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and 731-TA- 
Total Pages: 1563 
Antidumping and Countervailing Duty Investigations 

PUBLIC VERSION 
Business Proprietary Information has been removed 
from the attached volumes of the Petitions at: Volume 
I, pages 3-4,11,16-17,20-21,23-24,26-27,30,32,34- 
36,38-40,43, the Exhibit List, and Exhibits 1-4 - 1-7,1- 
14 - 1-16,1-20 - 1-23 

The Honorable Penny S. Pritzker 
Secretary of Commerce 
Attention: Enforcement and Compliance 
APO/Dockets Unit, Room 18022 
U.S. Department of Commerce 
14th Street and Constitution Avenue, N.W. 
Washington, D.C. 20230 

The Honorable Lisa R. Barton 
Secretary 
U.S. International Trade Commission 
500 E Street, S.W., Room 112 
Washington, D.C. 20436 

Re: Petitions for the Imposition of Antidumping and Countervailing 
Duties: Certain Iron Mechanical Transfer Drive Components from 
Canada and the People's Republic of China 

Dear Secretary Pritzker and Secretary Barton: 

On behalf of TB Wood's Incorporated ("Petitioner"), we hereby submit to 
the U.S. Department of Commerce (the "Department") petitions for the imposition 
of antidumping and countervailing duties on certain iron medical transfer drive 
components from Canada and the People's Republic of China (the "Petitions") 
pursuant to sections 701, 702(b), 731, and 732(b) of the Tariff Act of 1930, as 
amended (the "Act") (19 U.S.C. §§ 1671, 1671a(b), 1673 and 1673a(b)). Pursuant 
to the Department's regulations codified at 19 C.F.R. § 351.202(c), we hereby 
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certify that the Petitions and required copies are being filed today with the 
International Trade Commission (the "Commission"). 

At the Department, for each of the Petitions, we are filing Volume I 
(Common Issues and Injury) matched with the corresponding volume that contains 
the country-specific information on sales at less-than-fair value or the provision of 
countervailable subsidies. Information pertaining to the allegations of sales at less­ 
than-fair value for Canada and the People's Republic of China is contained in 
Volumes II and III, respectively. Information concerning the countervailable 
subsidies provided by the People's Republic of China is contained in Volumes IV. 

At the Commission, pursuant to instructions from Secretary Barton, we are 
filing an original and eight copies of: the narrative portion of the business 
proprietary version of Volume I (Common Issues and Injury); the narrative portion 
of the business proprietary version of Volumes II and III; and the narrative portion 
of Volume IV (which is a public document). We are also filing an original and four 
copies of: the narrative portion of the public version of Volume I (Common Issues 
and Injury); the narrative portion of the public version of Volumes II, and III; and 
the narrative portion of Volume IV (which is a public document). Finally, we are 
filing on CD-ROM complete sets of the business proprietary and public versions of 
the exhibits to all volumes of these Petitions in PDF format compatible with the 
Commission's EDIS system. 

On behalf of Petitioner, we hereby request proprietary treatment for 
information designated as proprietary in these Petitions pursuant to the 
Department's regulations codified at 19 C.F.R. §§ 351.202(d) and 351.304 and the 
Commission's rules codified at 19 C.F.R. § 20 1.6(b). Business proprietary 
information is enclosed in single brackets ("[ ]"). 

The information in Volume I of these Petitions for which Petitioner request 
proprietary treatment, and the location of same, is as follows: 

1. Business or trade secrets concerning the nature of a product or 
production process (19 C.F.R. § 351.105(c)(1)): page 21; and Exhibit 1-4. 

2. Production costs (but not the identity of the production components unless 
a particular component is a trade secret) (19 C.F.R. § 351.105(c)(2)): 
Exhibits 1-4. 

3. Prices of individual sales, likely sales, or other offers (but not 
components of prices, such as transportation, if based on published 
schedules, dates of sale, product descriptions (other than business or 
trade secrets described in paragraph (c)(I) of this section) (19 C.F.R. 
§ 351.1 05( c )(5)): Exhibit 1-16. 
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4. The names of particular persons from whom business proprietary 
information was obtained (19 C.F.R. § 35 1. 105(c)(9)): pages 3-4, 21, 23- 
24,27,30,34-35,38; and Exhibit 1-4. 

5. The position of a domestic producer or workers regarding a petition (19 
C.F.R. § 351.105(c)(10)): Exhibits 1-4 - 1-5. 

6. Any other specific business information the release of which to the public 
would cause substantial harm to the competitive position of the submitter 
(19 C.F.R. § 351.105(c)(II)): pages 11, 16-17,20,23-24,26-27,30,32, 
34, 35-36, 38-40, 43; and Exhibits 1-4, 1-6 1-7,1-14 - 1-16, and I-20 - 1- 
23. 

The single-bracketed business proprietary information in the attached 
Volume I the Petitions identified above is entitled to proprietary treatment in 
accordance with the Department's regulations codified at 19 C.F.R. § 351.304(a) 
and the Commission's rules codified at 19 C.F.R. § 201.6(b).1 Information for 
which proprietary treatment is requested is not available to the public. Public 
disclosure of this information would result in serious and substantial harm to the 
competitive position of the sources of the information and would impair the ability 
of the Department and the Commission to obtain information necessary to fulfill 
their statutory functions. The requisite certifications that substantially identical 
information is not available to the public are set forth as attachments to this letter, in 
accordance with the Commission's rules codified at 19 C.F.R. § 201.6(b). 

Pursuant tc? the Department's regulations codified at 19 C.F.R. § 351.304(b), 
Petitioner agrees in principle to permit disclosure of the single-bracketed business 
proprietary information contained in these Petitions under an appropriately drawn 
administrative protective order ("APO"). Petitioner, however, reserves the right to 
comment on all APO applications prior to disclosure. 

A public version of these Petitions has been prepared and is being filed 
simultaneously with this submission pursuant to the Department's regulations 
codified at 19 C.F.R. § 351.304(c)(I) and the Commission's rules codified at 19 
C.F.R. § 201.8(f). The public version contains a public summary of the single­ 
bracketed business proprietary information in sufficient detail to permit a 
reasonable understanding of the contents of these Petitions. 

Volume IV of the Petitions contains no business proprietary information. 

13920327.1 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



The Honorable Penny S. Pritzker 
The Honorable Lisa R. Barton 
October 28,2015 
Page 5 

Should you have any questions regarding these Petitions, please contact the 
undersigned. 

n H. Price 
Daniel B. Pickard 
Robert E. DeFrancesco 
Maureen E. Thorson 

WILEY REIN LLP 
1776 K Street, N.W. 
Washington, D.C. 20006 
(202) 719-7000 

Counsel to TB Wood's Incorporated 
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ATTORNEY CERTIFICATION 

Certain Iron Mechanical Transfer Drive Components from Canada 
and the People's Republic of China 

Inv. Nos. 701-TA-_-_ and 731-TA-_ - _ (Preliminary) 

In accordance with section 207.3(a) of the Commission's rules (19 C.F.R. § 207.3(a)), I, 
Daniel B. Pickard, of Wiley Rein LLP, counsel to TB Wood's Incorporated, certify that under 
penalty of perjury under the laws of the United States of America and pursuant to the 
Commission's regulations: 

(1) I have read the foregoing submission in the above referenced case; 

(2) to the best of my knowledge and belief, the information contained therein is accurate 

and complete; and 

(3) in accordance with section 201.6(b)(3)(iii) of the Commission's rules (19 C.F.R. 

§ 201.6(b)(3)(iii)), information substantially identical to that for which we request 

confidential treatment is not available to the general public and the public disclosure 

of such information would cause substantial harm to the persons, firms, and other 

entities from which the information was obtained. 

DISTRICT OF COLUMBIA: SS 
Sworn and subscribed to before me 
this 0 ober 28,2015 . .,.. 

My commission expires: 
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REPRESENTATIVE CERTIFICATION 

I, Daniel B. Pickard, with Wiley Rein LLP, counsel to TB Wood's Incorporated, certify that I 

have read the attached submission of Petitions for the Imposition of Antidumping and 

Countervailing Duties, filed on October 28, 2015, pursuant to the antidumping duty 

investigations of Certain Iron Mechanical Transfer Drive Components from Canada (Case No. 
o~~ 

A-122-856) and the People's Republic of China (Case No. A-570...Q...3-G7 and the countervailing 

duty investigation of Certain Iron Mechanical Transfer Drive Components from the People's 

Republic of China (Case No. C-570-031). In my capacity as counsel of this submission, I certify 

that the information contained in this submission is accurate and complete to the best of my 

knowledge. I am aware that U.S. law (including, but not limited to, 18 U.S.C. 1001) imposes 

criminal sanctions on individuals who knowingly and willfully make material false statements to 

the U.S. Government. In addition, I am aware that, even if this submission may be withdrawn 

from the record of the AD/CVD proceeding, the U.S. Department of Commerce may preserve 

this submission, including a business proprietary submission, for purposes of determining the 

accuracy of this certification. I certify that a copy of this signed certification will be filed with 

this submission to the U.S. Department of Commerce. 

Si_~cl> . G:§2Q 
Daniel B. Pickard 

Date: October 28,2015 
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COMP ANY CERTIFICATION 

I, Lew Crist, General Manager, Belted Drives, currently employed by T.B. Wood's Incorporated, 

certify that 1 prepared Of otherwise supervised the preparation of the attached submission of 

Petition for the Imposition of Antidumping and Countervailing Duties on Certain Iron 

Mechanical Transfer Drive Components from Canada and The People's Republic of China 
0:'>1. 

(DOC Case Nos. A-122-856, A-57o-e-3e; C-570-(31), filed on October 28,2015. I certify that 

the public information and any business proprietary information of T.R. Wood's Incorporated 
J 

contained in this submission is accurate and complete to the best of my knowledge. I am aware 

that the information contained in this submission may be subject to verification or corroboration 

(as appropriate) by the U.S. Department of Commerce. 1 am also aware that U.S. law (including, 

but not limited to, 18 U .S.C. 1001) imposes criminal sanctions on individuals who knowingly 

and willfully make material false statements to the U.S. Government. In addition, I am aware 

that, even if this submission may be withdrawn from the record of the ADICVD proceeding, the 

U.S. Department of Commerce may preserve this submission, including a business proprietary 

submission, for purposes of determining the accuracy of this certification. I certify that a copy of 

this signed certification will be filed with this submission to the U.S. Department ofConunerce. 
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DOC Inv. Nos. A-122-856, A-570-032, C-570-031 
USITC Inv. Nos. 701-TA- and 731-TA- - - - 
_ (Prelim.) 
Total Pages: 154 
Investigation 
Petitioner's Business Proprietary Information has 
been removed from pages 3-4,11, 16-17,20-21,23- 
24,26-27,30,32,34-36,38-40,43, the Exhibit List, 
and Exhibits 1-4 - 1-7,1-14 - 1-16,1-20 - 1-23 

PUBLIC VERSION 

BEFORE THE 
INTERNATIONAL TRADE ADMINISTRATION 

UNITED STATES DEPARTMENT OF COMMERCE AND THE 
UNITED STATES INTERNATIONAL TRADE COMMISSION 

CERTAIN IRON MECHANICAL TRANSFER DRIVE COMPONENTS 
FROM CANADA AND THE PEOPLE'S REPUBLIC OF CHINA 

PETITION FOR THE IMPOSITION 
OF ANTIDUMPING AND COUNTERVAILING DUTIES PURSUANT TO 
SECTIONS 701 AND 731 OF THE TARIFF ACT OF 1930, AS AMENDED 

VOLUME I 

INFORMATION RELATED TO COMMON ISSUES AND INJURY 

Alan H. Price, Esq. 
Daniel B. Pickard, Esq. 
Robert E. DeFrancesco, III, Esq. 
Maureen E. Thorson, Esq. 

WILEY REIN LLP 
1776 K Street, N.W. 
Washington, DC 20006 
(202) 719-7000 

Counsel to TB Wood's Incorporated 

October 28,2015 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



TABLE OF CONTENTS 

1. COMMON ISSUES 2 

A. Contact Information for the Petitioner (19 C.F.R. § 351.202(b)(1)) 2 
B. Identity of the Industry on Whose Behalf the Petitions Are Filed (19 C.F.R. 

§ 207.11(b)(2)(ii); 19 C.F.R. § 351.202(b)(2)) 2 
C. Information Relating to the Degree of Industry Support for the Petition (19 

C.F.R. § 351.202(b)(3)) 2 
1. Measurement of Industry Support 3 
2. Degree of Industry Support 3 

D. Previous Requests for Import Relief for the Merchandise (19 C.F.R. 
§ 351.202(b)(4)) 4 

E. Scope of the Investigation and a Detailed Description of the Subject 
Merchandise (19 C.F.R. § 351.202(b)(5)) 5 
1. Scope of Investigation 5 
2. Technical Characteristics and Uses 6 

3. Production Methodology 9 

4. TariffClassification 10 
F. The Names of the Subject Countries and the Name of Any Intermediate 

Country Through Which the Merchandise Is Transshipped (19 C.F.R. 
§ 351.202(b)(6)) 14 

G. The Names and Addresses of Each Person Believed to Sell the Merchandise 
at Less than Normal Value and the Proportion of Total Exports to the United 
States (19 C.F.R. § 351.202(b)(7)(i)(A)) 14 

H. All Factual Information Related to the Calculation of Export Price, the 
Constructed Export Price of the Subject Merchandise, and the Normal Value 
of the Foreign Like Product for Market Economy Countries (19 C.F.R. 
§ 351.202(b)(7)(i)(B)) 14 

1. Factual Information Related to the Caiculation of Normal Value of the 
Foreign Like Product in Non-Market Economy Countries (19 C.F.R. 
§ 351.202(b)(7)(i)(C)) 15 

J. The Names and Addresses of Each Person Believed to Benefit from a 
Countervailable Subsidy Who Exports the Subject Merchandise to the 
United States and the Proportion of Total Exports to the United States (19 
C.F.R. § 351.202(b)(7)(ii)(A)) 15 

K. The Alleged Countervailable Subsidy and Factual Information Relevant to 
the Alleged Countervail able Subsidy (19 C.F.R. § 351.202(b)(7)(ii)(B)) 15 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



L. The Volume and Value of the Merchandise Imported During the Most 
Recent Two-Year Period (19 C.F.R. § 351.202(b)(8)) 16 

M. Contact Information for Each Entity the Petitioner Believes Imports or Is 
Likely to Import the Subject Merchandise (19 C.F.R. § 207.11(b)(2)(iii); 19 
C.F.R. § 351.202(b)(9)) 16 

II. INJURY 17 

A. Introduction 17 
B. The Domestic Like Product Consists of IMTDC Covered by the Scope 18 

1. IMTDC Share Common Physical Characteristics and Uses 19 
2. Interchangeability 20 
3. IMTDC Share Common Channels of Distribution 20 

4. IMTDC Are Perceived as a Common Product Group by Both Producers 
and Customers 20 

5. IMTDC Are Produced in Common Manufacturing Facilities, Using 
Common Production Processes and Common Production Employees 20 

6. IMTDC Prices Fall Within a Similar Range 21 
7. Unfinished and Finished IMTDC Are Part of the Same Like Product.. 21 

8. Conclusion 22 
C. Definition of the Domestic Industry 22 

1. Finish Machining Alone Does Not Constitute Domestic Production 23 
2. Exclusion of U.S. Producers Under the Related Parties Provision 26 

D. Subject Imports Are Causing Material Injury to the Domestic Industry 29 

1. The Subject Imports Should Be Cumulated 29 
2. The Volume of Subject Imports Is Significant.. 32 
3. The Price Effects of The Subject Imports Are Significant.. 33 
4. The Impact of Subject Imports on the Domestic Industry Is Significant.. 34 

5. Conclusion 37 

E. Subject Imports Threaten Additional Material Injury to the Domestic 
Industry 38 

F. Conclusion 45 

III. CONCLUSION 45 

11 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



BEFORE THE 
UNITED STATES DEPARTMENT OF COMMERCE 

AND THE 
UNITED STATES INTERNATIONAL TRADE COMMISSION 

WASHINGTON, D.C. 

PETITION FOR THE IMPOSITION OF 
ANTIDUMPING AND COUNTERVAILING DUTIES AGAINST 

CERTAIN IRON MECHANICAL TRANSFER DRIVE COMPONENTS 
FROM CANADA AND CHINA 

These Petitions are presented on behalf of TB Wood's Incorporated ("TB Woods" or 

"Petitioner"). Petitioner alleges that certain iron mechanical transfer drive components 

("IMTDC") imported from Canada and the People's Republic of China ("China") are being sold, 

or are likely to be sold, at less than fair value within the meaning of Section 731 of the Tariff Act 

of 1930, as amended ("the Act"), 19 U.S.C. § 1673. Petitioner also alleges that IMTDC 

imported from China are subsidized within the meaning of Section 701 of the Act, 19 U.S.C. § 

1671. Petitioner further alleges that these unfairly traded imports have materially injured the U.S. 

industry producing IMTDC and threaten to cause further material injury if remedial action is not 

taken. These Petitions contain information reasonably available to the Petitioner in support of 

these allegations. 

Separate volumes regarding the allegations of dumping by producers in the subject 

countries, and of countervailable subsidies provided to Chinese producers and exporters, are 

being filed simultaneously at both the U.S. Department of Commerce (the "Department") and the 

U.S. International Trade Commission (the "Commission"). The Petitioner requests that 

antidumping ("AD") and countervailing duties ("CVD") be imposed to offset the dumping 

margins and subsidy rates detailed in the specific AD and CVD volumes. 

1 
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PUBLIC VERSION 

I. COMMON ISSUES 

This section contains information required in AD and CVD petitions by 19 C.F.R. 

§§ 351.202(b)(I) to 351.202(b)(9) and 19 C.F.R. § 207.11. 

A. Contact Information for the Petitioner (19 C.F.R. § 351.202(b)(1» 

The Petitioner, TB Woods, is a producer of IMTDC in the United States and is therefore 

a domestic interested party within the meaning of 19 U.S.C. § 1677(9)(C) and 19 C.F.R. 

§ 351. 102(b) (17). TB Woods was founded in 1857. The company has focused on the 

production and sale of IMTDC since the early 1900s. Exhibit 1-1 provides the requisite contact 

information. 

B. Identity of the Industry on Whose Behalf the Petitions Are Filed (19 C.F.R. 
§ 207.11(b)(2)(ii); 19 C.F.R. § 351.202(b)(2» 

These Petitions are filed on behalf of the U.S. industry that produces IMTDC. Exhibit 1- 

2 identifies additional U.S. producers known to the Petitioner. Based on information available to 

Petitioner, the companies identified in Exhibit 1-2 engage in the type and range of activities that 

constitute domestic production. 

Exhibit 1-3 identifies companies known to the Petitioner with U.S. operations limited to 

finishing (or "finish machining") of imported unfinished IMTDC. As detailed in Section II.C.1, 

such operations do not, in and of themselves, constitute domestic production. 

C. Information Relating to the Degree of Industry Support for the Petition (19 
C.F.R. § 351.202(b)(3» 

According to 19 U.S.C. §§ 1671a(c)(4)(A) and 1673a(c)(4)(A), a petition is filed by or on 

behalf of the domestic industry if: (1) domestic producers who support the petition account for 

at least 25 percent of the total production of the domestic like product, and (2) domestic 

producers who support the petition account for more than 50 percent of the production of the 

2 
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BUliness Proprietary InformatioD 
Bas Been Deleted 

I RANGED DATA PUBLIC VERSION 

domestic like product produced by that portion of the industry expressing support for or 

opposition to the petition. These Petitions meet the necessary requirements for industry support. 

1. Measurement of Industry Support 

The Petitioner is unaware of any public source quantifying total domestic production of 

IMTDC. As such, Petitioner has prepared estimates of both total domestic production and, in the 

alternative, total domestic industry shipments of IMTDC.1 These estimates rely on Petitioner's 

actual production and shipment data, supplemented by [ 

] for other U.S. producers. Exhibit 1-4 contains information regarding Petitioner's 

[ (Yl (.l( 4+ " Y\-\d 1 i ~ 01 (.f.I 
]. 

] by others. Exhibit 1-5 contains [ 

2. Degree of Industry Support 

Exhibit 1-6 provides a calculation of industry support. As detailed therein, TB Woods 

itself accounted for [ 

] in 2014. Further, [ shoJt.. cJ prod\)ctiOv\ 
]. 

As detailed in Section II.C.I, under prior case law and Commission precedent, 

companies with U.S. operations that are limited to finish-machining of imported, unfinished 

IMTDC are not U.S. producers of the like product, because they do not engage in the nature or 

range of activities that constitute U.S. production. Further Petitioner notes that, in reaching its 

industry support determination, Commerce is authorized to disregard the position of any 

company that is either: (1) a U.S. importer of the subject merchandise; (2) related to a U.S. 

"Where a patty to the proceeding establishes that production data ... is unavailable, production levels may 
be established by reference to alternative data {which is} indicative of production levels." 19 C.F.R. § 35 1.203 (e)(l). 

3 
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Has Been Deleted 

PUBLIC VERSION 

importer of the subject merchandise; or (3) related to a foreign producer or exporter of the 

subject merchandise. 2 Those companies whose U.S. operations are limited to finishing 

unfinished imported IMTDC rely heavily on the subject imports, and can be expected to oppose 

the Petitions. As such, if Commerce determines to include companies with only U.S. finishing 

operations in measuring industry support, it should disregard the views of finishers that import or 

purchase the subject merchandiser' Similarly, the views of any finisher that is related to an 

importer, foreign producer, or exporter of the subject merchandise should be disregarded." 

Notwithstanding the Petitioner's position regarding companies that perform only 

finishing operations in the United States, Exhibit 1-7 provides an alternative calculation of 

industry support that is inclusive of U.S. finishing operations. Under this alternative calculation, 

the industry support requirements are also satisfied. 

D. Previous Requests for Import Relief for the Merchandise (19 C.F.R. 
§ 351.202(b)(4» 

Neither the Petitioner nor any other U.S. producer or union has previously filed for 

import relief regarding IMTDC under any of the following: Sections 337, 701, or 731 of the 

Tariff Act of 1930; Sections 201 or 301 of the Trade Act of 1974; or Section 232 of the Trade 

Expansion Act of 1962. 

2 19 C.F.R. § 351.203(e)(4). 

In particular, [ 
]. See Declaration of 

[ SOVfet], attached at Exhibit 1-4. 
4 ]. See id. 

4 RANGED DATA 
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PUBLIC VERSION 

E. Scope of the Investigation and a Detailed Description of the Subject 
Merchandise (19 C.F.R. § 351.202(b)(5)) 

1. Scope of Investigation 

The physical characteristics of the covered products, which define the scope, are as 

follows: 

The products covered by this investigation are iron mechanical transfer drive 
components including sheaves (pulleys), bushings, and flywheels, regardless of 
diameter, width design, or iron type (e.g., gray, white, or ductile iron), whether or 
not machined and regardless of the country in which any machining takes place; 
with or without other non-cast iron attachments or parts; and whether or not 
entered as a belted drive assembly. When entered as a belted drive assembly, 
only the iron sheaves (pulleys), bushings, and flywheels are covered merchandise, 
not the other components in the belted drive assembly (e.g., belt, coupling, shaft). 

The products covered by this investigation are iron wheels or cylinders with a 
center bore hole that may have one or more grooves or teeth in their outer 
circumference that guide or mesh with a flat or ribbed belt or like device. The 
products covered by this investigation also include iron cylinders designed to fit 
into the bore holes of other mechanical transfer drive components to lock them 
into drive shafts by means of design elements such as teeth, bolts, or screws (i. e., 
bushings). 

Covered mechanical transfer drive components may be net shape blanks or may 
be machined to final specification after initial casting, forging or like operations 
that produce net shape blanks. These machining processes may include cutting, 
punching, notching, boring, threading mitering, or chamfering. Covered 
mechanical transfer drive components remain subject merchandise regardless of 
where the net shape blanks are machined or subjected to further processing. 

Covered mechanical transfer drive components may be imported with non-iron 
attachments or parts, and remain subject whether or not entered with other 
mechanical transfer drive components or as part of a mechanical transfer drive 
assembly. 

Iron mechanical transfer drive components are covered regardless of metallurgy, 
inclusive of white, grey, and ductile iron. For purposes of this investigation, a 
covered product is of "iron" where the article has a carbon content of 1.5 percent 
by weight or above, regardless of the presence and amount of additional alloying 
elements. Non-ferrous mechanical transfer drive components are excluded from 
the scope. 

5 
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PUBLIC VERSION 

The merchandise covered by this investigation is currently classifiable under 
Harmonized Tariff Schedule of the United States ("HTSUS") subheadings 
8483.30.8090, 8483.50.9040, 8483.50.9080, 8483.90.3000, 8483.90. Covered 
merchandise may also enter under the following HTSUS subheadings: 
8431.39.0010, 8483.50.4000. These HTSUS subheadings are provided for 
convenience and customs purposes. The written description of the scope of the 
order is dispositive. 

2. Technical Characteristics and Uses 

The products covered by these investigations are Iron mechanical components that 

transmit power within machinery. Examples of the types of machines with IMTDC include 

elevators, conveyers and other material handling equipment. These types of equipment are used 

in a variety of industrial, agricultural, and construction applications, and are especially common 

in factories and oilfields applications. 

As noted above, the covered IMTDC are manufactured of iron, inclusive of white iron, 

grey iron, and ductile iron. The covered products comprise items commonly identified as 

sheaves (pulleys), flywheels, and bushings. 

A sheave, also commonly referred to as a pulley, is a IMTDC in the form of a wheel or 

cylinder with one or more grooves or indentations worked into the outer circumference. Such 

products also have a center bore hole, into which a bushing (described below) may be inserted in 

order to attach the product to a drive shaft. Sheaves are designed to engage with industrial belts 

(as opposed to chains) to transmit power. A standard sheave or pulley is used with a belt; any 

grooves or indentations in the product accordingly run around the product's outer circumference. 

A synchronous sheave is meant to accommodate a ribbed or tracked belt; accordingly, the 

grooves or indentations in the outer circumference run across the product's outer diameter. 

Flywheels, another type of sheave, have no grooves. They may be used either with or without 
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belts to store and release energy, and smooth the speed and operation of the drive, compensating 

for pulsations. 

Sheaves vary in design and size depending on end use. The covered sheaves and pulleys 

are manufactured of iron, inclusive of white iron, grey iron, and ductile iron. Examples of 

covered "standard" sheaves and pulleys are depicted below: 

Examples of covered synchronous sheaves are depicted below: 

7 
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An example of a covered flywheel is depicted below: 

Like sheaves, the bushings subject to these Petitions are IMTDC in the general form of a 

cylinder with a center bore hole. The covered bushings allow drive train components such as 

sheaves to be mounted onto drive shafts. Covered bushings may be tapered, split, or have lips or 

other projections. Covered bushings employ a variety of locking elements, such as teeth, screws, 

or bolts. Bushings, like other IMTDC, vary widely in design and size. 

The covered bushings are manufactured of iron, inclusive of white iron, grey iron, and 

ductile iron. Examples of covered bushings are depicted below: 
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3. Production Methodology 

In both the United States and globally, a common production methodology involves 

foundry-based casting followed by finish machining. In this process, a combination of pig iron, 

scrap iron, and ferrous scrap metal is melted in a foundry furnace. Alloying agents are added as 

needed to ensure proper chemistry of the metal. Because ferrous materials have a relatively high 

melting point, the furnaces used often are designed for temperatures of at least 1,600 degrees 

Celsius. 

After the ferrous materials are melted, the molten metal is poured into a foundry mold. 

This is typically an imprinted shape formed by sand that has been compacted. The compacting 

of the sand creates a cavity that approximates the finished shape of the desired item. This cavity 

is then filled with the molten metal, in a process known as sand-casting. 

Once the molten metal has cooled into a solid, the sand is removed and blasted away. 

The resulting metal shape, or "casting," is then freed of any excess iron (known as gates and 

risers) that is present in the mold. 5 The casting subsequently undergoes finish machining using 

standard machine tools to achieve the desired final specifications. Finally, the product may be 

painted, oil-coated or otherwise surface-treated. Inspection and testing are carried out at 

different steps throughout the process." 

An alternative to casting for some metal items is forging. Forging begins with heating a piece of solid iron, 
and then physically shaping the material through pressure, usually applied through a hammer, a die, or both. Once 
cooled, the forging undergoes finish machining similar to that for a casting. Petitioner is not aware of forging-based 
production ofIMTDC in the United States. 

6 Other alternative production methods are (1) sintering and (2) direct machining from iron bar or billet. 
Sintering is a process in which metallic powders are compacted into shape at high temperature. Iron bar or billet 
may also be machined directly into IMTDC. Both alternative production methods are uncommon for IMTDC. 
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4. Tariff Classification 

The covered IMTDC are classifiable under specific U.S. Harmonized Tariff Schedule 

("HTS") subheadings, as reviewed below. Although the proposed scope language includes 

certain HTS subheadings, these are provided for convenience and U.S. Customs purposes. The 

tariff numbers provided do not define the scope of the petitions; rather, written description of the 

merchandise under investigation is dispositive. Exhibit 1-8 provides relevant excerpts from the 

current HTS. 

The subject merchandise is currently classifiable under HTS subheadings 8483.50 and 

8483.90, and most particularly within provisions 8483.50.6000, 8483.50.9040, and 

8483.90.8080.7 The column 1 duty rate ranges from 2.8 - 5.7 percent ad valorem for goods 

within HTS subheading 8483.50 and ranges from 2.5 - 5.5 percent ad valorem for goods within 

HTS subheading 8483.90. 

Note 2(a) to Section XVI of the HTS states that parts named in headings of Chapter 84 

must be classified within those headings and not solely as parts of machines classified 

elsewhere.t Heading 8483 names "pulleys" and "flywheels"; further, U.S. Customs and Border 

Protection ("CBP") has classified that bushings that enable transmission elements such as 

Sheaves (pulleys) are currently classifiable under subheading 8483.50, which provides for "flywheels and 
pulleys." The Explanatory Notes ("ENs") for heading 8483 describes pulleys classifiable in that heading as "wheels, 
sometimes with a grooved rim, which transmit rotary movement ... by means of an endless belt." World Customs 
Organization, Explanatory Notes to the Harmonized Commodity Description and Coding System (Fifth Ed. 2012) at 
Vol. 4, XVI-8483-4, relevant excerpts attached at Exhibit 1-9. While ENs are not binding on U.S. Customs and 
Border Protection ("CBP"), they are nevertheless used by CBP and its reviewing courts to interpret the HTS. 
Synchronous sheaves may also enter under subheading 8483.90, which covers other toothed wheels and other 
transmission elements. Likewise, bushings are also classifiable under this subheading. 

See, e.g., Nidec Corporation v. United States, 861 F. Supp. 136 (1995) (Ct. Int'l Trade 1995). 

10 
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sheaves to be mounted onto drive shafts, are classifiable within heading 8483.9 In principle, 

therefore, the covered products are classified and entered as addressed above. 

It is likely, however, that the subject merchandise is also entered as parts of the 

machinery in which it serves, for example in HTS heading 8431, which covers "parts suitable for 

use solely or principally with the machinery of headings 8425 to 8430." Heading 8428 provides 

for "lifting, handling, loading or unloading machinery (for example, elevators, escalators, 

conveyors, teleferics"). Heading 8427 provides for "trucks fitted with lifting and handing 

equipment." Headings 8429 and 8430 cover a variety oflarge construction and other heavy-duty 

handling and moving machinery (e.g., bulldozers, snowplows, backhoes, and excavating and 

boring equipment). 

The covered products may also be classifiable in heading 8431, for example in statistical 

item 8431.39.0070, which provides for "parts for use solely or principally with the machinery of 

headings 8428; parts of conveyers and elevators." This is just one example; other breakouts 

within heading 8431 provide for parts of other lifting, handling, and moving machines. 

Below, Petitioner discusses tariff classifications applicable to subject merchandise 

imported in unfinished form, as well as the country of origin for unfinished imports and for the 

finished IMTDC produced from such imports. 

a. Classification of Unfinished Subject Imports 

In addition to finished IMTDC, the covered merchandise includes unfinished IMTDC in 

the form of castings, forgings, and other blanks. Under the HTS, unfinished IMTDC are 

classifiable under the same tariff provisions as would apply to the finished item. This is 

9 New York Ruling Letter K87941 (Aug. 17,2004); New York Ruling Letter D86166 (Jan. 20,1999). See 
Relevant CBP Rulings, attached at Exhibit 1-10. 

11 
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established under the General Rules of Interpretation ("GRI") for tariff classification. In 

particular, GRI 2(a) states that: 

{A}ny reference in a heading to an article shall be taken to include a reference to 
that article incomplete or unfinished, provided that, as entered, the incomplete or 
unfinished article has the essential character of the complete or finished article. 10 

The Explanatory Notes to Rule 2(a) further state that this rule applies to "blanks" - i.e., 

an article not ready for direct use, but having the approximate shape or outline of the finished 

article or part and which can only be used, other than in exceptional cases, for completion into 

the finished article or part. 11 CBP has repeatedly held that blanks in the approximate shape of a 

final good have the "essential character" of the final good, because the approximate shape 

significantly limits the uses to which the blank can be put and otherwise predetermines the nature 

of the finished product. 12 

Casting and forging operations for IMTDC result in a "blank," e.g., an article having the 

approximate shape or outline of the finished article or part and which can only be used, other 

than in exceptional cases, for completion into the finished article or part. Because such a blank 

predetermine the final good into which the casting or forging may be finished, Rule GRI(2)(a) 

establishes that unfinished IMTDC are classifiable under the same HTS provisions that cover 

finished IMTDC.13 

10 Harmonized Tariff Schedule of the United States (2015), GRl at 2( a), attached at Exhibit 1-8. 

World Customs Organization, Explanatory Notes to the Harmonized Commodity Description and Coding 
System (Fifth Ed. 2012) at Vol. 1, GRl-2, attached at Exhibit 1-9. 
11 

12 See, e.g., Headquarters Ruling Letter 967908 (Jan. 24, 2006); New York Ruling Letter N0224I4 (Feb. 7, 
2008), attached at Exhibit-10. In CBP rulings, such blanks may be referred to as "net shape blanks." See, e.g., Port 
Decision F84II6 (Mar. 27, 2000), attached at Exhibit 1-10. 

13 See also New York Ruling Letter E87734 (Oct. 15, 1999) (noting that the tariff classification of finished 
and unfinished grooved pulleys is the same), attached at Exhibit 1-10. 

12 
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b. Country-of-origin for finished subject imports 

Where the blank for an article is made in one country and finished into the final item in 

another, the country-of-origin of the final product is the country in which the blank was 

produced, so long as the blank has the approximate shape of the finished article. As noted above, 

CBP has held, in conformity with GRI 2(a), that blanks in the approximate shape of the finished 

good have the "essential character" of the finished good.!" CBP has also repeatedly held that 

finishing such a blank does not constitute substantial transformation, and that that the country of 

origin for the finished good remains the country where the blank was produced. IS In illustration, 

any imported IMTDC that were cast in China and finished in Vietnam would remain of Chinese 

origin." 

F. The Names of the Subject Countries and the Name of Any Intermediate 
Country Through Which the Merchandise Is Transshipped (19 C.F.R. 
§ 3S1.202(b)(6») 

The IMTDC covered by these Petitions are manufactured in and exported to the United 

States from Canada and China. Petitioner believes that some subject merchandise that is cast in 

China is finished in Canada prior to export to the United States. As noted above, finish 

machining of the unfinished articles does not confer country-of-origin. 

See Headquarters Ruling Letter 967908 (Jan. 24, 2006); New York Ruling Letter N022414 (Feb. 7, 2008), 
attached at Exhibit 1-10. 
14 

15 See Headquarters Ruling Letter W968396 (Dec. 21, 2006); Headquarters Ruling Letter 561745 (July 20, 
2000); Headquarters Ruling Letter 561498 (Mar. 22, 2000); and Headquarters Ruling Letter 561297 (June 2, 1999), 
attached at Exhibit 1-10. While each of these cases and determinations is fact-specific, they are relevant to the 
unfinished articles subject to these petitions. 

16 The Department has also found that third-country processing does not remove a product from the scope of 
an investigation or a resulting AD/CVD order. See Wax and Wax/Resin Thermal Transfer Ribbon from the Republic 
of Korea, 69 Fed. Reg. 17,645, 17,647 (Dep't Commerce Apr. 5, 2004) (final deter. of sales at not less than fair 
value); Dynamic Random Access Memory Semiconductorsfrom the Republic of Korea, 67 Fed. Reg. 70,927, 70928 
(Nov. 27, 2002) (initiation of countervailing duty investigation); Certain Carbon Steel Butt-Weld Pipe Fittings from 
the People's Republic of China, 59 Fed. Reg. 15,155 (Dep't. Comm. Mar. 31, 1994) (affirmative fmal deter. of 
circumvention of antidumping duty order). 
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G. The Names and Addresses of Each Person Believed to Sell the Merchandise 
at Less than Normal Value and the Proportion of Total Exports to the United 
States (19 C.F.R. § 351.202(b)(7)(i)(A)) 

Exhibits 1-11 and 1-12 provide the names and addresses of the entities believed by the 

Petitioner to be producing and exporting IMTDC subject to these Petitions. Information 

reasonably available to Petitioner does not allow for identification of the proportion of total 

exports to the United States accounted for during the most recent 12-month period by the 

producers listed in these exhibits. Petitioner believes, however, that the companies listed in 

Exhibits 1-11 and 1-12 account for the vast majority of subject exports from each country. 

H. All Factual Information Related to the Calculation of Export Price, the 
Constructed Export Price of the Subject Merchandise, and the Normal Value 
of the Foreign Like Product for Market Economy Countries (19 C.F.R. 
§ 351.202(b)(7)(i)(B)) 

Volume II of these Petitions contains the necessary information concemmg the 

calculation of the normal value of the foreign like product and the export price for merchandise 

produced and exported from Canada. 

I. Factual Information Related to the Calculation of Normal Value of the 
Foreign Like Product in Non-Market Economy Countries (19 C.F.R. 
§ 351.202(b )(7)(i)( C)) 

Volume III of these Petitions contains the information necessary to substantiate less- 

than-fair-value allegations and factual information relevant to China. 

J. The Names and Addresses of Each Person Believed to Benefit from a 
Countervailable Subsidy Who Exports the Subject Merchandise to the 
United States and the Proportion of Total Exports to the United States (19 
C.F.R. § 351.202(b)(7)(ii)(A)) 

Exhibit 1-11 provides the names and addresses of the Chinese entities believed by the 

Petitioner to be benefiting from a countervailable subsidy and who have exported IMTDC 

subject to these Petitions. Information reasonably available to Petitioner does not allow for 

identification of the proportion of total exports to the United States from China accounted for 
14 
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during the most recent 12-month period by the producers listed in these exhibits. Petitioner 

believes, however, that the companies listed in Exhibit 1-11 account for the vast majority of 

relevant subject exports from China. 

K. The Alleged Countervailable Subsidy and Factual Information Relevant to 
the Alleged Countervailable Subsidy (19 C.F.R. § 3S1.202(b)(7)(ii)(B)) 

Volume IV of these Petitions contains information concerning the alleged 

countervailable subsidies in China as well as factual information relevant to the laws, regulations, 

and decrees under which the subsidies were bestowed, the manner in which the subsidies were 

granted, and Petitioner's estimation - to the extent practicable - of the value of the subsidies to 

Chinese producers and exporters of IMTDC. 

L. The Volume and Value of the Merchandise Imported During the Most 
Recent Two-Year Period (19 C.F.R. § 3S1.202(b)(8)) 

The Petitioner is aware of no data, other than official import statistics, that allow for a 

quantification of the volume and value of imports of subject merchandise. As discussed above, 

IMTDC likely enter under a variety of HTS provisions. Petitioner relied on data for HTS 

provisions 8483.50.6000, 8483.50.9040, and 8483.90.8080 in compiling the information 

presented here. These provisions are the best information available to Petitioner. However, 

certain non-subject products are covered by the same provisions. Further, subject imports that 

enter under more general HTS categories are not reflected in the data. That said, the subject 

import data presented in these Petitions constitute the best information available to the Petitioner. 

Exhibit 1-13 provides detail from official import statistics for these HTS numbers. As 

these data show, the value of the imports from Canada increased steadily, from $103 million in 

2012, to $115 million in 2013, and to $133 million in 2014. In January-August 2015, the value 

of the imports from Canada was $79 million. 

15 
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The value of the imports from China increased from $127 million in 2012 to $138 million 

in 2014. The value of the Chinese imports reached $108 million during January-August 2015. 

Quantity data are not available from official import statistics for the covered products. 

M. Contact Information for Each Entity the Petitioner Believes Imports or Is 
Likely to Import the Subject Merchandise (19 C.F.R. § 207.1l(b)(2)(iii); 19 
C.F.R. § 351.202(b)(9)) 

Exhibit 1-14 provides information regarding U.S. importers ofIMTDC from the subject 

countries. While the Exhibit reflects the importers that are known to Petitioner at this time, there 

may be a number of importers of IMTDC from the subject countries that Petitioner has been 

unable to identify. The Petitioner respectfully requests that the Department and the Commission 

obtain information on such imports from CBP, as Petitioner does not have access to this 

information. 

II. INJURY 

A. Introduction 

Increasing volumes of unfairly traded IMTDC from Canada and China have already 

caused material injury to the domestic industry - and threaten the domestic industry with more 

injury going forward. The subject imports increased between 2012 and 2014, and remained at 

high levels through the first half of 2015.17 

The market for IMTDC is relatively mature and demand during the period in question 

was [ tYe.¥ld ]. 18 Rising subject imports therefore [ trU'ld 
] domestic industry shipments.l" 

17 See Import Data, attached at Exhibit 1-13. 

18 See Apparent Consumption and Market Shares, attached at Exhibit 1-15. 

See id. Non-subject imports [ ·hU1 d ]. Id. 19 

16 RANGED DATA 
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The price effects of the subject imports have also beeJ1;:;;;ignificant. Subject imports of 

IMTDC are interchangeable with the domestic like product, as shown by the fact that subject 

imports have a large and growing U.S. presence. Information reasonably available to the 

Petitioner indicates that the increase in import volumes [ trO'ld ] was accomplished 

through systematic underselling. The combination of increased volume and underselling by 

subject imports has both suppressed and depressed prices for the domestic like product. 

Subject imports have had a significant, harmful impact on the domestic industry. U.S. 

producers have experienced [ ]. Financial 

performance [ ]. Other indicators, including lost sales and revenues, 

establish that subject imports had a negative impact on the domestic industry.i" In short, the 

domestic industry has suffered material injury by reason of subject imports. 

B. The Domestic Like Product Consists of IMTDC Covered by the Scope 

In determining whether an industry in the United States is materially injured or 

threatened with material injury by reason of imports of the subject merchandise, the Commission 

first defines the domestic like product. 21 The "domestic like product" is "a product which is like, 

or in the absence of like, most similar in characteristics and uses with, the article subject to an 

investigation .... ,,22 In an investigation, the like product determination is a factual one made on 

a case-by-case basis?3 The Commission generally considers the following factors: 

(1) physical characteristics and uses; 
(2) interchangeability; 

20 See Lost Sales and Revenues, attached at Exhibit 1-16. 

21 See NEC Corp. v. Department a/Commerce, 36 F. Supp. 2d 380,382 CCt. Int'l Trade 1998). 

22 19 U.S.C. § 1677(10). 

23 See, e.g., NEC, 36 F. Supp. 2d at 383. 

17 
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(3) channels of distribution; 

(4) customer and producer perceptions of the products; 

(5) common manufacturing facilities, production processes and production 
employees; and, where appropriate, 

(6) price. 24 

In evaluating these factors, the Commission looks for clear dividing lines and disregards minor 

variations.i" 

In addition, where the scope of the subject merchandise includes both unfinished and 

finished merchandise, the Commission may apply a semi-finished product analysis in examining 

the question of whether the like product covers both the unfinished and finished items. The 

Commission considers the following factors in the semi-finished product analysis: 

(1) whether the upstream (or unfinished) article is dedicated to the production of 
the downstream article or, alternatively, if the unfinished article has 
independent uses; 

(2) whether there are perceived to be separate markets for the upstream and 
downstream articles; 

(3) differences in the physical characteristics and functions of the upstream and 
downstream articles; 

(4) differences in the costs or value of the vertically differentiated articles; and 

(5) the significance and extent of the processes used to transform the upstream 
articles into the downstream articles. 26 

24 See Cleo, Inc. v. United States, 501 F.3d 1291, 1295 (Fed. Cir. 2007). 

25 Id. 

See, e.g., Woven Electric Blankets/rom China, Inv. No. 731-TA-1163 (Final), USITC Pub. 4177 (Aug. 
2010) at 6. 
26 
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Examination of the like product criteria under either approach establishes that IMTDC 

constitute a single domestic like product. The Petitioner sets forth below the different bases for 

the finding of a single like product. 

1. IMTDC Share Common Physical Characteristics and Uses 

The covered products are components of belted transmission drives. All have a 

circular/cylindrical profile with a center bore hole. All are manufactured from iron. 

Sheaves/pulleys are designed to accommodate industrial belts and rotate around a drive 

shaft. Flywheels may also accommodate industrial belts; they also rotate around a drive shaft. 

Bushings are used to lock the covered sheaves, pulleys, and flywheels onto such shafts. As a 

group and in conjunction with industrial belts, the covered IMTDC serve the common purpose of 

transmitting power in mechanical transfer drive systems. 

2. Interchangeability 

The products subject to these Petitions compnse components of different sizes, 

dimensions, and design specifications. In the past, the Commission has commonly found that a 

group of related products of different sizes and shapes constitutes a continuum without any clear 

breaking point?7 Petitioner respectfully submits that this should also be the case here. 

3. IMTDC Share Common Channels of Distribution 

The covered products are sold to both end users and distributors. End users incorporate 

IMTDC into either subassemblies or final equipment. Distributors resell to end users or into the 

aftermarket for service and repair. Many of these distributors carry multiple brands and sources 

ofIMTDC, including those of U.S., Chinese, and Canadian origin. 

See, e.g., Certain Aluminum Extrusions from China, Invs. Nos. 701-TA-475 and 731-TA-1177 (Prelim.), 
USITC Pub. 4153) at 9-10 (June 2010. 
27 
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4. IMTDC Are Perceived as a Common Product Group by Both 
Producers and Customers 

Both producers and customers recognize the subject merchandise as components of 

mechanical transfer drives and, as such, as a common product group. 

5. IMTDC Are Produced in Common Manufacturing Facilities, Using 
Common Production Processes and Common Production Employees 

Domestic producers manufacture IMTDC in common facilities, using common 

production processes and common employees. Casting operations for sheaves (pulleys), 

flywheels, and bushings, for example, involve the same furnaces, the same casting technologies 

and employees, and the same cleaning processes and equipment. Finish machining operations 

also involve the same equipment, processes, and employees. 

6. IMTDC Prices Fall Within a Similar Range 

The prices of IMTDC fall within a similar range. Larger and/or more complex items will 

tend to have higher per-unit prices. Smaller and/or simpler products will tend to have lower per- 

unit prices. 

7. Unfinished and Finished IMTDC Are Part of the Same Like Product 

As reviewed above, CBP has repeatedly held that blanks, such as castings and forgings, 

that have the approximate shape of a final good also have the "essential character" of the final 

good, because that approximate shape significantly limits the uses to which the blank can be put 

and otherwise predetermines the nature of the finished product. 28 Production operations for 

IMTDC typically involve the creation of a "blank," e.g., an article having the approximate shape 

or outline of the finished article or part and which can only be used, other than in exceptional 

See, e.g., Headquarters Ruling Letter 967908 (Jan. 24, 2006); New York Ruling Letter N022414 (Feb. 7, 
2008), attached at Exhibit 1-10. 
28 
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cases, for completion into the finished article or part. Blanks for IMTDC have no independent 

uses. Accordingly, unfinished blanks are dedicated to production of the downstream article. 

In the United States, the [ 

].29 There are, therefore, no 

separate commercial markets for the finished and unfinished articles. 

There are modest physical differences, and no different functions, for unfinished and 

finished IMTDC. Key characteristics - chemical composition and general size and shape - are 

already present in the unfinished good. Casting also accounts for the [ ] majority of the cost 

or value of the finished article. Machining, in contrast, represent on average [ perctl)~8tJ] of 
production costs." Machining operations finish the surface of the casting. Specific operations 

will vary by product. Various standard machine tools are employed in these processes. 

8. Conclusion 

The IMTDC covered by the scope of these petitions should be considered to comprise a 

single domestic like product. Covered IMTDC comprise related products of different sizes and 

shapes that constitute a continuum without any clear breaking point. They are sold through the 

same channels of distribution, are perceived by customers as parts of mechanical transfer drives, 

and are produced in the same production facilities using common production methods, 

machinery, and employees. Their prices fall within a continuum dictated by size and weight, and 

both finished and unfinished covered IMTDC have similar physical characteristics, and the same 

29 Declaration of [ 50\.)((.(.,], attached at Exhibit 1-4. 

30 ld. 
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end function. As such, the Commission should find a single domestic like product coterminous 

with the products subject to these investigations 

C. Definition of the Domestic Industry 

Section 771 (7)(4) of the Act defines the domestic industry as the domestic "producers as 

a whole of a domestic like product, or those producers whose collective output of a domestic like 

product constitutes a major proportion of the total domestic production of the product.'?" The 

domestic industry consists of the U.S. producers identified in Exhibits 1-1 and 1-2. 

1. Finish Machining Alone Does Not Constitute Domestic Production 

Petitioner is aware of certain companies within the United States that perform finishing 

machining on unfinished IMTDC imported from abroad. These companies' U.S. operations are 

limited to finishing imported blanks; they do not produce blanks within the United States. 

In determining what constitutes domestic production, the Commission has generally 

examined six factors: 

(1) the source and extent of a firm's capital investment; 

(2) technical expertise involved in U.S. production activities; 

(3) value added to the product in the United States; 

(4) employment levels; 

(5) the quantity and type of parts sourced in the United States; and 

(6) any other costs or activities in the United States leading directly to the production of 
the like product. 32 ' 

In several past cases, the Commission's consideration of these factors has led it to conclude that 

companies engaged solely in finishing operations do not have sufficient production-related 

31 19 U.S.C. § 1677(4)(A). 

Multilayered Wood Flooring from China, Inv. Nos. 701-TA-476 and 731-TA-1l79 (Final), USITC Pub. 
4278 (Nov. 2011) at 8. 
32 
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activities to support their inclusion in the domestic industryr" Likewise, Petitioner here avers 

that consideration of traditional factors demonstrates, that finishing operations are not, by 

themselves, domestic production. 

a. Source and Extent of Capital Investment 

The U.S. operations of firms that do not produce blanks for covered IMTDC in the 

United States, but which perform finishing operations on imported blanks, typically comprise 

machine shops performing custom machining of a broad range of parts and components, 

inclusive of covered IMTDC. The source of individual finishers' capital investment is unknown 

to the Petitioner.l" 

A total capital investment of [ 

].35 This compares to a capital investment of [ VaJ,ue." 

].~'36 The capital investment related to 

finish machining therefore represents only [~rc e n 11. of the total capital investment for an 

integrated (foundry plus finishing) manufacturer. 

The extent of any individual finisher's capital investment attributable to finishing covered 

IMTDC must reflect an allocation of overall investments t~) only that portion of total output 

33 Multilayered Wood Flooring from China, USITC Pub. 4278 at 8-10 ("U.S. Floors merely engages in 
finishing operations and does not perform sufficient production-related activities to warrant inclusion in the 
domestic industry"); Raw Flexible Magnets from China and Taiwan, Inv. Nos. 701- T A-452 (Final) and 731- TA- 
1129-1130 (Final), USITC Pub. No. 4030 (Aug. 2008) at 7-9; Synthetic Indigo from China, Inv. No. 73l-TA-851 
(Final), USITC Pub. 3310 (June 2000) at 6-8. See also Certain Carbon Steel Butt-Weld Pipe Fittings from China 
and Thailand, Inv. Nos. 731-TA-520 and 521 (Final), USITC Pub. 2528 (June 1992) at 2-3 (questioning "whether or 
not ... shipments of finished pipe fittings made from {unfinished} imports should be classified as 'domestic' 
shipments. "). 

34 Petitioner notes that [ V)CUV\.l, and o.lt, \ \ cdiow, 
finishing operations appear to be privately-held. 

]. A number of other, smaller 

35 Declaration of [ SOUfu...-], attached at Exhibit 1-4. 
ld. 36 
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accounted for by the covered IMTDC. It will typically be the case that only a small percentage 

of the (theoretical) [ "Q,\~e.. ] capital investment for a machine shop is used to finish blanks for 

covered IMTDC. 

b. Technical Expertise Involved 

Finishing of imported blanks for covered IMTDC requires a machine tool operator with 

c. Value Added in the United States 

Value added through finish machining represents, on average, [ pc tee",*, ] of 

production costs. " Thus, finish machining clearly represents a small portion of the total cost of 

production for finished IMTDC. 

d. Employment Levels 

As noted above, the entities involved in finishing imported blanks for covered IMTDC 

are typically machine shops performing custom machining of a broad range of parts and 

components. [ (1M" \th~",eV\4 i t'\~otn'\~ -\;_"biO 

].39 

e. Quantity and Parts Sourced in the United States 

The input material for finishers is primarily imported blanks.4o The subject imports are 

major sources of supply for finishers. [ 

37 Jd. 

Jd. 

Jd. 

38 

39 

40 There are rare instances where [ f'\'\o..C" "- ... ~ \"'~\\\ ~encE> 
]. Declaration of. [ so"'tC(,], attached at Exhibit 1-4. 

41 Jd. 
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f. Other Costs or Activities in the United States 

Petitioner has limited knowledge as to other costs or activities in the United States by 

finishers that would be relevant to production of the like product. 

g. Conclusion 

The foregoing shows that finish machining operations: (l) entail relatively small capital 

investment; (2) require only modest technical expertise; (3) account for a clear minority of value- 

added; (4) represent low levels of employment; (5) involve no U.S. parts;42 and (6) have limited 

other related U.S. costs and activities. Therefore, neither Commerce nor the Commission should 

consider U.S. operations limited to finishing of imported unfinished IMTDC within the purview 

of the domestic industry. 

2. Exclusion of U.S. Producers Under the Related Parties Provision 

Pursuant to 19 U.S.C. § 1677(4)(B), a U.S. producer that either imports the subject 

merchandise, or is related to a producer or importer of the subject merchandise, may be excluded 

from the domestic industry. The Commission has also found that U.S. producers that are large 

purchasers of subject imports may be excluded from the domestic industry under the related 

parties provision.f In determining whether to exclude a company from the domestic industry as 

a related party, the Commission has considered such factors as: 

42 See Multilayered Wood Flooringfrom China, USITC Pub. 4278 (Nov. 2011) at 10 ("U.S. Floors does not 
source any of its raw materials from the United States"). 
43 See Cut-to-Length Plate from the Czech Republic, France, India, Indonesia, Italy, Japan, Korea, and 
Macedonia, Inv. Nos. 701-TA-387-392 and 731-TA-815-822 (Prelim.), USITC Pub. 3181 (Apr. 1999) at 10-12 
(unchanged in final); Certain Brake Drums and Rotors from China, Inv. Nos. 731-TA-744 (Final), USITC Pub. 
3035 (Apr. 1997) at 10, n.50; Certain Carbon Steel Butt-Weld Pipe Fittingsfrom China and Thailand, USITC Pub. 
2528 (June 1992) at 12. 
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(1) the percentage of domestic production attributable to the importing producer;" 

(2) the reason the producer decided to import the product subject to investigation, 
i. e., whether the firm benefits from the L TVF sales or subsidies or whether the 
firm must import in able to enable it to continue production and compete in 
the U.S. market." 

(3) the position of the related producer vis-a-vis the rest of the industry, i.e., 
whether the inclusion or exclusion of the party will skew the data for the rest 
of the industry; 46 

(4) the ratio of import shipments to U.S. production.Y and 

(5) whether the primary interest of the related producer lies m domestic 
production or importation." 

[ 

]. 

As previously noted, Petitioner is aware of companies that finish blanks for covered 

IMTDC in the United States, but do not produce such blanks here. These companies rely 

primarily on blanks imported from the subject countries. If the Commission were to conclude 

44 See Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct Int'l Trade 1992), aff'd without opinion, 
991 F.2d 809 (Fed. Cir.l993). 

45 Id. 

46 Id 

47 See Allied Mineral Products, Inc. v. United States, 28 CIT 1861, 1865 (2004). 
48 !d. 
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that U.S. operations limited to finishing imported blanks for covered IMTDC are sufficient to 

constitute U.S. production, then Petitioner submits that finishers that import or purchase subject 

blanks should be excluded from the domestic industry under the related parties provision. 49 

Similarly, finishers that are related to producers or importers of the subject merchandise should 

be excluded from the domestic industry. 50 

The sourcing of unfairly traded blanks provides a substantial advantage for finishers 

selling into the U.S. market, and shields them to a significant degree against other subject import 

suppliers. Finishers' operational results will also benefit from access to unfairly traded blanks 

and reflect lower costs than would otherwise be the case. If the operational results of finishers 

were combined with the data of U.S. producers, it may skew the combined results." 

As detailed elsewhere, and supported by CBP rulings,52 the finishing of blanks does not 

constitute substantial transformation. Thus, U.S.-finished IMTDC of Chinese or Canadian 

castings/forgings remain Chinese- or Canadian-origin products. Under these circumstances, it 

would seem anomalous to conclude that U.S. finishing operations, in of themselves, reflect a 

primary interest in U.S. manufacturing. These facts and circumstances support exclusion from 

the domestic industry of companies that do not produce blanks themselves in the United States, 

but which import or purchase subject blanks for finishing in the United States. 

49 In particular, [ 
]. See Declaration of 

[ S04AfC.'t], attached at Exhibit 1-4. 

50 t\()' w.e Q.~' \\0:'\-'\0 n 
51 r'\ ~ W\-e. .., (A. (' P \\ e ( 

]. See id. 

]. 
52 See Headquarters Ruling Letter 967908 (Jan. 24,2006); New York Ruling Letter N022414 (Feb. 7, 2008); 
Headquarters Ruling Letter W968396 (Dec. 21, 2006); Headquarters Ruling Letter 561745 (July 20, 2000); 
Headquarters Ruling Letter 561498 (Mar. 22, 2000); Headquarters Ruling Letter 561297 (June 2, 1999), attached at 
Exhibit 1-10. 
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D. Subject Imports Are Causing Material Injury to the Domestic Industry 

In determining whether a domestic industry is experiencing present material injury 

caused by unfairly traded imports, the Commission is directed by law to consider: 

(1) the volume of imports of the subject merchandise, 

(2) the effect of imports of that merchandise on prices in the United States for 
domestic like products, and 

(3) the impact of imports of such merchandise on domestic producers of domestic 
like products. 53 . 

As demonstrated below, the evidence bearing upon these factors shows that the domestic 

industry producing IMTDC is suffering material injury by reason of subject imports. 

1. The Subject Imports Should Be Cumulated 

In evaluating the volume and price effects of subject imports, Section 771(7)(G)(i) of the 

Act requires the Commission to cumulate subject imports from multiple countries as to which 

petitions were filed on the same day, if such imports compete with each other and with the 

domestic like product in the U.S. market." In assessing whether subject imports compete with 

each other and with the domestic like product, the Commission generally has considered four 

factors: 

(1) the degree of fungibility between subject imports from different countries and 
between subject imports and the domestic like product, including consideration of 
specific customer requirements and other quality-related questions; , 

(2) the presence of sales or offers to sell in the same geographic markets of 
subject imports from different countries and the domestic like product; 

(3) the existence of common or similar channels of distribution for subject 
imports from different countries and the domestic like product; and 

53 19 U.S.C. § 1677(7)(B). 

54 19 U.S.C. § 1677(7)(G)(i); see id. at § 1677(7)(G)(ii). None of the exceptions to cumulation apply. 
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(4) whether the subject imports are simultaneously present in the market." 

While no single factor is necessarily determinative, and the list of factors IS not 

exhaustive, these factors are intended to provide the Commission with a framework for 

determining whether the subject imports compete with each other and with the domestic like 

product.i" Only a "reasonable overlap" of competition is required. 57 

In these investigations, each of the Commission's usual factors indicates that subject 

imports compete with each other and with the domestic like product. 

a. Imports from the Subject Countries Are Fungible 

Imports of IMTDC from Canada and China are generally substitutable with each other 

and with the domestic like product. The subject products from both countries are produced and 

sold in a range of product types and sizes. Imports from both countries are also made by the 

same or similar processes on the same or similar equipment. Imports from both countries also 

have the same general range of chemical and physical properties as the domestic like product. 

While, as noted above, IMTDC comprise various types of components, both of the subject 

countries export significant volumes of goods to the United States under the identified HTS 

items. 58 This factor therefore supports cumulation of the subject imports. 

55 See Certain Cast-Iron Pipe Fittings from Brazil, the Republic 1.1 Korea, and Taiwan, Inv. Nos. 731-TA- 
278-280 (Final), USITC Pub. 1845 (May 1986), aff' d, Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898 (Ct. 
Int'l Trade), aff'd, 859 F.2d 915 (Fed. Cir. 1988). 
56 See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int'l Trade 1989). 
57 The Statement of Administrative Action to the Uruguay Round Agreements Act, H.R. Doc. No. 103-316 
(1994) ("SAA") at 848 expressly states that "the new section will not affect current Commission practice under 
which the statutory requirement is satisfied if there is a reasonable overlap of competition;" see Goss Graphic Sys., 
Inc. v. United States, 33 F. Supp. 2d 1082, 1087 (Ct.lnt'l Trade 1998) ("cumulation does not require two products to 
be highly fungible"); Wieland Werke, AG, 718 F. Supp. at 52 ("Completely overlapping markets are not required"). 
58 See Import Data, attached at Exhibit 1-13. 
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b. Imports from the Subject Countries Compete In the Same 
Geographic Markets 

Imports of IMTDC from Canada and China compete with each other and with the 

domestic like product throughout the U.S. market. The substantial [ ] of imports 

from both countries reflect massive sales throughout the United States. 

c. Imports from the Subject Countries Are Sold Through Common 
Channels of Distribution 

IMTDC from all sources are sold directly to end users and through distributors. 59 

Relevant distributors are typically focused on the provision of mechanical transfer drive 

components, such as the sheaves (pulleys), flywheels, and bushings covered by these petitions/" 

Many distributors carry multiple brands and sources of IMTDCs, including those of U.S., 

Chinese, and Canadian origin." This factor therefore also supports cumulation of the subject 

imports. 
:; '.", 

d. Imports from the Subject Countries Were Simultaneously Present 
in the U.S. Market 

Exhibit 1-18 shows that imports from both Canada and China entered the United States 

in every single month from January 2012 through August 2015 (the latest month for which data 

are available). Thus, this factor provides further evidence that subject imports are competing 

with each other and the domestic like product. 

e. Conclusion 

Canada and China are both large sources of the subject IMTDC sold in the U.S. market. 

Each country is the source of a broad array of product types and sizes. Imports from both 

59 See Declaration of [ S4)u.tCE'j, attached at Exhibit 1-4. 

Id. 

Id. 

60 

61 
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countries entered the United States during every month of the POI. Canadian, Chinese and U.S. 

producers sold the same general range of IMTDC throughout the United States. Thus, the 

evidence shows that subject imports from both countries compete with each other and the 

domestic like product. The Commission should therefore cumulate subject imports for purposes 

of its material injury analysis. 

2. The Volume of Subject Imports Is Significant 

In evaluating the volume of imports, the Commission must "consider whether the volume 

of imports of the merchandise, or any increase in that volume either in absolute terms or relative 

to production or consumption in the United States, is significant.v'" In these investigations, 

available data show that the volume of subject imports, both in absolute terms and relative to U.S. 

consumption and production, is significant within the meaning of the relevant statutory provision. 

The best data available to Petitioner show that the value'" of the subject imports'" is 

significant and accounts for a significant share of the U.S. market. Subject imports totaled $230 

million in 2012, $236 million in 2013, and $271 million lin 2014.65 Subject import values 

reached $145 million during the first half of2015.66 The subject imports' market share was also 

62 19 U.S.C. § 1677(7)(C)(i). 

63 As discussed in Section LL above, the subject imports are quantified on a value basis only. As a result, 
apparent domestic consumption may also only be quantified on a value basis. 

64 For purposes of measuring subject import volumes, Petitioner has relied upon data for subject imports 
entering the United States under the HTS numbers identified in Section I.E.4 above. While Petitioner believes that 
some imports entering under these numbers fall outside the scope of this petition, the official import data for these 
tariff classifications represent the best information available to Petitioner. The import data does not include 
additional categories under which merchandise may enter, as described in, supra, Section LE.4. 

65 Import Data, attached at Exhibit 1-13. 

66 Jd. 
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significant throughout the period, reaching [ ] percent of apparent domestic consumption 

during the first half of2015.67 

3. The Price Effects of The Subject Imports Are Significant 

In evaluating the effect of subject imports on prices, the Commission must consider 

whether "there has been significant price underselling by the imported merchandise," and 

whether the effect of imports "otherwise depresses prices to a significant degree or prevents price 

increases, which otherwise would have occurred, to a significant degree.,,68 The information 

available to Petitioner regarding these statutory factors indicates that the price effects of subject 

imports are significant. 

In particular, Petitioner notes that the covered IMTDC are frequently used in industrial 

materials handling operations, particularly in factories and in oilfield applications. Demand for 

covered IMTDC is therefore closely related to demand for manufactured goods and oil and gas. 

From 2012-2015, demand for manufactured products, inclusive of petrochemical products, was 

virtually flat.69 One would normally expect, then, that U.S. producers' shipments of IMTDC 

would also remain flat. [ 

].70 The 

effects of such underselling can be seen [ 

71 ]. 

67 Apparent Domestic Consumption and Market Shares, attached at Exhibit 1-15. 

68 19 U.S.C. § 1677(7)(C)(ii). 

69 Census Data on Shipments for Manufactured Products, attached at Exhibit 1-19. 

70 See Domestic Production/Shipments Data, attached at Exhibit 1-20. 

71 See Domestic Financial Data, attached at Exhibit 1-21. 
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The significant price effects of the subject imports will be further evidenced in the data 

that the Commission collects on prices of particular products. It is important that price 

comparisons be made on the basis of comparable products. Pursuant to 19 C.F .R. § 

207.11 (b )(iv), the Petitioner requests that the Commission c~llect pricing data on the following 

products: 

Product 1 - Conventional (or classical) "C" groove sheave, with 24-inch outside 
diameter and five grooves, suitable for use with Type F bushing 

Product 2 - Conventional (or classical) "C" groove sheave, with a 44-inch 
outside diameter and six grooves, suitable for use with Type N 
bushing 

Product 3 - Conventional (or classical) "C" groove sheave, with a 50-inch 
outside diameter and eight grooves, suitable for use with Type J 
bushing 

Product 4 - Narrow "v" groove sheave, with a 53-inch outside diameter and six 
grooves, suitable for use with Type N bushing 

4. The Impact of Subject Imports .on the Domestic Industry Is 
Significant 

In examining the impact of subject imports on the domestic industry, the Commission is 

instructed to "evaluate all relevant economic factors which have a bearing on the state of the 

industry in the United States."n These factors include, but are not limited to: 

(I) actual and potential decline in output, sales, market share, profits, 
productivity, return on investments, and utilization of capacity, 

(II) factors affecting domestic prices, 

(III) actual and potential negative effects on cash flow, inventories, 
employment, wages, growth, ability to raise capital, and investment, 

72 19 U.S.C. § 1677(7)(C)(iii). 
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(IV) actual and potential negative effects on the existing development and 
production efforts of the domestic industry, including efforts to develop a 
derivative or more advanced version of the domestic like product, and 

(V) the magnitude of the margin of dumping.I'' 

The Commission is directed to evaluate all factors "within the context of the business 

cycle and conditions of competition that are distinctive to the affected industry.r''" 

a. Rising Subject Imports Have Eroded Domestic Output and 
Shipments 

U.S. production of IMTDC [ -+ .,..-e", clS 

b. Increasing Volumes of Low-Priced Subject Imports Resulted in 
Declining Financial Performance for the Domestic Industry 

Aggressively low pricing from subject imports adversely affected domestic industry 

performance throughout the period of investigation. [ 

73 Id. 

74 Id. 
", 

See Domestic Production/Shipments Data, attached at Exhibit 1-20. Data for domestic production and 
shipments represent [ 'S 0 tA r c:t ' ]. 
75 

76 See Domestic Financial Data, attached at Exhibit 1-21. Data for domestic financial performance represent 
]. 
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c. Other Indicators Confirm that Subject Imports Prevented the 
Domestic Industry from Taking Advantage of Demand Conditions 

The other factors typically considered by the Commission in its material injury analysis 

further highlight the inability of the domestic industry to take advantage of [ -\- e-e t"\~ ~ 

] as a result of rising volumes of unfairly traded subject imports. Production capacity 

[ ].77 However, capacity utilization [ 

Rising subject imports also negatively affected employment in the U.S. IMTDC industry. 

For example, [ +"C""et\J. , 

Further, [ 

d. Subject Imports Have Caused U.S. Producers to Lose Sales and 
Revenues 

Given the way in which covered IMTDC are produced and sold, the ability of the 

domestic industry to identify specific examples of lost sales or lost revenues by reason of subject 

77 See Domestic Capacity Utilization Data, attached at Exhibit 1-22. Data for domestic capacity represent 
,o"",.e ]. 

78 Id 

79 See Domestic Employment Data, attached at Exhibit 1-23. Data for domestic employment represent [ 
$o\).C'ee ]. 

80 Id. 

81 Id 
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examples of lost sales and lost revenues; these can be found in Exhibit 1-16. Thus, the 

Commission should find that subject imports have resulted in lost sales and lost revenues to the 

domestic industry. 

5. Conclusion 

All of the indicators of material injury are present in this case. The volume of subject 

imports was significant both absolutely and relative to apparent domestic consumption and U.S. 

production. Subject imports systematically undersold the domestic product, causing domestic 

prices to fall even as [ + -e: e Y"6 '5 ]. The domestic industry [ ,.. r -e r\.J 5 
] over the period. The industry's financial performance [ + c e (\oJ;," 

]. Subject imports also adversely affected [ ]. 

Therefore, the volume, price effects, and impact of subject imports on the U.S. IMTDC industry 

have been both significant and harmful. The Commission should find that subject imports have 

caused material injury to the domestic industry. 

E. Subject Imports Threaten Additional Material Injury to the Domestic 
Industry 

As shown above, imports of subject IMTDC from Canada and China have materially 

injured the domestic industry producing covered IMTDC. In addition, the evidence available to 

Petitioner also demonstrates that the subject imports threaten the domestic industry with material 

82 The Commission's regulations ask petitioners to provide "a listing of all sales or revenues lost by each 
petitioning firm by reason of the subject merchandise during the three years preceding filing of the petition." 19 
C.F.R. § 207.11(b)(v). Such detailed information is difficult to provide for the IIMTDC industry and thus a full 
listing is not reasonably available to Petitioner. However, examples of lost sales and revenues are included in 
Lost Sales and Lost Revenues, attached at Exhibit 1-16. 

36 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



PUBLIC VERSION 

Injury. In assessing threat, the Commission should cumulate imports from all of the subject 

countries. 

1. The Commission Should Cumulate Subject Imports for Purposes of 
Its Threat Analysis 

The initial step in the Commission's consideration of threat of injury is to determine 

whether the subject imports should be cumulated. Cumulation for purposes of the Commission's 

analysis of the issue of threat of material injury is discretionary, rather than mandatory.f For 

threat purposes, the Commission may cumulate imports of the subject merchandise from all 

countries if (1) the petitions were filed on the same day, and (2) "if such imports compete with 

each other and with domestic like products in the United States market. ,,84 As this petition 

covers all ofthe subject countries, the first requirement is clearly met. 

In deciding whether imports compete with each other, the Commission will consider the 

same statutory factors as for material injury.85 As demonstrated above, the subject imports all 

compete with each other and with domestic like products in the U.S. market. Thus, the statutory 

requirements for cumulation in a threat investigation have been satisfied. 

In addition to the statutory factors, the Commission has considered a number of other 

factors in determining whether to exercise its discretion to cumulate imports for threat purposes. 

These factors include: 

(1) Trends in import volumes; 

(2) Trends in market shares; 

(3) Evidence of underselling and price effects of imports; 

83 Chlorinated ]socyanurates from China and Japan, Inv. Nos. 701-TA-501 and 731-TA-1226 (Final), 
USITC Pub. 4494 (Nov. 2014) at 33; Seamless Refined Copper Pipe and Tubefrom China and Mexico, USITC Pub. 
4193, Inv. Nos. 731-TA-1174-1175 (Final) at 15. 
84 19 U.S.C. § 1677(7)(H). 

See Seamless Refined Copper Pipe and Tube from China and Mexico, USITC Pub. 4193 at 17. 85 
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(5) The types of the subject merchandise exported from each country." 

A review of these factors confirms that the Commission should determine to cumulate 

imports from all of the subject countries for purposes of its threat determination. In particular, 

the value of imports from both countries is substantial and has increased over time.87 Imports 

from both countries have undersold the domestic like product, and have contributed the price 

effects felt by U.S. producers. While Petitioner is aware of no public source regarding the actual 

capacity of producers in the subject countries, the number of producers identified in Canada and 

China,88 as well as the substantial and increasing value of their imports.t" demonstrates that both 

countries have significant capacity for the production of covered IMTDC products. Both Canada 

and China appear to provide the full range of covered IMTDC products, inclusive of sheaves, 

flywheels and bushings. Further, there is also evidence of common control of certain Chinese 

and Canadian manufacturing operations. 90 In sum, the information available to Petitioner 

supports cumulation for purposes of a threat analysis. 

2. Subject Imports Threaten Domestic Producers with Additional 
Material Injury 

In determining whether subject imports threaten a domestic industry with material injury, 

the Commission must consider a number of factors. These factors include: 

(1) The nature of any countervailable subsidies; 

86 See Chlorinated Isocyanurates from China and Japan, USITC Pub. 4494 at 33-35; Seamless Refined 
Copper Pipe and Tubefrom China and Mexico, USITC Pub. 4193 at 17-1.8. 
87 Import Data, attached at Exhibit 1-13. 

88 See Chinese Producers/Exporters ofMTDC, attached at Exhibit 1-11 and Canadian Producers/Exporters of 
MTDC, attached at Exhibit 1-12. 

89 Import Data, attached at Exhibit 1-13. 

90 name. 
], attached at Exhibit 1-4. 

]. See Declaration of [ S o "" r c e 
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(2) Existing unused production capacity or potential increases in production capacity 
in the exporting country; 

(3) A significant rate of increase of the volume or market penetration of imports of 
the subject merchandise; ) 

(4) Price effects of the subject imports; 
(5) Inventories of the subject merchandise; and 
(6) The potential for pro duct-shifting. 91 

In this case, these factors weigh in favor of an affirmative threat determination. 

a. The Domestic IMTDC Industry Is Vulnerable to Material 
Injury from the Subject Imports 

The starting point for the Commission's assessment of threat is the question of whether 

the domestic industry is vulnerable to material injury by reason of the subject imports.92 To 

assess vulnerability, the Commission will consider the various indicators of performance for the 

industry. The Commission gives special weight to the industry's performance at the end of the 

period of investigation.f" 

The domestic industry producing IMTDC is plainly III a vulnerable situation. As 

explained above, it has incurred [ ]. These 

[ ], and has been accompanied by [ + Y'" e no\'.!S 

]. As such, the Commission should find that the domestic 

IMTDC industry is currently vulnerable to further subject imports. 

91 19 U.S.C. § 1677(7)(F)(i). 
92 Seamless Refined Copper Pipe and Tube from China and Mexico, USITC Pub. 4193 at 34; Certain 
Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe from China, Inv. Nos. 701-TA-469 and 731- 
TA-1168 (Final), USITC Pub. 4190 (Nov. 2010) at 27-28. 
93 Seamless Refined Copper Pipe and Tube from China and Mexico. USITC Pub. 4193 at 34. 
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b. The Subject Imports Have Significantly Increased in Volume 
[ ] 

As discussed above, the volume of subject imports increased substantially over the 

increased [ 

] for covered IMTDC in the U.S. market.94 That imports have 

] is an indicator of threat. 95 Further, subject imports have 

review period, despite [ 

[ over the investigation period, while both [ 

c. The Subject Imports Have Had Demonstrable Price Effects 

A second factor the Commission considers in analyzing threat is whether the subject 

imports have had demonstrable price effects. As stated above, subject imports have increased 

absolutely and [ +~e ~ ], as a result of their underselling of U.S. IMTDC producers. 

The evidence in this investigation will demonstrate further price depression andlor price 

suppression as a result of subject imports. 

d. Subject Producers Encourage Exportation of Subject 
Merchandise Through Countervailable Subsidies 

As part of its threat analysis, the Commission must consider "if a countervailable subsidy 

is involved" and, in particular, "whether the countervailable subsidy is a subsidy described in 

Article 3 or 6.1" of the WTO Agreement on Subsidies and Countervailing Measures." Petitioner 

alleges that IMTDC producers in China have received a wide array of countervailable subsidies. 

These subsidies encourage the exportation of subject merchandise by encouraging production far 

94 Apparent Domestic Consumption and Market Shares, attached at Exhibit 1-15; Census Data on Shipments 
of Manufactured Products, attached at Exhibit 1-19; see also discussion infra at II.D.3. 

95 Chlorinated Isocyanuratesfrom China and Japan, USlTC Pub. 4494 at 35. 

96 Apparent Domestic Consumption and Market Shares, attached at Exhibit 1-15. 

97 19 U.S.C. § 1677(7)(F)(i)(I). 
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in excess of local demand. Notably, Petitioner has alleged that Chinese producers of covered 

IMTDC receive export subsidies, such as export credits, direct support to export-focused , , 

companies located in certain zones or areas or that achieve a certain value of exports, and export 

assistance grants." 

e. SUbject Producers Have Significant Volumes of New and 
Unused Capacity, which Indicate the Likelihood of 
Substantially Increased Imports 

In making a threat determination, the Commission shall consider "any existing unused 

production capacity or imminent, substantial increase in production capacity in the exporting 

country indicating the likelihood of substantially increased imports. ,,99 The Commission will 

also consider whether other export markets are available to the foreign producers that could 

absorb excess production. 100 The availability of capacity for increased exports to the United 

States weighs heavily in favor of a threat determination.l'" 

Data regarding subject producers' current capacity utilization is not reasonably available 

to Petitioner. However, the growing imports of covered IMTDC from Canada and China show 

that producers in these countries are well able to increase their exports to the United States. 

Further, their substantial and growing exports to the UnitedStates indicate that any alternative 

export markets are less attractive than the U.S. market. As such, the available information 

regarding subject producers' excess capacity weighs in favor of an affirmative threat 

determination. 

98 See Volume IV. 
99 

]00 

19 U.S.C. § 1677(7)(F)(i)(II). 

19 U.S.C. § 1677(7)(F)(i)(Il). 
]01 See Chlorinated Isocyanurates from China and Japan, USITC Pub. 4494 at 36; Polyethylene Retail Carrier 
Bags from Indonesia, Taiwan, and Vietnam, Inv. Nos. 701-TA-462 and 731-TA-1l56-1158 (Final), USITC Pub. 
4144 at 25-26 (Apr. 2010). 
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f. Inventories of the Subject Merchandise Threaten the Domestic 
Industry with Additional Material Injury 

The Commission must consider inventories of the subject merchandise as an indicator of 

the extent to which subject imports threaten additional material injury to the domestic 

industry.102 Petitioners do not have access to data regarding inventories ofIMTDC in the subject 

countries. 

g. Facilities in the Subject Countries that Are Currently Being 
Used to Make Other Products Could Be Used to Produce 
Covered IMTDC 

In weighing the threat to the domestic industry, the Commission must consider "the 

potential for product-shifting if production facilities in the foreign country, which can be used to 

produce the subject merchandise, are currently being used to 'produce other products.,,103 In this 

case, the potential for product-shifting is substantial. 

As explained above, the sheaves (pulleys), flywheels, and bushings subject to these 

investigations are iron products of largely circular or cylindrical cross-section, used to transmit 

energy in mechanical transfer drive sections. However, they are not the only iron products, or 

even the only iron products of largely circular or cylindrical cross section, used in mechanical 

transfer drive systems. Other such products, which are not included in the scope of these 

Petitions, include sprockets and gears, which can be produced in the same facilities as subject 

merchandise. 104 Accordingly, it would be quite simple for producers in the subject countries to 

102 19 U.S.C. § 1677(7)(F)(i)(V). 

19 U.S.C. § I 677(7)(F)(i)(VI). 103 

104 Sprockets are toothed wheels meant to engage with chains, rather than belts, in mechanical transfer drive 
systems. Gears are likewise toothed wheels, but rather than engaging with belts, chains, or like devices, they are 
used to transfer energy by engaging with other gears. 
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shift production away from these goods into additional production of covered IMTDC. This 
" 

significant potential for product-shifting further supports a threat determination here. 

h. Subject Imports Are Hindering the Existing Development and 
Production Efforts of the Domestic Industry 

In assessing the threat to the domestic industry from subj ect merchandise, the 

Commission must consider "the actual and potential negative effects on the existing development 

and production efforts of the domestic industry, including efforts to develop a derivative or more 

advanced version of the domestic like product.,,[05 As discussed above with respect to present 

material injury, the significant presence of subject imports caused the domestic industry to [ 

]. This harm has already compromised 

domestic producers' ability to adequately fund their development and production efforts; further 

imports can only worsen this harm. Accordingly, this statutory factor also indicates that the 

domestic industry is threatened with additional material injury by subject imports. 

i. Conclusion 

All of the criteria for threat of material injury are present in this case. High and rising 

levels of subject imports have left the domestic industry in a vulnerable condition. Subject 

imports have increased absolutely [ -+ 'C"'t'",c:lj ]. They have depressed and supressed 

domestic prices. The subject producers' significant exports bespeak substantial excess capacity, 

and subject producers are easily able to shift production from other products, including gears and 

sprockets, to the covered IMTDC goods. By depriving the domestic industry of the revenues and 

profits needed to fund future research and development, the subject imports have prevented the 

105 19 U.S.C. § 1 677(7)(F)(i)(VIIl). It should be noted that 19 U.S.C. § l677(7)(F)(i)(VII) relates to 
investigations that involve imports of raw agricultural products. Thus, that provision is not relevant to these 
investigations. 
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domestic industry from taking the steps needed to remain competitive. For all of these reasons, 

the Commission should determine that the subject imports threaten the domestic IMTDC 

industry with material injury. 

F. Conclusion 

All statutory factors support a finding that imports of IMTDC from the subject countries 

have caused material injury to the domestic industry, and that such imports threaten additional 

material injury. Thus, the Commission should make affirmative determinations with respect to 

all subject imports. 

III. CONCLUSION 

For the reasons outlined above and in the companion volumes being filed with the 

Department and Commission, Petitioner respectfully requests that the agencies initiate injury and 

less-than-fair-value/subsidy investigations with respect to imports of certain iron IMTDC from 

Canada and China, and that AD/CVD duties be imposed to offset the dumping margins and 

subsidy rates detailed in the specific AD and CVD volumes. 

Robert DeFrancesco 
Maureen Thorson 

WILEY REIN LLP 
1776 K Street, N.W. 
Washington, D.C. 20006 
(202) 719-7000 

Counsel to TB Wood's Incorporated 
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Petitioner 

TB Wood's Incorporated 
440 North Fifth Ave. 
Chambersburg, PA 17201 
Contact: Lew Crist, General Manager, Belted Drives 
Phone: (717) 264-7161 
Fax: (717) 264-6420 
Website: www.tbwoods.com 
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Other Domestic Producers of Iron Mechanical Transfer Drive Components 

Goldens' Foundry and Machine Company 
600 12th St. 
Columbus, GA 31902 
Contact: George Boyd Sr., President 
Phone: (706) 323-0471 
Fax: (706) 596-2850 
Website: www.gfmco.com/ 

Martin Sprocket & Gear 
3100 Sprocket Dr. 
Arlington, TX 76015 
Contact: Jim Nutzman 
Phone: (817) 258-3000 
Fax: (817) 258-3333 
Website: www.martinsprocket.com 
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Domestic Finishers of Mechanical Transfer Drive Components 

B&B Manufacturing 
1712 Genesis Dr. 
La Porte, IN 46350 
Phone: (877) 787-4022 
Fax: (219) 324-2694 
Website: www.bbman.com 

Baldor-Dodge 
5711 R.S. Boreham Jr. Street 
Fort Smith, AR 72901 
Contact: Ronald Tucker, President 
Phone: (479) 646-4711 
Fax: (479) 648-5792 
Website: www.baldor.com/brands/baldor-dodge 

Custom Machine & Tool Co., Inc. 
301 Winter Street, Unit I 
Hanover, MA 02339 
Contact: Robert Bennett, President 
Phone: 781-924-1003 
Fax: 781-924-5154 
Website: www.cmtco.com 

Maurey Manufacturing Corp. 
410 Industrial Park Rd. 
Holly Springs, MS 38655 
Contact: Joseph W. Maurey, President and CEO 
Phone: 800-284-2161 
Fax: 662-252-6364 
Website: www.maurey.corn 

Torque Transmission 
1246 High Street 
Fairport Harbor, OH 44077 
Contact: John Rampe, President 
Phone: 440-352-8995 
Fax: 440-352-7682 
Website: www.torquetrans.com 
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3. ' [1. 
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2012 2013 2014 
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tr 
r. 
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7. l 

8 I am aware of the following additional operations performing finish machining of 
imported castings in the United States: II- -:- - ... _-.-~ .. 

.. ...... " '"',. _.-. - .,.., . 

1]. 

9. There are rare instances where [ _ 
f_.,,";; ,":,,~.~.\<. 

or~.,: 'I' '" e,,'!-: '~~ tv" -ol'll-i. '. 

_ I t ~ 
• : to 
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Finish Machining Requirements and Processes' . 
10. Finish machining ofnvrrfJ..c:rifq~it:~s [~ 

_} .:1]. . . 
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-,]. 

. - . - . 

12. Finish machining of IMTDC requires a 'quaUfi~ machine tooloperator, _p 

13. The value added in finish machining varies with the size and complexity of the 
item. P' . , ... . _ ..... ,- _. . _ • 

• ,.,1'" t] . 

. f4. The levels of employment required for fini~hiflgIMTDC can be quite modest, [A 

15. . ·The only input material for finishing of IMTDC is a blank in the approximate. 
shape of the finished good. This is typically a casting or forging. The essential 
characteristics of the finished IMTDC are dictated by the size, shape, and 
chemical makeup ofthe blank- 
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Commonalities of Production Process 

17. The Jty1rp~ subject to the petitions (sheaves, pulleys, flywheels, and bushings) 
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Distribution and Sale of IMTDC 
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] [t is my understanding that this is true also tor other 
U.S. IMTDC manufacturers, and most particularly those that engage in U.S. 
casting operating. 

* '" * 
25. The text surrounded by brackets contains business proprietary information, the 

release of which would cause serious commercial harrn to the submitter. 

26. I declare under penalty of perjury under the laws of the United States of America 
that to the best of my knowledge, the foregoing is true and correct. 
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[ 
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....... '...,.....,·r ...... ttoa ...... 

, . 

Calculation of U.S. Production of MTDC 
(quantity in pounds) 

2014 
TB Woods' Incorporated [ - ] 
Martin Sprocket & Gear [ } 
Golden's Foundry & Machine Co. [ } 
All Other (U.S. cast) [ ] 

[ } 
Sources: Exhibits 1-4 and 1-5. 

Calculation of U.S. Producers' Shipments of MTDC 
(value in $1,000) 

2014 
TB Woods' Incorporated [ J 
Martin Sprocket & Gear [ : J 
Golden's Foundry & Machine Co. [ , ] 
All Other (U.S. cast) [ ) J 

[ , ] 
Sources: Exhibits 1-4 and 1-5. 

Calculation of Industrv Support 
2014 

U.S. production (in pounds) [ J 

Share of U.s. production -- 
TB Woods' Incorporated [ ) J 
Martin Sprocket & Gear [ J 
Golden's Foundry & Machine Co. [ I ] 

All Other (U.S. cast) [ I J 
I 

"'; \1 . /' .. ~ . -. :. ~ , 'l 8 :.::' ~!.>1;· '7~( ,-".- ... ~" ~:',,' .. ' . ", ,'~ '.-;:_ • -. 'I." I :rt; 
U.S. producers' shipments (in $1,000) [ - ] 

Share accounted for by -- 
TB Woods' Incorporated [ - • - ~I ] 

Martin Sprocket & Gear [ ] 
Golden's Foundry & Machine Co. [ ] 
All Other (U.S. cast) [ I ] 
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- . -5 ProP! 
Calculation of U.S. Production and Finish Machining 

(quantity in pounds) 

2014 
TB Woods' Incorporated [ 7 ] 
Martin Sprocket & Gear ( I J 
Golden's Foundry & Machine Co. [ ) 1 
All Other (U.S. cast) [ ) 1 

[ . 1 
[ ) 1 

All Other (not U.S. cast) [ ] 

- 
TOTAL [ , J 

Sources: Exhibits 1-4 and 1-5. 

{ ..' Publw'Versi8a'1f~i;;';· ';' ., 
rietary Information Deleted 

Calculation of U.S. Producers' and Finishers' Shipments 
(value in $1,000) 

2014 
TB Woods' Incorporated [ ~ 1 
Martin Sprocket & Gear [ J 
Golden's Foundry & Machine Co. r ) J 
All Other (U.S. cast) [ ) J 

[ ] 
[ I ] 

All Other (not U.S. cast) [ ) J 

TOTAL [ i J 
Sources: Exhibits 1-4 and 1-5. 
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PUBLIC VERSION 
Business Proprietary Infonnation Deleted 

Alternative Calculation of Support 
2014 

U.S. production and finish machining 
(in pounds) 

Share of total accounted for by -­ 
TB Woods' Incorporated 
Martin Sprocket & Gear 
Golden's Foundry & Machine Co. 
All Other (u.s. cast) 

Finish machining companies 

U.S. producers' shipments (in $1,000) 

Share of total accounted for by -­ 
TB Woods' Incorporated 
Martin Sprocket & Gear 
Golden's Foundry & Machine Co. 
All Other (U.S. cast) 

Finish machining companies 
100.0% 

. ] 

] 
] 
] 
] 
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Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
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SECTION XVI 

MACHINERY AND MECHANICAL APPLIANCES; 
ELECTRICAL EQUIPMENT; PARTS THEREOF; SOUND 

RECORDERS AND REPRODUCERS, TELEVISION IMAGE 
AND SOUND RECORDERS AND REPRODUCERS, AND PARTS 

AND ACCESSORIES OF SUCH ARTICLES 
XVI-1 

1. This section does not cover: 

(a) Transmission, conveyor or elevator belts or belting, of plastics of chapter 39, or of vulcanized rubber (heading 4010), or 
other articles of a kind used in machinery or mechanical or electrical appliances or for other technical uses, of vulcanized 
rubber other than hard rubber (heading 4016); 

(b) Articles of leather or of composition leather (heading 4205) or of furskin (heading 4303), of a kind used in machinery or 
mechanical appliances or for other technical uses; 

(c) Bobbins, spools, cops, cones, cores, reels or similar supports, of any material (for example, chapter 39, 40, 44 or 48 or 
section XV); 

(d) Perforated cards for Jacquard or similar machines (for example, chapter 39 or 48 or section XV); 

(e) Transmission or conveyor belts or belting of textile material (heading 5910) or other articles of textile material for technical 
uses (heading 5911 ); 

(f) Precious or semiprecious stones (natural, synthetic or reconstructed) of headings 7102 to 7104, or articles wholly of such 
stones of heading 7116, except unmounted worked sapphires and diamonds for styli (heading 8522); 

(g) Parts of general use, as defined in note 2 to section XV, of base metal (section XV), or similar goods of plastics (chapter 
39); 

(h) Drill pipe (heading 7304); 

(ij) Endless belts of metal wire or strip (section XV); 

(k) Articles of chapter 82 or 83; 

(I) Articles of section XVII; 

(m) Articles of chapter 90; 

(n) Clocks, watches or other articles of chapter 91; 

(0) Interchangeable tools of heading 8207 or brushes Of a kind used as parts of machines (heading 9603); similar interchangeable 
tools are to be classified according to the constituent material of their working part (for example, in chapter 40, 42, 43, 45 
or 59 or heading 6804 or 6909); 

(p) Articles of chapter 95; or 

(q) Typewriter or similar ribbons, whether or not on spools or in cartridges (classified according to their constituent material, or 
in heading 9612 if inked or otherwise prepared for giving impressions). 

2. Subject to note 1 to this section, note 1 to chapter 84 and to note 1 to chapter 85, parts of machines (not being parts of the 
articles of heading 8484, 8544, 8545, 8546 or 8547) are to be classified according to the following rules: 

(a) Parts which are goods included in any of the headings of chapter 84 or 85 (other than headings 8409, 8431,8448,8466, 
8473, 8487, 8503, 8522, 8529, 8538 and 8548) are in all cases to be classified in their respective headings; 

(b) Other parts, if suitable for use solely or principally with a particular kind of machine, or with a number of machines of the 
same heading (including a machine of heading 8479 or 8543) are to be classified with the machines of that kind or in heading 
8409,8431,8448,8466,8473,8503, 8522, 8529 or 8538 as appropriate. However, parts which are equally suitable for use 
principally with the goods of headings 8517 and 8525 to 8528 are to be classified in heading 8517; 
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XVI-2 

Notes (con.) 

(c) All other parts are to be classified in heading 8409, 8431,8448, 8466, 8473, 8503, 8522, 8529 or 8538 as appropriate or, 
failing that, in heading 8487 or 8548. 

3. Unless the context otherwise requires, composite machines consisting of two or more machines fitted together to form a whole 
and other machines designed for the purpose of performing two or more complementary or alternative functions are to be classified 
as if consisting only of that component or as being that machine which performs the principal function. 

4. Where a machine (including a combination of machines) consists of individual components (whether separate or interconnected 
by piping, by transmission devices, by electric cables or by other devices) intended to contribute together to a clearly defined 
function covered by one of the headings in chapter 84 or chapter 85, then the whole falls to be classified in the heading appropriate 
to that function. 

5. For the purposes of these notes, the expression "machine" means any machine, machinery, plant, equipment, apparatus or 
appliance cited in the headings of chapter 84 or 85. ' 

Additional U.S. Note 

1. For the purposes of this section, the term "printed circuit assembly"means goods consisting of one or more printed circuits of 
heading 8534 with one or more active elements assembled thereon, with or without passive elements. For the purposes of this 
note,"active elements" means diodes, transistors and similar semiconductor devices, whether or not photosensitive, of heading 
8541, and integrated circuits of heading 8542. 

Statistical Note 

1. Provisions for semiconductor manufacturing and testing machines and apparatus cover products for the growth and processing 
of semiconductor materials, such as silicon and gallium arsenide, the processing of such materials into semiconductor devices 
and the testing of such devices (in general the testing equipment, as well as some of the processing equipment, is classified in 
chapter 90). More specifically the goods include the following: 

(a) Wafer manufacturing equipment: 

(i) Crystal growers & pullers - used to produce extremely pure monocrystalline semiconductor boules from which wafers 
can be sliced. Most common methods employed in these crystal growers and pullers are the Czochralski and float zone 
methods. 

(ii) Wafer preparation equipment: 

(A) Crystal grinders - used to grind the crystal boule to precise diameter required for wafers and to grind the flats on 
the boule to indicate the conductivity type and resistivity of the crystal. 

(8) Wafer slicing saws - used to slice wafers from a boule of monocrystalline semiconductor material. 

(C) Wafer grinders, lappers and polishers - used to prepare the semiconductor wafer for the fabrication process. This 
involves bringing the wafer within dimensional tolerances. Especially critical is the flatness of its surface. 

(b) Mask fabrication and repair equipment: 

(i) Fabrication equipment - used to transfer design patterns to a mask or reticle, this equipment generally utilizes optical, 
electron beam or X-rays to write circuit patterns on photoreslst coated substrates. After development, these substrates 
become the mask or reticle for wafer fabrication. 

(ii) Repair equipment - this equipment generally utilizes focused ion beams or laser beams. They are used directly on the 
mask or reticle to remove chrome. 

(c) Wafer fabrication equipment: 

(i) Film formation equipment - used to apply or produce various films on the surface of the wafer during the fabrication 
process.These films serve as conductors, insulators and semiconductors on the finished device. They may include 
oxides and nitrides of the substrate surface, metals, and epitaxial layers. The processes and equipments listed below 
are not necessarily limited to the generation of a particular type of film. 

(A) Oxidation furnaces - used to form a "film" of oxide on the wafer. The oxide is formed by the chemical·reaction of the 
top molecular layers of the wafer with the applied oxygen or steam under heat. 
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XVI-3 

Statistical Note (con.) 

(B) Chemical Vapor Deposition (CVD) equipment - used to deposit various types of films which are obtained by combining 
the appropriate gases in a reactant chamber at elevated temperatures. This constitutes a thermochemical vapor-phase 
reaction. Operations may take place at atmospheric or low pressure (LPCVD) and may use plasma enhancement 
(PECVD). 

(C) Physical Vapor Deposition (PVD) equipment - used to deposit various types of films which are obtained by vaporizing 
a solid. 

(1) Evaporation equipment - in which the film is generated by heating the source material. 

(2) Sputtering equipment - in which the film is generated by bombarding the source material (target) with ions. 

(D) Molecular Beam Epitaxy (MBE) equipment - used to grow epitaxial layers on a heated monocrystalline substrate in 
an ultrahigh vacuum using beams of molecules. The process is similar to PVD. 

(ii) Doping equipment - which is used to introduce dopants into the wafer surface in order to modify the conductivity or other 
characteristics of a semiconductor layer: 

(A) Thermal diffusion equipment - in which the dopants are introduced into the surface of the wafer by the application 
of gases under high temperatures. 

(B) Ion Implantation - in which the dopants are "driven" into the crystal lattice structure of the surface of the wafer in the 
form of a beam of accelerated ions. 

(C) Annealing furnaces - which are used to repair the crystal lattice structures of the wafer damaged by ion implantation. 

(iii) Etching and stripping equipment - used for etching or cleaning surfaces of the wafers. 

(A) Wet etching equipment - in which chemical etching materials are applied by spraying or immersion. Spray etchers 
provide more uniform results than bath etchers, since they perform the operation on one wafer at a time. 

(B) Dry plasma etching - in which etching materials are presented as gases within a plasma energy field, providing an 
anisotropic etch profile. \' . 

(C) Ion beam milling equipment - in which ionized gas atoms are accelerated toward the wafer surface. The impact 
results in the top layer being physically removed from the surface. 

(D) Strippers or as hers - using techniques similar to etching, this apparatus removes the spent photoresist from the 
surface of the wafer after it has served its purpose as a "stencil". This equipment is also used for removal of nitrides, 
oxides, and polysilicon, with an isotropic etch profile. 

(iv) Lithography equipment - used to transfer the circuit designs to the photoresist coated surface of the semiconductor 
wafer. 

(A) Equipment for coating wafers with photoresist - these include the photoresist spinners which are used to apply liquid 
photoresist evenly over the surface of the wafer. 

(B) Equipment for exposing the photoresist coated wafer with the circuit design (or a part thereof): 

(1) Using a mask or reticle and exposing the photoresist to light (generally ultraviolet) or, in some instances, X-rays: 

(a) Contact printers - where the mask or reticle is in contact with the wafer during exposure. 

(b) Proximity aligners - similar to contact aligners except actual contact does not take place between the mask 
or reticle and the wafer. 

(c) Scanning aligners - which use projection techniques to expose a continuously moving slit across the mask 
and wafer. 

(d) Step and repeat aligners - which use projection techniques to expose the wafer a portion at a time. Exposure 
can be by reduction from the mask to the wafer or 1 :1. Enhancements include the use of an excimer laser. 

(2) Direct write on wafer equipment - these apparatus operate with no mask or reticle. They use a computer controlled 
"writing beam" (such as an electron beam (E-beam), ion beam or laser) to "draw" the circuit design directly on 
the photoresist coated wafer. 
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Statistical Note (con.) 

(C) Equipment for developing exposed wafers - these include chemical baths similar to those used in photographic 
laboratory applications. 

(d) Assembly equipment: 

(i) Dicing equipment - these include sawing machines and scribing machines (including laser scribers) and dicing accessories 
such as wafer breaking equipment. 

(ii) Die bonding equipment - which installs the die to the package by soldering or gluing 

(iii) Wire bonding equipment - used for attaching thin wires or tapes (usually of gold, aluminum or copper) from the die 
bonding pads to the corresponding pads on the package. . 

(iv) Packaging equipment - which are used to encapsulate or package a semiconductor device. They include sealing furnaces, 
lid welders, plastic encapsulation presses, lead trim and form equipment, package defiashers, and tin dip and solder 
plate equipment. 

(e) Testing and inspection equipment: 

(i) Optical inspection equipment - These include equipment that "examines" portions of the wafer surface and compares 
themeither to a standard pattern or to other portions of the wafer surface. 

(ii) Electrical testing equipment - These include computer controlled systems.that test the functions and electrical 
specificationsof semiconductor devices through the application and detection of electrical signals or patterns. Testing 
is performed on both unencapsulated dice and packaged integrated circuits. 
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XVI 
84-39 

Heading! Stat. Unit Rates of Dutv. 
Subheading Suf- Article Description of 1 2 

fix Quantity General Special 
8425 Pulley tackle and hoists other than skip hoists; winches and 

capstans; jacks: 
Pulley tackle and hoists other than skip hoists or hoists of 
a kind used for raising vehicles: 

8425.11.00 00 Powered by electric motor .............................................. No: ............ Free 35% 
8425.19.00 00 Other ................................................................................. No ............. Free 35% 

Winches; capstans: 
8425.31.01 00 Powered by electric motor .............................................. No ............. Free 35% 
8425.39.01 00 Other ................................................................................. No ............. Free 35% 

Jacks; hoists of a kind used for raising vehicles: 
8425.41.00 00 Built-in jacking systems of a type used in garages ...... No ............. Free 35% 
8425.42.00 00 Other jacks and hoists, hydraulic .................................. No ...... , ...... Free 35% 
8425.49.00 00 Other ................................................................................. No ............. Free 35% 
8426 Ships' derricks; cranes, including cable cranes; mobile lifting 

frames, straddle carriers and works trucks fitted with a crane: 
Overhead traveling cranes, transporter cranes, gantry 
cranes, bridge cranes, mobile lifting frames and straddle 
carriers: 

8426.11.00' 00 Overhead traveling cranes on fixed support ................ No ............. Free 35% 
8426.12.00 00 Mobile lifting frames on tires and straddle carriers ...... No .......... , .. Free 35% 
8426.19.00 00 Other ................................................................................. No ............. Free 35% 
8426.20.00 00 Tower cranes .......................................................................... No ............. Free 35% 
8426.30.00 00 Portal or pedestal jib cranes ................................................. No ............. Free 35% 

Other machinery, self-propelled: 
8426.41.00 On tires ............................................................................. .................. Free 35% 

05 Works trucks fitted with a crane ............................. No. 
Other: 

10 Cable operated ...... , ............................................ No, 
90 Other ................................................................... No. 

8426.49.00 Other ................................................................................. .................. Free 35% 
10 Cable operated ......................................................... No. 
90· Other .......................................................................... No. 

Other machinery: 
8426.91.00 00 Deslqned for mounting on road vehicles ...................... No ............. Free 35% 
8426.99.00 00 Other ................................................................................. No ............. Free 35% 
8427 Fork-lift trucks; other works trucks fitted with lifting or handling 

equipment: 
8427.10 Self-propelled trucks powered by an electric motor: 
8427.10.40 00 Rider-type, counterbalanced fork-lift trucks ................. No .......... : .. Free 35% 
8427.10.80 Other ................................................................................. .................. Free 35% 

10 Operator riding .......................................................... No. 
60 Automated guided vehiCle (AGV) ........................... No. 
90 Other .......................................................................... No. 

8427.20 Other self-propelled trucks: 
8427.20.40 00 Rider-type, counterbalanced fork-lift trucks ................. No ............. Free 35% 
8427.20.80 00 Other ................................................................................. No ............. Free 35% 
8427.90.00 00 Other trucks ............................................................................ No ............. Free 35% 
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XVI 
84-40 

Heading! Stat. 
Subheading Suf- 

fix 
8428 

8428.10.00 00 

8428.20.00 
10 
50 

8428.31.00 00 
8428.32.00 00 
8428.33.00 00 
8428.39.00 00 
8428.40.00 00 
8428.60.00 00 

8428.90.02 
10 

20 
90 

8429 

Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
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8429.11.00 
10 
90 

8429.19.00 
10 
90 

8429.20.00 00 
8429.30.00 

20 

40 
60 

8429.40.00 

20 
40 
60 

Unit 
of 

Quantity 
Article Description 

Other lifting, handling, loading or unloading machinery (for 
example, elevators, escalators, conveyors, teleferics): 

Passenger or freight elevators other than continuous action; 
skip hoists No Free 
Pneumatic elevators and conveyors Free 

Conveyors........................................................................ No. 
Elevators................ No. 

Other continuous-action elevators and conveyors, for 
goods or materials: 

Specially designed for underground use No Free 
Other, bucket type No Free 
Other, belt type No Free 
Other No Free 

Escalators and moving walkways No Free 
Teleferics, chair lifts, ski draglines; traction mechanisms 
for funiculars No Free 
Other machinery Free 

Woodland log handling equipment (other than 
skidders) No." 
Industrial robots............................................................... No. 
Other No. 

Self-propelled bulldozers, angledozers, graders, levelers, 
scrapers, mechanical shovels, excavators, shovel loaders, 
tamping machines and road rollers: 

Bulldozers and angledozers: 
Track laying Free 

New No. 
Used or rebuilt. No. 

Other Free 
New No. 
Used or rebuilt. No. 

Graders and levelers No Free 
Scrapers :............................................ Free 

New: 
Not exceeding 13.7 rn" No. 

Exceeding 13.7 m3 No. 
Used or rebuilt. No. 

Tamping machines and road rolJers Free 
New: 

Vibratory No. 
Other No. 

Used or rebuilt. No. 

Rates of Out" 

General Special 

35% 
35% 

35% 
35% 
35% 
35% 
35% 

35% 
35% 

35% 

35% 

35% 
35% 

35% 

2 
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XVI 
84-41 

Heading! Stat. 
Subheading Suf- 

fix 
2 Article Description 

Unit 
of 

Quantity 

Rates of Dutv 

General 

8429 (con.) 

8429.51 
8429.51.10 

05 

15 

25 

30 

35 

40 

45 

50 

55 
60 
65 

8429.51.50 

10 
20 
30 
40 
50 
60 

8429.52 
8429.52.10 

10 
20 

30 
40 
50 

8429.52.50 
10 
90 

Self-propelled bulldozers, angledozers, graders, levelers, 
scrapers, mechanical shovels, excavators, shovel loaders, 
tamping machines and road rollers: (con.) 

Mechanical shovels, excavators and shovel loaders: 
Front-end shovel loaders: 

Wheel-type................................................................ Free 
New: 

Integral tractor shovel loaders, rear engine 
mounted: 

2 wheel drive No. 
4 wheel drive with a bucket capacity 
of: 

Under 1.5 m3 No. 

At least 1.5 m3 but under 
2.2 m3 No. 

At least 2.2 m3 but under 
2.9 m3 No. 

At least 2.9 m3 but under 
3.8 m3 No. 

At least 3.8 m3 but under 
5.2 m3 No. 

At least 5.2 rn" but under 
7.6 m3 No. 

At least 7.6 m3 but under 
11.4 rn" No. 

11.4 m3 and over No. 
Other No. 

Used or rebuilt.. No. 
Other Free 

New: 
Less than 44.7 kW No. 
At least 44.7 kW but under 67.1 kW No. 
At least 67.1 kW but under 93.2 kW No. 
At least 93.2 kW but under 119.3 kW No. 
119.3 kW and over No. 

Used or rebuilt. No. 
Machinery with a 360· revolving superstructure: 

Backhoes, shovels, clamshells and draglines....... Free 
New: 

Crawler mounted: 
Hydraulic No. 
Other No. 

Other: 
Hydraulic No. 
Other No. 

Used or rebuilt. ~ No. 
Other Free 

New No. 
Used or rebuilt. No. 

Special 

35% 

35% 

35% 

35% 
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Heading! Stat. 
Subheading sur- 2 Article Description 

Rates of Dutv 

8429 (con.) Self-propelled bulldozers, angledozers, graders, levelers, 
scrapers, mechanical shovels, excavators, shovel loaders, 
tamping machines and road rollers: (con.) 

Mechanical shovels, excavators and shovel loaders: (con.) 
Other: 

Backhoes, shovels, clamshells and draglines....... Free 
New: 

Backhoes..................................................... No. 
Other No. 

Used or rebuilt. No. 
Other Free 

New: 
Ditchers and trenchers: 

Ladder type........................................... No. 
Other No. 

Other No. 
Used or rebuilt. '" No. 

Other moving, grading, leveling, scraping, excavating, tamping, 
compacting, extracting or boring machinery, for earth, minerals 
or ores; pile-drivers and pile-extractors; snowplows and 
snowblowers: ": 

Pile-drivers and pile-extractors Nci Free 
Snowplows and snowblowers , , Free 

Snowblowers: 
Attachment type No. 
Other No. 

Other No. 
Coal or rock cutters and tunneling machinery: 

Self-propelled................................................................... Free 
Rock breaking machines......................................... No. 
Other No. 

Other Free 
Rock breaking machines......................................... No. 
Other No, 

Other boring or sinking machinery: 
Self-propelled No Free 
Other: 

Offshore oil and natural gas drilling and production 
platforms kg Free 
Other Free 

For oil well and gas field drilling: 
Rotary No. 
Other No. 

For water well drilling: 
Rotary No. 
Other No. 

Other No. 
Other machinery, self-propelled: 

Peat excavators ..........................................•.................... No Free 
Other No Free 

Other machinery, not self-propelled: 
Tamping or compacting machinery No Free 
Other No Free 

8429.59 
8429.59.10 

30 
60 
90 

8429.59.50 

20 
40 
60 
80 

8430 

8430.10.00 00 
8430.20.00 

30 
60 
90 

8430.31.00 
40 
80 

8430.3.9.00 
40 
80 

8430.41.00 00 
8430.49 
8430.49.40 00 

8430.49.80 

10 
20 

30 
40 
50 

8430.50 
8430.50.10 00 
8430.50.50 00 

8430.61.00 00 
8430.69.01 00 

Unit 
of 

fix Quantity General Special 

35% 

35% 

35% 
35% 

35% 

35% 

35% 

45% 
35% 

35% 
35% 

35% 
35% 
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Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
Annotated for Statistical Reporting Purposes 

XVI 
84-43 

Headingl Stat. Unit Rates of Dutv 
Subheading Suf- Article Description of 1 2 

fix Quantity General Special 
8431 Parts suitable for use solely or principally with the machinery 

of headings 8425 to 8430: 
8431-10_00 Of machinery of heading 8425 ______ .. __ ... ____ . __ ... ________ .......... ____ .................. Free 35% 

10 Of machinery of subheading 8425.11 or 8425.19 ....... X 
90 Other ... __ .. __ . __ . __ . __ ... ______ . ____ . __ .... __ . __ .... ____ .. ____ . ______ . ______ . __ ...... X 

8431.20.00 00 Of machinery of heading 8427 .. __ ... ____ ...... ________ .. : __ .. ________ ..... X ... __ ....... ____ Free 35% 
Of machinery of heading 8428: 

8431.31.00 Of passenger or freight elevators other than continuous 
action, skip hoists or escalators .............. __ .... ______ .......... .................. Free 35% 

20 Of skip hoists __ .. __ ..... __ .. __ .......... ______ .. __ .. __ . __ .. __ . __ ......... X 
40 Of escalators ......... __ .... __ .. __ ... __ . ____ .... __ ... ____ .... __ . __ ........ X 
60 Other ....... ____ .... __ ...... __ ..... __ .... __ ... __ ... __ .... ____ .... ____ ....... __ . X 

8431.39.00 Other __ . ____ ........ __ ... __ .... __ ... __ .. ________ .. __ ... __ ........ __ . __ ..... ____ ....... .................. Free 35% 
10 Of elevators and conveyors ... ____ ........... ____ . __ ......... __ . X 

Other: 
50 Of oil and gas field machinery .. __ ...... __ . ____ ......... X 
70 Of the woodland log handling equipment of 

statistical reporting number 8428.90.021 0 ...... X 
80 Other __ . __ .................. __ ........ __ ... __ ...... __ . __ ... ____ .. __ ..... X 

Of machinery of heading 8426, 8429 or 8430: 
8431.41.00 Buckets, shovels, grabs and grips __ .. __ ..... __ ...... ______ ....... .................. Free 35% 

20 Shovel attachments ........ __ . __ .... __ . __ .... ____ ... __ .. ______ ....... No. 
40 Clamshell (grappler) attachments ____ .......... __ .......... No. 
60 Dragline buckets ____ .... ______ ....... ______ ..... __ ..................... No: ., 

80 Other ...... __ .......... __ ... __ .. __ :. __ ............. __ ...... __ ...... __ ........ __ No. 
8431.42.00 00 Bulldozer or angledozer blades ........ __ .......... __ ............... No ... __ .. __ .; __ Free 35% 
8431.43 Parts for boring or sinking machinery of subheading 

8430.41 or 8430.49: 
8431.43.40 00 Of offshore oil and natural gas drilling and 

production platforms __ .. __ ......... ________ ... ____ .... __ ... __ .... __ . X ... ________ ... __ Free 45% 
8431.43.80 Other ____ ..... __ .... ________ . __ . ________ ....... __ .... __ . __ ..................... .................. Free 35% 

Of oil and gas field machinery: 
20 Tool joints, whether or not forged ________ .... __ No. 
40 Drill pipe fitted with tool joints .... __ . __ ........... No. 
60 Other ________ ... __ . __ ., .. __ ...... ____ .... __ .. ____ .. __ .............. X 
90 Of other boring or sinking machinery ..... __ ..... __ X 
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Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
Annotated for Statistical Reporting Purposes 

XVI 
84-44 

Heading! Stat. Unit Rates of Dutv 
Subheading Suf- Article Description of 1 2 

fix Quantity General Special 
8431 (con.) Parts suitable for use solely or principally with the machinery 

of headings 8425 to 8430: (con.) 
Of machinery of heading 8426, 8429 or 8430: (con.) 

8431.49 Other: 
8431.49.10 Of machinery of heading 8426 ................................ .................. Free 35% 

10 Of machinery of subheadings 8426.11, 
8426.19 and 8426.30 ........................................ X 

60 Of mobile lifting frames, straddle carriers and 
works trucks fitted with a crane ........................ X 

90 Other ................................................................... X 
8431.49.90 Other .......................................................................... .................. Free 35% 

Attachments for mounting on machinery: 
05 Backhoe attachments ................................. No. 
10 Front-end loader attachments ................... No. 
15 Rippers and rooters .................................... No. 
20 Other ............................................................. No. 

Other: 
Parts of coal or rock cutters and tunneling 
machinery: , 

25 Cast axle housings ............................... No. 
30 Other ...................................................... X 

Parts of backhoes, shovels, clamshells 
and draglines: 

35 Cast axle housings ............................... No. 
Other: 

36 Road wheels .................................. X 
38 Wheel and tire assemblies ........... X 
44 Other ............................................... X 

Other: 
45 Scraper bowls for scrapers of 

subheadings 8429.30 and 
8430.69.01 ..................................... , ...... No. 

50 Track links ............................................. X 
55 Cast axle housings ............................... No. 

Other: 
81 Steel forgings ................................. kg 

Other: 
84 Road wheels ............................ X 
90 Wheel and tire assemblies ...... X 
95 Other ........................................ X 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
Annotated for Statistical Reporting Purposes 

XVI 
84-110 

Heading! Stat. Unit Rates of Dutv 
Subheading Suf- Article Description of 1 2 

fix Quantity General Special 

8483 Transmission shafts (including camshafts and crankshafts) 
and cranks; bearing housings, housed bearings and plain shaft 
bearings; gears and gearing; ball or roller screws; gear boxes 
and other speed changers, including torque converters; 
flywheels and pulleys, including pulley blocks; clutches and 
shaft couplings (including universal joints); parts thereof: . 

8483.10 Transmission shafts (including camshafts and crankshafts) 
and cranks: 

Camshafts and crankshafts: 
8483.10.10 Designed for use solely or principally with 

spark-ignition internal combustion piston engines 
or rotary engines ....................................................... .................. 2.5% Free (A, AU, B, BH, 35% 

C, CA, CL, CO, E, 
IL, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) 

For vehicles of chapter 87: 
10 For motorcycles ........................................... No. 

kg 
30 Other ............................................................. No. 

kg; . 
50 Other ................................................................... No. 

kg 
8483.10.30 Other .......................................................................... .................. 2.5% Free (A, AU, B, BH, 35% 

C, CA, CL, CO, E, 
IL, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) 

10 For vehicles of chapter 87 ................................ No. 
kg 

50 Other ................................................................... No. 
kg 

8483.10.50 00 Other transmission shafts and cranks .......................... kg .............. Free 30% 
8483.20 Housed bearings, incorporating ball or roller bearings: 
8483.20.40 Flange, take-up, cartridge and hanger units ................ '0 ................. 4.5% Free (A, AU, BH, 45% 

CA, CL, CO, E, IL, 
JO, MA, MX, OM, 
P, PA, PE, SG) 

2.7% (KR) 
40 Incorporating ball bearings ...................................... No. 
80 Incorporating roller bearings ................................... No. 

8483.20.80 Other ................................................................................. .................. 4.5% Free (A+, AU, BH, 45% 
CA, CL, CO, D, E, 
IL, JO, MA, MX, 
OM, P, PA, PE, 
SG) 

2.7% (KR) 
40 Incorporating ball bearings ...................................... No. 
80 Incorporating roller bearings ................................... No. 
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Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
Annotated for Statistical Reporting Purposes 

XVI 
84-111 

Heading/ Stat. Unit Rates of Dutv 
Subheading Suf- Article Description of 1 2 

fix Quantity General Special 
8483 (con.) Transmission shafts (including camshafts and crankshafts) 

and cranks; bearing housings, housed bearings and plain shaft 
bearings; gears and gearing; ball or roller screws; gear boxes 
and other speed changers, including torque converters; 
flywheels and pulleys, including pulley blocks; clutches and 
shaft couplings (including universal joints); parts thereof: (con.) 

8483.30 Bearing housings; plain shaft bearings: 
8483.30.40 Flange, take-up, cartridge and hanger units ................ .................. 4.5% Free (A, AU, BH, C, 45% 

CA, CL, CO, E, IL, 
JO, MA, MX, OM, 
P, PA, PE, SG) 

2.7% (KR) 
40 Ball or roller bearing type ......................................... kg 
80 Other .......................................................................... kg 

8483.30.80 Other ................................................................................. .................. 4.5% Free (A+, AU, BH, C, 45% 
CA, CL, CO, D, E, 
IL, JO, MA, MX, 
OM, P, PA, PE, 
SG) 

2.7% (KR) 
Bearing housings: 

20 Ball or roller bearing type .................................. kg 
40 Other ................................................................... kg 

Plain shaft bearings: ,.. 

With housing: 
55 Rod end bearings ........................................ No. 

kg 
65 Other ............................................................. No. 

kg 
Without housing: 

70 Spherical, .................................................... No. 
kg 

90 Other ............. : ............................................... No. 
kg 
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Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
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XVI 
84-112 

Heading! Stat. Unit Rates of Dutv 
Subheading Suf- Article Description of 1 2 

fix Quantity General Special 

8483 (con.) Transmission shafts (including camshafts and crankshafts) 
and cranks; bearing housings, housed bearings and plain shaft 
bearings; gears and gearing; ball or roller screws; gear boxes 
and other speed changers, including torque converters; 
flywheels and pulleys, including pulley blocks; clutches and 
shaft couplings (including universal joints); parts thereof: (con.) 

8483.40 Gears and gearing, other than toothed wheels, chain 
sprockets and other transmission elements entered 
separately; ball or roller screws; gear boxes and other 
speed changers, including torque converters: 

8483.40.10 00 Torque converters ........................................................... No ............. Free 27.5% 
Gear boxes and other speed changers: 

Fixed ratio speed changers, multiple and variable 
ratio speed changers each ratio of which is 
selected by manual manipulation: 

8483.40.30 Imported for use with machines for making 
cellulosic pulp, paper or paperboard ............... .................. Free 27.5% 

40 Fixed ratio speed changers ....................... No. 
80 Other ............................................................. No. 

8483.40.50 Other ................................................................... .................. 2.5% Free (A, AU, BH, C, 27.5% 
CA, Cl, CO, E, u, 
JO, KR, , MA, MX, 
OM, P, PA, PE, 
SG) 

10 Fixed ratio speed changers ....................... No. 
50 Other ............................................................. No. 

8483.40.70 00 Other speed changers ............................................. No ............. 25¢ each + 3.9% Free (A, AU, BH, C, $4.50 each + 
CA, ct, CO, E, Il, 65% 
JO, KR, MA, MX, 
OM, P, PA, PE, 
SG) 

8483.40.80 00 Ball or roller screws ............................................. · ........... X ................ 3.8% Free (A, AU, B, BH, 45% 
C, CA, ci, CO, E, 
Il, JO, KR, MA, 
MX, OM, P, PA, 
PE, SG) 

8483.40.90 00 Gears and gearing, other than toothed wheels, chain 
sprockets and other transmission elements entered 
separately ......................................................................... X ................ 2.5% Free (A, AU, B, BH, 27.5% 

C, CA, Cl, CO, E, 
Il, JO, KR, MA, 
MX, OM, p, PA, 
PE,SG) 

8483.50 Flywheels and pulleys, including pulley blocks: 
8483.50.40 00 Gray-iron awning or tackle pulleys, not over 6.4 cm in 

wheel diameter ................................................................ X ................ 5.7% Free (A, AU, BH, C, 45% 
CA, Cl, CO, E, u, 
JO, KR, MA, MX, 
OM, P, PA, PE, 
SG) 

Other: 
8483.50.60 00 Flywheels ................................................................... X ................ 2.8% Free (A, AU, B, BH, 45% 

C, CA, ci, CO, E, 
Il, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) 

8483.50.90 Other .......................................................................... .................. 2.8% Free (A, AU, B, BH, 45% 
C, CA, ci, CO, E, 
Il, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) 

40 Grooved pulleys ................................................. X 
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Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
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XVI 
84-113 

Heading! Stat. Unit Rates of Dutv 
Subheading Suf- Article Description of 1 2 

fix Quantity' General Special 

8483 (con.) Transmission shafts (including camshafts and crankshafts) 
and cranks; bearing housings, housed bearings and plain shaft 
bearings; gears and gearing; ball or roller screws; gear boxes 
and other speed changers, including torque converters; 
flywheels and pulleys, including pulley blocks; clutches and 
shaft couplings (including universal joints); parts thereof: (con.) 

8483.50 Flywheels and pulleys, including pulley blocks: (con.) 
(con.) 

Other: (con.) 
8483.50.90 Other (con.) 
(con.) 

80 Other ................................................................... X 

.. 
, 

.. .. 

.' , 
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Harmonized Tariff Schedule of the United States (2015)(Rev.2) 
Annotated for Statistical Reporting Purposes 

XVI 
84-114 

Heading! Stat. Unit Rates of Dutv 
Subheading Suf- Article Description of 1 2 

fix Quantity General Special 

8483 (con.) Transmission shafts (including camshafts and crankshafts) 
and cranks; bearing housings, housed bearings and plain shaft 
bearings; gears and gearing; ball or roller screws; gear boxes 
and other speed changers, including torque converters; 
flywheels and pulleys, including pulley blocks; clutches and 
shaft couplings (including universal joints}; parts thereof: (con.) 

8483.60 Clutches and shaft couplings (including universal joints): 
8483.60.40 Clutches and universal joints ......................................... .................. 2.8% Free (A, AU, S, SH, 45% 

C, CA, CL, CO, E, 
IL, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) , 

40 Clutches ..................................................................... No. 
80 Universal joints ......................................................... No. 

8483.60.80 00 Other ................................................................................. X ................ 2.8% Free (A+, AU, S, SH, 45% 
C, CA, CL, CO, D, 
E, IL, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) 

8483.90 Toothed wheels, chain sprockets and other transmission 
elements presented separately; parts: 

8483.90.10 Chain sprockets and parts thereof ................................ .................. 2.8% Free (A, AU, S, SH, 45% 
C, CA, CL, CO, E, 
IL, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) 

10 Forged ........................................................................ kg 
50 Other .......................................................................... kg 

Parts of bearing housings and plain shaft bearings: 
8483.90.20 00 Parts of flange, take-up, cartridge and hanger 

units ............................................................................ X ................ 4.5% Free (A, AU, SH, C, 45% 
CA, CL, CO, E, IL, 
JO, KR, MA, MX, 
OM, P, PA, PE, 
SG) 

8483.90.30 00 Other ..... : .................................................................... X ................ 4.5% Free (A+, AU, SH, C, 45% 
CA, CL, CO, D, E, 
IL, JO, MA, MX, 
OM, P, PA, PE, 
SG) 

2.7% (KR) 
8483.90.50 00 Parts of gearing, gear boxes and other speed 

changers ........................................................................... X ................ 2.5% Free (A, AU, S, SH, 27.5% 
C, CA, CL, CO, E, 
IL, JO, KR, MA, 
MX, OM, P, PA, 
PE,SG) 

Other: 
8483.90.70 00 Parts of articles of subheading 8483.20 ................ X ................ 5.5% Free (A+, AU, SH, 45% 

CA, CL, CO, D, E, 
IL, JO, KR, MA, 
MX, OM, P, PA, 
PE, SG) 

8483.90.80 Other .......................................................................... .................. 2.8% Free (A+, AU, S, SH, 45% 
C, CA, CL, CO, D, 
E, IL, JO, KR, MA, 
MX, OM, P, PA,. 
PE,SG) 

10 Parts of articles of subheading 8483.60.80 ..... X 
40 Parts of universal joints ..................................... X 
80 Other ................................................................... X 
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GIR 

RULE 2 

(a) Any reference in a heading to an article shall be taken to include a reference to that 
article incomplete or unfinished, provided that, as presented, the incomplete or 
unfinished article has the essential character of the complete or finished article. It 
shall also be taken to include a reference to that article complete or finished (or 
falling to be classified as complete or finished by virtue of this rule), presented 
unassembled or disassembled. 

(b) Any reference in a heading to a material or substance shall be taken to include a 
reference to mixtures or combinations of that material or substance with other 
materials or substances. Any reference to goods of a given material or substance 
shall be taken to include a reference to goods consisting wholly or partly of such 
material or substance. The classification of goods consisting of more than one 
material or substance shall be according to the principles of Rule 3. 

EXPLANATORY NOTE 

RULE 2 (a) 
(Incomplete or unfinished articles) 

The first part of Rule 2 ( a) extends the scope of any heading which refers to a particular 
article to cover not only the complete article but also that article incomplete or 
unfinished, provided that, as presented, it has the essential character of the complete or 
finished article. . 

The provisions of this Rule also apply to blanks unless these are specified in a particular 
heading. The term "blank" means an article, not ready for direct use, having the 
approximate shape or outline of the finished article or part, and which can only be used, 
other than in exceptional cases, for completion into the finished article or part (e.g., 
bottle preforms of plastics being intermediate products having tubular shape, with one 
closed end and one open end threaded to secure a screw type closure, the portion below 
the threaded end being intended to be expanded to a desired size and shape). 

Semi-manufactures not yet having the essential shape of the finished articles (such as is 
generally the case with oars, discs, tubes, etc.) ate not regarded as "blanks". 

In view of the scope of the headings of Sections I to VI, this part of the Rules does not 
normally apply to goods of these Sections. . 

(IV) Several cases covered by the Rule are cited in the General Explanatory Notes to Sections 
or Chapters (e.g., Section XVI, and Chapters 61, 62, 86, 87 and'90). 

(I) 

(ll) 

(ill) 

RULE 2 (a) 
(Articles presented unassembled or disassembled) 

The second part of Rule 2 (a) provides that complete or finished articles presented 
unassembled or disassembled are to be classified in the same heading as the assembled 
article. When goods are so presented, it is usually for reasons such as requirements or 
convenience of packing, handling or transport. 

(VI) This Rule also applies to incomplete or unfmished articles presented 'unassembled or 
disassembled provided that they are to be treated as complete or finished articles by 
virtue of the first part of this Rule. 

(V) 
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GIR 

(VII) For the purposes of this Rule, "articles presented unassembled or disassembled" means 
articles the components of which are to be assembled either by means of fixing devices 
(screws, nuts, bolts, etc.) or by riveting or welding, for example, provided only assembly 
operations are involved. 

No account is to be taken in that regard of the complexity of the assembly method. 
However, the components shall not be subjected to any further working operation for 
completion into the finished state. 

Unassembled components of an article which are in excess of the number required for 
that article when complete are to be classified separately. 

(VIII) Cases covered by this Rule are cited in the General Explanatory Notes to Sections or 
Chapters (e.g., Section XVI, and Chapters 44,86,87 and 89). 

(IX) In view of the scope of the headings of Sections I to VI, this part of the Rule does not 
normally apply to goods of these Sections. 

(X) 

RULE 2 (b) 
(Mixtures and combinations of materials or substances) 

Rule 2 (b) concerns mixtures and combinations of materials or substances, and goods 
consisting of two or more materials or substances. The headings to which it refers are 
headings in which there is a reference to a material or substance (e.g., heading 05.07 - 
ivory), and headings in which there is a reference to goods of a given material or 
substance (e.g., heading 45.03 - articles of natural cork). It will be noted that the Rule 
applies only if the headings or the Section or Chapter Notes do not otherwise require 
(e.g., heading 15.03 -lard oil, not ... mixed). 

Mixtures being preparations described as such in a Section or Chapter Note or in a 
heading text are to be classified under the provisions of Rule 1. 

The effect of the Rule is to extend any heading referring to a material or substance to 
include mixtures or combinations of that material 9r substance, with other materials or 
substances. The effect of the Rule is also to extend any heading referring to goods of a 
given material or substance to include goods consisting partly of that material or 
substance. 

(XI) 

(XII) It does not, however, widen the heading so as to cover goods which cannot be regarded, 
as required under Rule 1, as answering the description in the heading; this occurs where 
the addition of another material or substance depnves the goods of the character of goods 
of the kind mentioned in the heading. ; . 

(XIII) As a consequence of this Rule, mixtures and combinations of materials or substances, 
and goods consisting of more than one material or substance, if prima facie classifiable 
under two or more headings, must therefore be classified according to the principles of 
Rule 3. 

RULE 3 

) 

When by application of Rule 2 (b) or for any other reason, goods are prima facie, 
classifiable under two or more headings, classification shall be effected as follows: 

(a) The heading which provides the most specific description shall be preferred to 
headings providing a more general description. However, when two or more 
headings each refer to part only of the materials or substances contained in mixed 
or composite goods or to part only of the items in a set put up for retail sale, those 
headings are to be regarded as equally specific in relation to those goods, even if one 
of them gives a more complete or precise description of the goods. 

GlR-3 
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84.83 

(G) PULLEYS, INCLUDING PULLEY BLOCKS 

Pulleys consist of wheels, sometimes with a grooved rim, which transmit rotary movement from 
one to another by means of an endless belt or rope revolving in contact between them. The 
heading covers simple pulleys, drums (wide pulleys), conical pulleys, stepped pulleys, etc. 

The group also covers pulley blocks for hoists, etc., and free pulleys which do not transmit any 
power themselves but simply act as a guide or turning post for a transmission rope or cable 
(e.g., idlers and jockey wheels used to regulate the tension of driving belts). 

An assembly of two or more pulley blocks (i.e., a hoist) is, however, excluded (heading 84.25). 

(H) CLUTCHES 
These are used to connect or disconnect the drive at will. They include : 

Friction clutches in which rotating discs, rings, cones, etc. with friction surfaces, can be engaged 
or disengaged; dog (or claw) clutches in which the opposing members have projections and 
corresponding slots; automatic centrifugal clutches. which engage or disengage according to the 
speed of rotation; compressed air clutclies; hydraulic clutches; etc. 
Electro-magnetic clutches, however, are excluded (heading 85.05). 

(IJ) SHAFT COUPLINGS (INCLUDING UNIVERSAL JOINTS) 
These include sleeve couplings, flange couplings, flexible couplings, hydraulic couplings, etc., 
and universal couplings (such as Cardanjoints and Oldham couplings). 

PARTS 

Subject to the. general provisions regarding the classification of parts (see the General 
Explanatory Note to Section XVI), the heading also covers parts of the goods covered by this 
heading. 

,* 
* * 

XVI-8483-4 
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CROSS Ruling d86166 

NY D86166 January 20, 1999 
CLA-2-84:RR:NC:l :102 D86166 
CATEGORY: Classification 
TARIFF NO.: 8483.30.8090 
Mr. Arlen T. Epstein Tompkins & Davidson, LLP One Astor Plaza 1515 Broadway New York, 
NY 10036-8901 
RE: The tariff classification of a split taper bushing from China. 

Dear Mr. Epstein: 

In your letter dated December 22, 1998 you requested a tariff classification ruling on behalf of 
your client Ingersoll-Rand. 

The item in question is described as a split taper bushing used to connect power transmission 
'pulleys to motor shafts. Descriptive literature and technical drawings were submitted. 

The split taper bushing is a flanged iron bushing with keyways cut into both its inner bore and 
outside diameter. The bushing is designed to allow a range of power transmission elements, such 
as sheaves, sprockets, gears, pulleys, couplings and hubs, to be mounted to power transmissions 
shafts. The keyways, when used with external keys, allow the bushing to transmit power between 
the shaft and the mounted transmission element. 

The applicable subheading for the split taper bushing will be 8483.90.8090, Harmonized Tariff 
Schedule of the United States (HTSUS), which provides for other parts of transmission elements. 
The rate of duty will be 2.8 percent ad valorem. 

In regard to your inquiry with respect to the applicability of dumping duties, it is the opinion of 
this office that the split taper bushing is not subject to antidumping duties under current orders of 
the Department of Commerce relating to antifriction bearings. Should you desire a binding ruling 
on the applicability of dumping orders to your merchandise, please write directly to the 
Department of Commerce, Office of Compliance, Washington, D.C. 

This ruling is being issued under the provisions of Part 177 of the Customs Regulations (19 
C.F.R. 177). 

A copy of the ruling or the control number indicated above should be provided with the entry 
documents filed at the time this merchandise is imported. If you have any questions regarding the 
ruling, contact National Import Specialist Kenneth T. Brock at 212-466-5493 (212-637-7026 after 
January 28, 1999). 

Commodity 

Sincerely, 
Robert B. Swierupski 

Specialist Division 
Director, National 
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HQ 561297 
June 2, 1999 
MAR-2 RR:CR:SM 561297 KSG 
CATEGORY: Marking 
Annette Stevens Imp/Exp Trans Manager Century Arms Inc. 

P.O. Box 7145 Lemnah Drive St. Albans, Vermont 05478 RE: Country of origin marking of rifles; 
substantial transformation; 19 CFR t34.35(a) 
Dear Ms. Stevens: 

This is in response to your letter dated February 24, 1999, requesting a country of origin marking 
ruling regarding imported raw castings. Supplemental information was provided in letters dated 
March 9, and April lS, 1999. 

FACTS: 

Century Arms Inc. intends to import raw castings from Spain and process them into "receivers" and 
ultimately, into rifles in the U.S. The U.S. processing of the raw castings into receivers includes 
machining, heat treatment, drilling four holes, sandblasting, dipping the casting into a hot caustic 
solution where it turns black (a chemical treatment known as "bluing"), stamping, and final 
inspection. The receiver is then ready to be assembled into a rifle. You state that the raw castings cost 
$28 each and the costs associated with the machining and labor performed in the U.S. to make the 
receivers is $35. 
The U.S. assembly of the rifles using the receiver involves a total of 47 parts. You state that the 
assembly is done by highly trained machinists who must be capable of very precise work (the 
dimensions must be accurate to .003 of an inch) . 

. You ask that we address whether the processing of the imported raw castings into receivers in the U.S. 
results ina substantial transformation and, secondly, whether the processing of the raw castings into 
receivers in the U.S. coupled with the subsequent assembly of the receivers with other components to 
create finished rifles results in a substantial transformation. The first issue presumably relates to 
situations in which receivers are not made into completed rifles in the U.S. 

ISSUES: 
Whether the imported raw castings are substantially transformed when they are made into receivers in 
the U.S. . i , 

Whether the raw castings are substantially transformed when they are assembled into completed rifles 
in the U.S. 

LAW AND ANALYSIS: 

Section 304 of the Tariff Act of 1930 (19 U.S.C. l304), as amended, provides that unless excepted, 
everyarticle of foreign origin imported into the U.S. shallbe marked in a conspicuous place as 
legibly, indelibly, and permanently as the nature of the article (or its container) will permit, in such a 
manner as to indicate to the ultimate purchaser in the U.S. the English name of the country of origin 
of the article. 
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1012212015 CROSS Ruling 561297 

Part 134, Customs Regulations (19 CFR Part 134), implements the country of origin marking 
requirements of 19 U.S.c. 1304. Pursuant to 19 CFR 134.35(a)} articles other than goods of a NAFTA 
country used in the U.S. in manufacture which results in an' article having a name, character, or use 
differing from that of the imported article will be within the principle of the decision in the case of 
U.S. v. Gibson-Thomsen Co., Inc., 27 CCPA 269 (1940). Under this principle, the manufacturer or 
processor in the U.S. who converts or combines the imported article will be considered the "ultimate 
purchaser" of the imported article and the article shall be excepted from marking. The outermost 
containers of the imported articles shall be marked in accord with this patio 
If the manufacturing or combining process is a minor one which leaves the identity of the imported 
article intact, a substantial transformation has not occurred and an appropriate marking must appear 
on the imported article so that the consumer can know the country of origin. See Uniroyal Inc. v. 
United States, 3 CIT 220,542 F. Supp. 1026 (CIT 1982). Assembly operations which are minimal or 
simple, as opposed to complex or meaningful, will generally nqt result in a substantial transformation, 
See C.S.D. 80-111, C.S.D. 85-25, and C.S.D. 90-97. 

The court noted in Uniroyal that the imported article, an upper, in its condition as imported, was a 
complete shoe except for the absence of an outsole that had "already attained its ultimate shape, form 
and size" and was "the very essence of the completed shoe." The other factors considered by the court 
included the time involved in the combining process, the significantly less costly nature of the 
combining process and that five highly skilled operations were involved in making the upper while 
only one highly skilled operation was necessary to attach the upper and the outsole. 
The first issue is whether the raw castings processed in the'.o.S: Into receivers are substantially 
transformed. In Superior Wire v. U.S., 867 F.2d 1409 (Fed:Cir.' 1989), the court held that wire rod 
made into wire in Canada was not substantially transformed because there was no significant change 
in use or character. The court noted that the strength characteristic of the wire was "metallurgically 
predetermined" and the changes were primarily cosmetic. The court viewed the wire rod and wire as 
"different stages of the same product." 
In National Hand Tool v. United States, 16 CIT 38 (CIT 1992), aff'd 989 F.2d 1201(Fed Cir. 1993), 
the court held that hand tool components imported from Taiwan used to make flex sockets, speeder 
handles, and flex handles were not substantially transformed in-the U,S. The components were cold 
formed or hot-forged into their final shape prior to importation, with the exception of speeder handle 
bars which were reshaped by a power press after importation, and the grip of flex handles which were 
knurled in the U.S. In the U.S., the imported articles were heat treated which strengthened the surface 
of the steel, and cleaned by sandblasting, tumbling, and/or chemical vibration before being 
electroplated. In certain instances, various components were assembled together which the court 
stated required some skill and dexterity. The court focused on the fact that the components had been 
cold-formed or hot-forged into their final shape before importation and their use was predetermined at 
the time of importation. The court stated that the fact that there was only one predetermined use of the 
imported articles did not preclude the finding of substantial transformation but that the finding would 
be based on a "totality of the evidence." " 
In this case, it is our opinion that the raw casting and the receiver represent "different stages of the 
same product." Like the wire rod in Superior Wire and the hand tool components in National Hand 
Tool, we find that the raw casting here undergoes no significant change in character or usc when 
processed into a receiver. The raw casting is the very essence of the receiver and the processing does 
not change the shape, character or predetermined use of the finished receiver. The raw casting has a 
dedicated use and merely requires intermediate finishing operations. Based on the above, we find that 
the raw castings are not substantially transformed when made into receivers in the U.S. 
The second issue raised is whether the processing of the raw castings into receivers in the U.S. 
coupled with the subsequent assembly of the receivers with other components to create finished rifles 
results in a substantial transformation. . 

q, ' 
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In Headquarters Ruling Letter ("HRL") 559392, dated February 2, 1996, Customs ruled that 
components from England, Spain, Belgium, the United States and China are substantially transformed 
when they are made into barreled actions (completed rifles without rifle stocks) based on the 
complexity of the assembly operations performed in Belgium. This processing consisted of the 
assembly of 28 pieces requiring the expertise and precision of trained technicians and finishing 
operations as well as a chemical treatment (bluing), polishing and engraving. 
HRL 558849, dated March 29, 1995, involved an imported pistol made from German and Chinese 
components and assembled in Germany. The processing in Germany included a chemical treatment 
known as "bluing", the assembly of the barrel and magazine, machining and the assembly of more 
than 40 components and finally, the engraving of the appropriate markings and serial numbers. The 
assembly was done by trained technicians. Customs held in that case that the Chinese components 
were substantially transformed into an article of German origin. 

In the instant case, we find that the raw castings processed into receivers and assembled with other 
components into a finished rifle in the U.S. results in a substantial transformation creating a new 
article with a new name, character and use. The factors considered were the complexity of the 
assembly operation, the number of parts involved, and the need for trained technicians to meet very 
exacting specifications. 

HOLDING: 

The processing of the raw castings into receivers in the U.S. does not result in a substantial 
transformation and pursuant to 19 CFR 134.35(a), imported raw casting made into finished receivers 
in the U.S. are not excepted from country of origin marking. " 

r. 

However, when the imported castings are processed into receivers which in turn are assembled with 
other components to create a finished rifle in the U.S., a substantial transformation results and 
pursuant to 19 CFR 134.35(a), the imported components (including the raw castings) made into 
finished rifles in the U.S. are excepted from country of origin marking and only the outermost 
containers in which Century Arms receives the imported components will be required to be marked. 

A copy of this ruling letter should be attached to the entry documents filed at the time this 
merchandise is entered. If the documents have been filed without a copy, this ruling should be brought 
to the attention of the Customs officer handling the transaction; . 

Sincerely, 
John Durant, Director Commercial Rulings Division 

Print this document 
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NY E87734 October 15, 1999 
CLA-2-84:RR:NC:l:102 E87734 
CATEGORY: Classification 
Mr. Tom Martin A.N. Deringer, Inc. 

6930 Metroplex Drive Romulus, Michigan 48174 
RE: The tariff classification and status under the North American Free Trade Agreement (NAFT A), 
of a grooved pulley from Canada; Article 509 
Dear Mr. Martin: 

In your letter dated September 16, 1999, you requested a ruling on the tariff classification and status 
under the North American Free Trade Agreement (NAFTA) of a pul1ey from Canada. 

The article in question is a grooved pulley. The pulley will be produced from a non-originating 
casting that will undergo machining and other finishing operations in Canada. Samples of the casting 
and the finished pulley were submitted. 

The applicable tariff provision for the finished pulley will be 8483.50.9040, Harmonized Tariff 
Schedule of the United States Annotated (HTSUSA), which provides for grooved pulleys. The general 
rate of duty will be 2.8 percent ad valorem. 
In order for the grooved pulley to be eligible for the tariff treatment and quantitative limitations 
provided under the NAFTA, the pulley must have been transformed in Canada so that the non­ 
originating material used in its production undergoes a change in tariff classification described in 
HTSUSA General Note 12(t)/84.246(A) or (B). 

Examination of the submitted samples reveals that the casting is a net shape blank which 
approximates the outline of the finished pulley it will form. Although the casting may not be to final 
tolerance and will require significant additional machining before it can be used as a pulley, upon 
importation the casting is recognizable as the finished article it will become. Further, absent evidence 
to the contrary, the unfinished casting has no other practical use other than for completion into a 
finished pulley. 

Merchandise is classifiable under the Harmonized Tariff Schedule of the United States (HTSUS) in 
accordance with the General Rules ofInterpretation (GRIs). OR! 1 states in part that for legal 
purposes, classification shall be determined according to the terms of the headings and any relative 
section or chapter notes. GRI 2(a) extends the scope of the HT$US headings to include unfinished 
articles, provided the unfinished articles have the essential character of the finished articles. 

We find that the subject casting is an unfinished article which has the essential character of the 
finished pulleys provided for in subheading 8483.50.90, HTSUS. Accordingly, the non-originating 
casting fails to meet the requirements ofHTSUSA General Note 12(t)/84.246(A) or (B), because 
under the HTSUSA the non-originating casting is classifiable as an unfinished pulley, under the same 
subheading as the finished pulley. 

This ruling is being issued under the provisions of Part 181 of the Customs Regulations (19 CFR 181). ,- 

A copy of the ruling or the control number indicated above'should be provided with the entry 
documents filed at the time this merchandise is imported. If you have any questions regarding the 
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ruling, contact Nationallmp01i Specialist Kenneth T. Brock at 212-637-7026. 

Sincerely, 
Robert B. Swierupski Director, National Commodity Specialist Division 

Print this document 

, . 
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HQ 561498 
March 22, 2000 
MAR-2-05 RR:CR:SM 561498 KSG 
CATEGORY: Marking 
Louise N. Howe, Esq. 

Hale and Dorr LLP 1455 Pennsylvania Avenue, N.W. 

Washington, D.C. 20004 
RE: Country of origin of surgical instruments; forging; forceps; needle holder; substantial 
transformation 
Dear Ms. Howe: 

This is in reference to your letter of September 1, 1999, requesting a ruling on behalf of J. J amner 
Surgical Instruments, Inc., concerning the country of origin of certain surgical instruments. Samples 
were submitted with your request. We have also incorporated the information presented in your letter 
of March 10,2000. 
FACTS: 

The surgical instruments are forged either in Germany from stainless steel made in Germany or in the 
U.S. from stainless steel made in the U.S. The various surgical instruments involved include forceps, 
surgical scissors, and clamps. The forged articles are shaped to the required, specified shape for the 
particular instrument. The following forgings and their respective finished products of various 
surgical instruments were submitted with this request: 

(1) a forging which is made into forceps; (2) a forging which is made into tissue forceps; and (3) a 
forging which is made into a needle holder. 

The U.S. or German forgings are.shipped to Pakistan for further working and finishing. In Pakistan, 
the forgings are machined. The box, ratchet and jaw serrations will be cut into the forceps. The 
boxlock pins will be inserted into the hinge joint of the instruments. The instruments will be mounted, 
filed, heat treated, riveted, polished, electropolished and passivated. The instruments will be hardened 
by new state-of-the-art equipment which will insure more precise hardening results and better control 
of the quality of the articles. The instruments will be packaged in Germany; the packaging of the 
German- forged instruments will be marked "Made in Germany," "Stainless Germany," or "Product 
of Germany" and have the "Jarit" name and U.S. address. The packaging of the instruments made 
from U.S. forgings will be marked "Made in USA," "Stainless United States," or "Product of United 
States." The country of origin will also be etched permanently, legibly and conspicuously on the 
instruments themselves. 

ISSUE: 

What is the country of origin of the surgical instruments manufactured as described above? 
LAW AND ANALYSIS: 

Section 304 of the Tariff Act of 1930, as amended (19 U.S.C. 1304), provides that, unless excepted, 
every article of foreign origin (or its container) imported into t~e U.S. shall be marked in a 
conspicuous place as legibly, indelibly and permanently as the nature of the article (or its container) 
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will pen-nit, in such a manner as to indicate to the ultimate purchaser in the U.S. the English name of 
the country of origin of the article. Congressional intent in enacting 19 U.S.C. 1304 was "that the 
ultimate purchaser should be able to know by an inspection of the marking on the imported goods the 
country of which the goods is the product. The evident purpose is to mark the goods so that at the time 
of purchase the ultimate purchaser may, by knowing where the goods were produced, be able to buy 
or refuse to buy them, if such marking should influence his will." United States v. Friedlaender & Co. 
Inc., 27 CCPA 297,302, C.A.D. 104 (1940). 

Part 134, Customs Regulations (19 CFR Part 134) implements the country of origin marking 
requirements and exceptions of 19 U.S.c. 1304. Section 134.1(b), Customs Regulations {19 CFR 
134.1 (b)}, defines "country of origin" as the country of manufacture, production or growth of any 
article of foreign origin entering the U.S. Further work or material added to an article in another 
country must effect a substantial transformation in order to render such other country the "country of 
origin" within the meaning of the marking laws and regulations:' 

, r, 

Section 134.46, Customs Regulations (19 CFR 134.46), as revised by T.D. 97-72, dated August 20, 
1997, provides: 

In any case in which the words "United States," or "American," the letters "U.S.A.," any variation of 
such words or letters, or the name of any city or location in the United States, or the name of any 
foreign country or locality other than the country or locality in which the article was manufactured or 
produced appear on an imported article or its container, and those words, letters or names may 
mislead or deceive the ultimate purchaser as to the actual country of origin of the article, there shall 
appear legibly and permanently in close proximity to such words, letters or name, and in at least a 
comparable size, the name of the country of origin preceded byvMade in," "Product of," or other 
words of similar meaning. 
For country of origin marking purposes, a substantial transformation of an article occurs when it is 
used in manufacture, which results in an article having a name, character, or use differing from that of 
the article before the processing However, if the manufacturing or combining process is merely a 
minor one which leaves the identity of the article intact, a substantial transformation has not OCCUlTed. 
Uniroyal, Inc. v. United States, 3 CIT 220, 542 F. Supp. 1026, "1029 (1982), aff'd, 702 F.2d 1022 (Fed. 
Cir. 1983). " 
Counsel argues that the surgical instruments are products of the: country where the forgings are made 
based on National Hand Tool Corp. v. United States, 3 CIT 308 (1992), affd, 989 F.2d 1201 (Fed. 
Cir. 1993), and Headquarters Ruling Letter (HRL) 561002 dated May 21, 1998; HRL 560441 dated 
November 18, 1997; HRL 560239 dated June 17, 1997; and HRL 559847 dated January 2, 1997. 
In National Hand Tooi Corp. v. United States, 16 CIT 308 (1992), affd, 989 F.2d 1201 (Fed. Cir. 
1993), the court considered sockets and flex handles which were either cold formed or hot forged into 
their final shape prior to importation, speeder handles which were reshaped by a power press after 
importation, and the grip of flex handles which were knurled in the U.S. The imported articles were 
then heat treated which strengthened die surface of the steel, and cleaned by sandblasting, tumbling, 
and/or chemical vibration before being electroplated. In certaininstances, various components were 
assembled together which the court stated required some skill and dexterity. The court determined that 
the imported articles were not substantially transformed and that they remained products of Taiwan. 
In making its determination, the court focused on the fact that the components had been coldfonned or 
hotforged "into their final shape before importation," and that "the form of the components remained 
the same" after the assembly and heattreatment processes performed in the U.S. Although the court. 
stated that a predetermined use would not necessarily preclude a finding of a substantial 
transformation, it noted that such determination must be based on the totality of the evidence. The 
court then concluded that no substantial change in name, character or use occurred as a result of the 
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processing performed in the U. S. 
In HRL 559847, dated January 2, 1997, Customs considered U.S.origin stainless steel sheets cut into 
strips of suitable width, which were further cut into blanks. The blanks were then heated and hammer 
forged. The forgings were annealed and trimmed, and cold stamped to straighten the trimmed 
forgings. The forgings were then shipped to Pakistan where they underwent milling operations to cut 
the box, ratchet, and jaw serrations into the forceps; assembled; ground; filed; heat treated, including 
tempering and testing for hardness; acid pickled; polished; chemical cleaned; and buffed. It was held 
that inasmuch as the forgings resembled the shape and size of the completed instruments upon 
importation into Pakistan, the operations performed in Pakistan did not substantially transform the 
forgings into a new and different article of Pakistani origin. Accordingly, the origin of the finished 
instruments was the U.S. In HRL 560441 dated November 18, 1997, it was held that German rough 
forgings of surgical and medical instruments sent to Hungary where they were machined, assembled, 
rough polished, heat treated and cleaned, did not undergo a substantial transformation in Hungary. 

Similarly, in HRL 561189, dated November 5, 1998, Customs concluded that surgical instruments 
forged in Germany and processed into completed articles in Pakistan were a product of Germany. 

We find the finishing processes performed in Pakistan in this case to be similar to those considered in 
HRL 559847, HRL 560441 and HRL 561189. Accordingly, pursuant to those rulings and National 
Hand Tool, we find that there is not a substantial transformation of the forgings in Pakistan, and the 
country of origin of the finished instruments will be Germany or the U.S.--the country of origin of the 
forging. We note that, prior to the finishing operations performed in Pakistan, each forging has the 
final shape of the finished surgical instrument. As in HRL 560441, HRL 561189 and HRL 559847, 
the surgical instrument forging is not changed in Pakistan to such a degree to result in a new and 
different article with a new name, character or use. 

We note that the U.S. address on the packaging of the German-origin instruments triggers the 
special marking requirements of 19 CFR 134.46. Therefore, theproposed marking "Stainless 
Germany" would not be acceptable. The word Germany must be preceded by the phrase "Made in, " 
"Product of," or similar language. With regard to the finished surgical instruments whose origin is 
the U.S., 19 U.S.C. l304 is inapplicable and no country of origin marking is required by this 
provision. The Federal Trade Commission ("FTC") has jurisdiction concerning the use of the phrase 
"Made in the U.S.A.," or similar words denoting U.S. origin. Consequently, any inquiries regarding 
the use of such phrases reflecting U.S. origin should be directed to the FTC, at the following address: 
Federal Trade Commission, 6th & Pennsylvania Avenue, N.W., Washington, D.C. 20508. 

We note that you reference a ruling previously issued to J. Jamner Surgical Instruments, Inc. (NY 
813021, dated August 28, 1995) concerning the eligibility of certain surgical instruments processed in 
Pakistan for duty-free treatment under the Generalized System of Preferences. However, we believe 
that ruling is distinguishable from the instant case because It did. not address the proper country of 
origin marking of surgical instruments and involved somewhat different production scenarios and 
processing than are involved here. Therefore, no further discussion or consideration of NY 813021 is 
deemed necessary in connection with this case. 

HOLDING: 

Based on the facts and samples presented, we find that the processing in Pakistan does not result in a 
substantial transformation of the German or U.S. forgings. Therefore, the country of origin of the 
finished surgical instruments is Germany or the U.S. The German surgical instruments may be marked 
"Product of Germany," or "Made in Germany. There is no marking requirement in accordance with 
19 U.S.C. 1304 with regard to surgical instruments made in the U.S. 
A copy of this ruling letter should be attached to the entry documents filed at the time the goods are 
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entered. If the documents have been filed without a copy, this ruling should be brought to the attention 
of the Customs officer handling the transaction. 

Sincerely, 
John Durant, Director Commercial Rulings Division 

Print this document 

'/ 
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PD F84116 
March 27, 2000 
CLA-2-84: A23 F84116 
CATEGORY: Classification 
TARIFF NO.: 8414.90.4040; 8483.10.3050 
Mr. James Shaw Panasonic Logistics Company of America 2 Panasonic Way Secaucus, NJ 07094 
RE: The tariff classification of cast metal compressor parts from Thailand, Japan, and Singapore 
Dear Mr. Shaw: 

In your letter dated March 7, 2000 you requested a tariff classification ruling on behalf of 
Panasonic Logistics Company of America. 

The items in question are described as a cast iron piston (part number GD-014320) from Japan; 
a cast aluminum cylinder head (part number GD-016700) from Thailand; a cast aluminum conrod 
(part number 01-887701) from Thailand; and a cast iron crankshaft (part number 01-888241) either 
from Japan or Singapore. These articles are used in a reciprocating refrigeration compressor. 
Descriptive information and samples were submitted. 

The forgings are net shape blanks, which approximate the outline of the finished article they will 
form. Although the forgings will undergo significant processing absent evidence to the contrary, 
the sole use of the forgings is for completion into finished pistons, cylinder heads, connecting rods 
(conrod) and crankshafts. 

The applicable subheading for the cast iron piston (part number GD-014320), the cast 
aluminum cylinder head (part number GD-O 16700) and the cast aluminum conrod (part number 
01-887701) will be 8414.90.4040 Harmonized Tariff Scheduleof the United States (HTS), which 
provides for parts of refrigerating compressors other than the housing. The rate of duty will be 
free. 

The applicable subheading for the cast iron crankshaft (part number 01-888241) will be 
8483.10.3050 Harmonized Tariff Schedule of the United States (HTS), which provides for 
camshafts and crankshafts. The rate of duty will be 2.5 per cent ad valorem. 

This ruling is being issued under the provisions of Part 177 of the Customs Regulations (19 C.F.R. 
177). ' 

A copy of the ruling or the control number indicated above should be provided with the entry 
documents filed at the time this merchandise is imported. 

Sincerely, 
Anne Marie Spiess Port Director of Customs 
Dallas-Fort Worth, Texas 
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HQ 561745 . 
July 20, 2000 
MAR-2-05 RR:CR:SM 561745 CW 
CATEGORY: Marking 
Thomas 1. Lindmcier, Esq. Suite 401, Regency One Building 10050 Regency Circle Omaha, 
Nebraska 68114 
RE: Modification of HRL 732883; country of origin marking of cast iron pipe fittings; substantial 
transformation; machining 
Dear Mr. Lindmeier: 

This is in reference to Headquarters Ruling Letter (HRL) 732883 dated August 1, 1990, which was 
issued to you on behalf of Central Plastics Company (Central), concerning the country of origin 
marking of certain castings to be imported and processed into pipe fittings. 

We have reviewed HRL 732883 and believe that the portion pertaining to whether a substantial 
transformation results from the U.S. processing of the imported castings into unions is incorrect. It is 
this aspect of the ruling that we are modifying for the reasons set forth below. The portion of the 
ruling relating to the applicability of the marking requirements of the dialectrics and for certain pipes 
and pipe fittings under 19 U.S.C. 1304(c) remains in effect. 

Pursuant to section 625(c), Tariff Act of 1930, as amended (19 U.S.C. 1625(c)), notice of the 
proposed modification of HRL 732883 was published on June 7, 2000, in the Customs Bulletin, 
Volume 34, Number 23. 

FACTS: 

The imported articles are unfinished malleable cast iron components of pipe fittings which as 
. imported have no threading, beveled edges or other features beyond their rough shape. In their 
condition as imported, the components cannot be joined together to function as pipe fittings. From the 
imported castings, Central plans to manufacture pipe fittings known as unions and fittings known as 
dielectrics. Each three-piece union will be made from three imported castings: a nut, a head, and a tail. 
Each five-piece dielectric will . 
be made from two imported castings: a nut and a head, to which will be added a brass tail and nylon 
and rubber gaskets of domestic origin. Samples were submitted. For the imported union components, 
a ruling is requested with respect to castings of between 114" and 3" in diameter. F01: the imported 
components of the dielectrics the ruling request covers dimensions from 1/2" to 2". To produce the 
union, a multi-station dial index boring and threading machine and a lathe are used. The inside 
diameter of the casting for the tail piece is bored, trued and threaded. Then the outside diameter of the 
tail piece is trued. The raised portion of the tail (the hub) is rounded and a groove created to 
accommodate a molded-on nylon gasket. The end of the tail piece is faced to create a flat surface at a 
right angle to the plane created by the machined inside diameter, and one end is bevelled. The head 
piece is processed by boring, facing, threading and tapping. The nut is finished by boring and 
threading. The head and nut of the dielectric fitting are processed from the imported castings in the 
same manner, using the same machinery. 

Central has submitted detailed confidential cost data which 'demonstrate that the U.S. processing done 
by Central adds between [X] percent and [X] percent in direct manufacturing costs to the cost of the 
imported castings, depending upon the size of the fitting. These costs do not include sales 
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commissions, transportation, and research and development engineering costs. 

The castings are imported by Central for its own account directly from a sole foreign manufacturer, to 
be used only in the manufacture of unions and dielectrics. Central represents that the imported 
castings will not be sold to third parties, and suggests that this undertaking can be enforced because its 
name will be die engraved on each cast nut. ' 

ISSUE: 

Are the imported castings substantially transformed by the U.S. processing such that Central is the 
ultimate purchaser? 
LA \V AND ANALYSIS: 

Section 304 of the Tariff Act of 1930, as amended (19 U.S.C. (304), provides that, unless excepted, 
I 

every article of foreign origin entering the U.S. shall be marked in a conspicuous manner as legibly, 
indelibly, and permanently as the nature of the article (or container) will permit, in such a manner as 
to indicate to the ultimate purchaser in the U.S. the English name of the country of origin of the 
article. 

Part 134, Customs Regulations (19 CFR Part 134), implements the country of origin marking 
requirements and exceptions of 19 U.S.C. 1304. 

Section 134.1 (d), Customs Regulations, defines "ultimate purchaser" as generally the last person in 
the U.S. who will receive the article in the form in which it was imported. Section 134.35(a), Customs 
Regulations, provides that an article used in the U.S. in manufacture which results in an article having 
a name, character or use differing from that of the imported article will be within the principle of the 
case of United States v. Gibson- Thomsen Co., Inc., 27 C.C.P.A. 267 (C.A.D. 98)(1940). Under these 
circumstances, the manufacturer who converts or combines the imported article into the different 
article will be considered the ultimate purchaser of the imported article, and the article shall be 
excepted from country of origin marking, although its outermost container must be marked. 

. l' 
In Midwood Industries v. United States, 64 Cust. Ct. 49S?, CD. 4026, 313 F. Supp. 951 (1970), the 

Customs Court considered the effect of U. S. processing on 'the country of origin marking requirements 
of imported steel forgings. Although the edges of the forgings were legibly and conspicuously marked 
with the country of origin at the tie of importation, the country of origin marking was obliterated or 
destroyed during the course of the domestic processing. The processes involved in finishing the 
imported articles included cutting, boring, facing, spotfacing, drilling tapering, threading, bevelling, 
heating and compressing. In certain instances, the flanges were subject to both heating and reducing 
one end in size and diameter by compression. 

The court noted that the imported forgings were made as close to the dimensions of the ultimate 
finished form as possible. Nevertheless, the court stated that the products remained forgings unless 
and until converted by some manufacturer into consumers' goods, that is, flanges and fittings. The 
court held that the imported forgings and the fittings and flanges made therefrom were different 
articles of commerce, and the importer/processor was the ultimate purchaser of the forgings. 

In HRL 732883, Customs found that the machining operations that were performed on the 
imported forgings to create the finished unions and dielectrics are comparable to those involved in 
Midwood, and determined that the U.S. processing constituted a substantial transformation. Thus, it 
was determined that the U.S. manufacturer (Central) was the ultimate purchaser of the imported 
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castings. The Customs Service has on a number of occasions expressed its views with respect to the 
decision in Midwood. More recently, on March 14,2000, following notice and comment Customs 
stated, "It is Customs opinion that 
based on subsequent court decisions applying substantial transformation analysis, Midwood would be 
decided differently today". Accordingly, we announced that we would no longer be following the 
analysis in Midwood. 
In view of the foregoing, we conclude that the issue of substantial transformation in this case must be 
decided in accordance with the facts presented applying the reasoning employed by the court in a 
number of decisions in this area, namely whether a change 'in name ,character or use has occurred. See 
Uniroyal, Inc. v. United States, 542 F. Supp. 1026 (CIT 1982), aff'd, 702 F.2d 1022 (Fed. Cir. 1983); 
National Hand Tool Corp. v. United States, 16 CIT 308, 312 (1992), aff'd, 989 F.2d 1201 (Fed. Cir. 
1993); Superior Wire v. United States, 669 F. Supp. 472 (CIT), aff'd, 867 F. 2d 1409 (Fed. Cir. 1989); 
National Juice Products Ass'n v. United States, 628 F. Supp. 978 (CIT 1986); Ferrostaal Metals Corp. 
v. United States, 664 F. Supp. 535 (CIT 1987). 

With respect to the change in name, we note in this case that the imported articles are variously 
referred to as "castings" or as "unfinished cast iron components.of pipe fittings." This is also 
confirmed in Midwood, where the imported articles were referred to as "unfinished flange forgings," 
"unfinished 180 degree elbow," "flange in the rough," or as "semi-finished articles." More 
specifically in this case, the unions are made from three imported castings, a nut, head, and tail. The 
dialectrics are made from five pieces, a nut, head, brass tail, and nylon and rubber gaskets. However, 
while a change in name by itself is the least persuasive factor arid is insufficient by itself to support a 
holding that there is a substantial transformation, the evidence of such a change in name is equivocal 
in this case. See Superior Wire, 867 F.2d at 1414. With respect to the change in usc and character, we 
note that the imported head and tail for the unions are at all times intended for use as pipe fittings and 
imported in dimensions that are close to their finished form. These factual conclusions are in accord 
with the facts as adduced by the court in Midwood. While the unfinished pipe fittings for the unions 
are machined to final dimension and subjected to a simple assembly, we do not believe that such 
operations amount to a change in character of the importedhead 'and tail. Furthermore, we find that 
none of the three pieces are used separately and all three pieces work together as a unit. As the 
imported components for the unions do not undergo a change in name, character or use, it is our 
opinion that the U.S. processor is not the ultimate purchaser. Therefore, we find that the union pipe 
fittings processed in the U.S. from imported foreign castings, as described above, are required to be 
marked with the country of origin of the castings. 
However, for the dialectrics, only the nut and head are imported. These components alone do not have 
the character of a dialectric. We find that part of the essential character of the dialectric is imparted by 
the brass tail, which is a domestic component. Reexamining theinquirer's submission, we note that 
the bras tail is made from brass bar stock on a spindle screw machine, by machining the outside, 
drilling and boring the inside, and then facing off the part in accord with the close tolerances set forth 
in a blueprint. A neoprene gasket and molded minlon insulator are added to insulate the tail, and the 
tail is then assembled with the imported components to form the dialectric. Accordingly, since both 
the tail which is domestic and the head are significant components of the dialectric and the insulating 
characteristics are imparted in the U.S. by domestic components, we find that in conjunction with the 
machining and assembly operations, the imported nut and head undergo a substantial transformation 
in the U.S. 

HOLDING: 

Based upon the information provided, Customs finds that no substantial transformation results from 
the U.S. processing of the imported castings to create the pipe fittings known as unions. Therefore, the 

http://rulinqs.cbp.aov/detail.asp?ru=561745&ac=pr 3/4 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



1012212015 CROSS Ruling 561745 

ultimate purchaser is the recipient ofthe completed pipe fittings. Accordingly, the union pipe fittings 
processed from imported foreign castings, as described above, will be required to be marked with the 
country of origin of the imported castings. Consistent with this ruling, HRL 732883 dated August I, 
1990, is hereby modified. However, Customs finds a substantial transformation of the two imported 
components when they are combined in the U.S. with domestic components to make dialectrics. 
Therefore, the dialectrics are not subject to country of orign marking requirements. 

In accordance with 19 U.S.C. 1625( c), this ruling will become effective 60 days after its publication in 
the Customs Bulletin. 

Sincerely, 
John Durant, Director Commercial Rulings Division 

Print this document 

! c 
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NYK87941 
August 17, 2004 CLA-2-84:RR:NC:1:102 K87941 
CATEGORY: Classification 
TARIFF NO.: 8483.50.9080, 8483.90.8080 
Mr. Brian Kavanaugh Deringer Logistics Consulting Group 1 Lincoln Blvd., Suite 225 Rouses Point, 
NY 12979 
RE: The tariff classification of conveyor parts from China 
Dear Mr. Kavanaugh: 

In your letter dated July 2, 2004 you requested a tariff classification ruling on behalf of your client 
Poulies Maska. 

The articles in question are described as components for conveyors. The components include a 
weld-on hub, part H-SDS, an XT hub, part XTHI5, an XT bushingpart XTBI5X-1/8, a timing 
pulley, part IP14H100-1108, and an HTD sprocket, part 28-14M-40-SK. Samples and descriptive 
literature were submitted. 

You indicate that the weld-on hub and the XT hub are usually installed on conveyor pulleys and 
that the XT bushing is installed with the XT hub. Examination of the samples and review of the 
descriptive literature made available reveals that the timing pulley and sprocket are ribbed and 
designed for use with belt drives. 

The applicable subheading for the timing pulley and HTD sprocket will be 8483.50.9080, 
Harmonized Tariff Schedule of the United States (HTSUS)~ which provides for other pulleys. The rate 
of duty will be 2.8 percent ad valorem. 

The applicable subheading for the weld-on hub, XT hub and XT bushing will be 8483.90.8080, 
HTSUS, which provides for other parts of pulleys. The rate of duty will be 2.8 percent ad valorem. 

This ruling is being issued under the provisions of Part 177 of the Customs Regulations (19 C.F .R. 
177). 

A copy of the ruling or the control number indicated above should be provided with the entry 
documents filed at the time this merchandise is imported. If you have any questions regarding the 
ruling, contact National Import Specialist Kenneth T. Brock at 646-733-3009. 

Commodity 

Sincerely, 
Robert B. Swierupski 

Specialist Division 
Director, National 

! - 

Print this document 
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NY D86166 January 20, 1999 
CLA-2-84:RR:NC:l:I02 D86166 
CATEGORY: Classification 
TARIFF NO.: 8483.30.8090 
Mr. Arlen T. Epstein Tompkins & Davidson, LLP One Astor Plaza 1515 Broadway New York, NY 
10036-8901 
RE: The tariff classification of a split taper bushing from China. 

Dear Mr. Epstein: 

In your letter dated December 22, 1998 you requested a tariff classification ruling on behalf of 
your client Ingersoll-Rand. 

The item in question is described as a split taper bushing used to connect power transmission 
pulleys to motor shafts. Descriptive literature and technical drawings were submitted. 

The split taper bushing is a flanged iron bushing with keyways cut into both its inner bore and 
outside diameter. The bushing is designed to allow a range of power transmission clements, such as 
sheaves, sprockets, gears, pulleys, couplings and hubs, to be mounted to power transmissions shafts. 
The keyways, when used with external keys, allow the bushing to transmit power between the shaft 
and the mounted transmission element. 

The applicable subheading for the split taper bushing will be 8483.90.8090, Harmonized Tariff 
Schedule of the United States (HTSUS), which provides for other parts of transmission elements. The 
rate of duty will be 2.8 percent ad valorem. 

In regard to your inquiry with respect to the applicability of dumping duties, it is the opinion of this 
office that the split taper bushing is not subject to antidumping duties under current orders of the 
Department of Commerce relating to antifriction bearings. Should you desire a binding ruling on the 
applicability of dumping orders to your merchandise, please write directly to the Department of 
Commerce, Office of Compliance, Washington, D.C. " 

This ruling is being issued under the provisions of Part 177 of the Customs Regulations (19 C.F .R. 
177). 

A copy of the ruling or the control number indicated above should be provided with the entry 
documents filed at the time this merchandise is imported. If you have any questions regarding the 
ruling, contact National Import Specialist Kenneth T. Brock at 212-466-5493 (212-637-7026 after 
January 28, 1999). I 

Commodity 

Sincerely, 
Robert B. Swierupski 

Specialist Division 
Director, National 

Print this document 
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HQ 967908 JANUARY 24,2006 
CLA-2 RR:CTF:TCM 967908 JAS 
CATEGORY: Classification 
TARIFF NO.: 8538.90.8080 
Michael E. Roll, Esq. 

Pisani & Roll 187 5 Century Part East, Suite 600 Los Angeles, CA 90067 
RE: Aluminum Castings; NY L83113 Affirmed 
Dear Mr. Roll: 

In your letter, dated September 15,2005, on behalf of Tyco Electronics Corporation, you request 
reconsideration of NY L83113, which the Director, National Commodity Specialist Division, U.S. 
Customs and Border Protection (CBP), New York, issued t9 you on March 16,2005. 

In NY L83113 certain aluminum castings from Taiwan used in making shell assemblies or housings 
for electrical connectors for the aerospace industry were found to be classifiable as other parts suitable 
for use solely or principally with the apparatus of heading 8535, 8536 or 8537, in subheading 
8538.90.8080, Harmonized Tariff Schedule of the United States (HTSUSA). You maintain the 
castings are classifiable in subheading 7616.99.50, HTSUS, as other articles of aluminum. Samples of 
the imported casting, the casting processed in the United States after importation, and the complete or 
finished electrical connector housing were provided. You presented additional factual and legal 
arguments during a teleconference on December 29,2005, with members of my staff, which you 
confirmed by facsimile transmittal, dated January 17, 2006. 

-2- 
FACTS: 

The merchandise is an aluminum casting, designated number 118-01-052-02, which is further 
machined by sizingtwo mounting holes and the flashing removed either manually or by machine. 
This is the condition of the merchandise as imported. The casting is further processed after 
importation by removing an aluminum oxide film formed during casting, applying a layer of nickel, 
plating with cadmium which provides an electrically conductive surface, then coating with chromate 
to protect the cadmium from corrosion. The plating and coating are processes required to meet 
performance requirement') such as electrical conductivity, vibration and mechanical shock exposure as 
well as exposure to temperature and humidity. No further machining operations are performed. At this 
point the identifying number is changed to 118-01-052-07. The casting, processed as indicated, is then 
shipped to Mexico for assembly with other components into a finished housing for an electrical 
connector and given the identifying part number MTCI00-JHI-P32. 

The HTSUS provisions under consideration are as follows: 

Other articles of aluminum: 

Other: 

Other: 

. Other 
* * * * 
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Parts suitable for use solely or principally with the apparatus of heading 8535, 8536 or 8537: 

Other: 

Other: 

8538.90.80 
ISSUE: 

Other 

Whether the aluminum casting, number 118-01-052-02, upon importation, qualities as a blank 
under GRI 2( a) and, therefore, as an incomplete or unfinished part of an electrical connector of 
heading 8535 or 8536. 

- 3 - 
LAW AND ANALYSIS: 

Under General Rule of Interpretation (GR!) 1, Harmonized Tariff Schedule of the United States 
(HTSUS), goods are to be classified according to the terms of the headings and any relative section or 
chapter notes, and provided the headings or notes do not require otherwise, according to GRIs 2 
through 6. GRI2(a) states in part that any reference in a heading to an article includes that article 
incomplete or unfinished provided that, as entered, the incomplete or unfinished article has the 
essential character of the complete or finished article. 
The Harmonized Commodity Description and Coding System Explanatory Notes (ENs) constitute the 
official interpretation of the Harmonized System at the international level. Though not dispositive, the 
ENs provide a commentary on the scope of each heading of the HTSUS. Customs and Border 
Protection (or CBP, as appropriate) believes the ENs should always be consulted. See T.D. 89-80,54 
Fed. Reg. 35127, 35128 (Aug. 23, 1989). 

The decision In NY L83113 was based on the finding "Part number 118-01-052-02, however, as 
imported has the character of a part of an electrical connector. It is already advanced to the point 
where it is recognizable and dedicated for use as a [p ] art. .. " In respect of incomplete or unfinished 
articles, after discussing the concept of essential character at (I) the ORI 2(a) ENs, at (II), indicate" 
[t]he provisions of [Rule 2(a)] also apply to blanks unless these are specified in a particular heading. 
The term "blank" means an article, not ready for direct use, having the approximate shape or outline 
of the finished article or part, and which can only be used, other than in exceptional cases, for ' 
completion into the finished article or part (original bolded, underscoring added). This EN instructs 
that irrespective of the degree of processing a good has undergone, its specific size and shape and 
dedication to use can dictate whether it has assumed the character of the article or part it will become. 
Therefore, it is CBP's position that articles qualifying as "blanks" per se are said to possess the 
essential character of the complete or finished good. This principle is reflected in NY L83113. 

In support of the heading 7616 classification you cite relevant ENs which state that heading 7616 
covers all articles of aluminum except those covered more specifically in the HTSUS. While you 
concede the castings have the approximate size, shape or outline of the connector part they will 
become, you argue that they lack important performance requirements such as electrical conductivity 
which you maintain imparts the essential character to a part provided for in heading 8538. In addition, 
the cost of the plated aluminum casting is approximately 85% higher than the unplated casting. 
- 4 - You cite several rulings in which CBP held that articles imported incomplete or unfinished 
lacked the essential character of the complete or finished article because they required substantial 
further processing after importation. You cite numerous additional rulings in which you indicate CBP 
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classified articles as if complete or finished because they qualified as "blanks," without any reference 
to whether they had the essential character of the complete or finished article. Other rulings 
affirmatively stated that the articles had the essential character of the complete or finished article 
because they had the approximate size or shape of the complete. or finished article or were dedicated 
for use as the finished article. You maintain, however, that these rulings represent an incorrect 
interpretation of ORl 2( a). You state that the ORl 2( a) EN does not state that blanks have the essential 
character of the complete good; rather, the EN only states that blanks are subject to ORI 2(a). You 
contend that CBP's position is based on an EN, which is instructive at best, but does not supersede the 
legal text of ORI 2(a). Thus, you opine that a proper reading of ORI 2(a) requires that a good having 
the approximate shape or outline of the complete or finished article must also have the essential 
character of the complete or finished good. You conclude that because upon importation casting 
number 118-01-052-02 does not have the electrically conductive finishes necessary to provide a 
maximum resistance value between connectors, it lacks the.essential character of a connector housing 
otherwise provided for in heading 8538. The casting is therefore classifiable in heading 7616. 

CBP disagrees with your interpretation of OR I 2(a). It is our opinion that the GRI 2(a) EN discussion 
of "blanks," at (II), provides an independent, objective criteria for determining whether an incomplete 
or unfinished good is to be classified as if complete or finished. If this were not the case, the "blanks" 
language would be unnecessary and superfluous as the classification of articles having the 
approximate shape or outline of the finished good would in all cases be governed by the principal of 
essential character. ' 
Our failure to discuss in detail the numerous cases you cite dod not mean they were not fully 
evaluated and considered. However, in view of the discussion above, we will only discuss the 
decisions which illustrate the legal principles which we believe control this case. See Apple 
Computer, Inc. v. United States, 749 F. Supp. 1142 (Ct. Iuel Trade, decided October 19, 1990). 
Among those, is a case you cite, HQ 557992, dated January 23, 1996, concerns zirconium tulles 
imported cut-to-length but otherwise in bare configuration, for use as fuel rods for nuclear reactors. 
Because tbey required substantial post-importation fabrication, as well as the addition of a critical 
component, uranium fuel in pellet form, the tubes were found to lack the essential character of 
finished or complete fuel elements. As there is no discussion in HQ 557992 of whether the zirconium 
tubes qualified as "blanks," we do not view tbis decision asinstructive. 

- 5 - 
CBP's position on "blanks" is clearly demonstrated in HQ 084219, dated July 7,1989, another case 
you cite, concerning aluminum blanks or bare substrates for computer memory discs. Notwithstanding 
that the discs required further processing after importation by cleaning, plating and polishing, into 
prepared unrecorded media of heading 8523, the ruling stated, in part, "[tjhe disc blanks have the 
essential shape of the finished articles, and they do not appear to have any practical use other than for 
completion into the intended memory discs. By virtue of their specific size and shape, these articles 
have assumed the character of the articles into which they will be completed." HQ 084219 stated that 
ORl2(a) would otherwise direct the classification of these unfinished recording discs in heading 
8523, but for the fact they were not physically finished, i.e., prepared, as required by the 8523 heading 
text. Classification thus defaulted to heading 7616 according to the discs' constituent material. 

As noted earlier, you indicate on p. 5 of your September 15,2005, submission, that the [imported 
aluminum] casting has the physical shape of the connector part which it will ultimately be used. In 
view of the discussion above, the lack of important performance requirements in the casting at 
importation is not deemed legally relevant. CBP's position on the classification of articles qualifying 
as "blanks" has been both consistent and longstanding. See,:HQ 084219, supra, HQ 957094, dated 
January 30, 1995, and related cases. For these reasons, the 'aluminum casting, number 118-01-052-02, 
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qualifies as a blank and possesses the essential character of a housing for electrical connectors. 

HOLDING: 

Under the authority ofGRJ 2(a), aluminum castings designated number 118-01-052-02, are 
provided for in heading 8538. They are classifiable in subheading 8538.90.8080, HTSUSA, as other 
parts suitable for use solely or principally with the apparatus of heading 8535,8536 or 8537. 
EFFECT ON OTHER RULINGS: 

NY L83113, dated March 16,2005, is affirmed, 
Sincerely, 

Robert A. Altneu 
Myles B. Hannon, Director Commercial and Trade Facilitation Division 

Print this document 
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HQ W968396 
December 21, 2006 

MAR-02 RR:CTF:TCM W968396 RSD 
CATEGORY: MARKING 
Linda M. Weinberg, Esq. 

Barnes & Thornburg, LLP. 

750 17th Street N.W. 

Suite 900 Washington, D.C. 20006 
RE: Country of Origin Marking Requirements of Stainless Steel Surgical Drill Bits; Substantial 
Transformation; 19 CFR 134.35; 19 CFR 134.32(m) 
Dear Ms. Weinberg: 

This is in response to your letter dated August 3, 2006, on behalf of Precision Edge Surgical 
Products Company, LLC. (Precision Edge), requesting a ruling concerning the country of origin 
marking requirements for certain stainless steel surgical drill bits. Enclosed with your letter were 
samples of raw material drill bit blanks and the finished drill bits. 
FACTS: 

The subject products are various styles of stainless steel cannulated and non-cannulated surgical 
drill bits. The drill bits are used with electric or air-driven medical drills. Physicians use the drill bits 
for arthroscopic and orthopedic procedures and for neurological and maxillofacial surgery. In 
addition, dentists, oral surgeons, and podiatrists also use the drill bits for procedures that they 
perform. The cannulated drills are virtually identical to the non-cannulated drills except that they have 
an internal channel that runs the length of the drill which permits threading of sutures and wires or 
irrigation. The drill bits aTe made to customer specifications, and thus drill point designs will differ 
from order to order. 

Precision Edge is considering performing some of the production steps involved in manufacturing 
the drill bits in China. Under this proposal, Precision Edge will purchase U.S.-origin raw stainless 
steel rod that measures 12 feet long by 3/16 inch in diameter. At its facility in Sault Ste. Marie, 
Michigan, Precision Edge will cut the stainless steel rod to lengths of approximately 6 1;4 inches. The 
cut length rods will be turned on a lathe that will cut and grind the steel rods into drill bit blanks. The 
turning process will include the cutting of the grip for "quick connect drills." At this stage of the 
production process, all of the drill bit blanks will have the same size, shape, and form as the finished 
drills. At that point, the drill bit blanks will be inspected for straightness. Some of the drill bit blanks 
will be gun drilled their full length so that they can be used with cannulated drills. Under the proposal 
that Precision Edge is considering, the gun drilling may occur in either the United States or China. 

In China, all of the drill blanks would undergo the following processes: 

Heat treatment; Grinding the top end; 
Straightening; 
Grinding the "flutes" (i.e., the cutting surfaces of the drill) 
Electro-polishing; 
Buffing and deburring; 
Etching of customer logo, product size, part number and control number; 
Passivation (i.e., an acid treatment to remove contamination and prevent corrosion. 
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After the processing in China is completed, the finished drill bits will be returned to Precision Edge by 
airfreight to Detroit. Precision Edge would then inspect and package the finished drill bits for sale and 
shipment. 

ISSUE: 

What is the country of origin of the stainless steel surgical drill bits that are made from U.S. origin 
blanks and further processed in China? 
LAW AND ANALYSIS: 
Section 304 of the Tariff Act of 1930, as amended (19 U.S.C. 1304), provides that, unless excepted, 
every article of foreign origin (or its container) imported into the United States shall be marked in a 
conspicuous place as legibly, indelibly and permanently as the nature of the article (or its container) 
will permit, in such a manner as to indicate to the ultimate purchaser in the United States the English 
name of the country of origin of the article. Congressional intent in enacting 19 U.S.C. 1304 was "that 
the ultimate purchaser should be able to know by an inspection of the marking on the imported goods 
the country of which the goods is the product. The evident purpose is to mark the goods so that at the 
time of purchase the ultimate purchaser may, by knowing where the goods were produced, be able to 
buy or refuse to buy them, if such marking should influence his will." United States v. Friedlaender & 
Co., 27 CCPA 297,302, C.A.D. 104 (1940). Part 134, Customs and Border Protection Regulations 
(CBP) (19 C.F.R. § Part 134) implements the country of origin marking requirements and exceptions 
of 19 U.S.C. 1304. 'J 

Section 134.1(b), CBP Regulations (19 C.F.R. § 134. 1 (b)), defines "country of origin" as "the country 
of manufacture, production or growth of any article of foreign origin entering the United States. 
Further work or material added to an article in another country must effect a substantial 
transformation in order to render such other country the 'country of origin' within the meaning of [the 
marking laws and regulations]." For country of origin marking purposes, a substantial transformation 
of an article occurs when it is used in manufacture, which results in an article having a name, 
character, or use differing from that of the article before the processing. However, if the 
manufacturing or combining process is merely a minor one that leaves the identity of the article intact, 
a substantial transformation has not occurred. Uniroyal, Ind. v. United States, 3 CIT 220, 542 F. Supp. 
1026,1029 (1982), aff'd, 702 F.2d 1022 (Fed. Cir. 1983).: . 

Under Section 134.32(m), CBP Regulations (19 C.F.R. § 134.32(m)), products of the United States 
that are exported and returned are excepted from the country of origin marking requirements of 19 
U.S.C. § 1304. 

In response to a ruling request submitted by the counsel for Michigan Drill Company, CBP 
determined in HQ 733882 dated July 25, 1991, that the various machining and other processing 
operations performed in the U.S. Virgin Islands of high speed fluted steel blanks into finished 
precision twist drills in various configurations by Michigan Drill Company would effect a substantial 
transformation of the blanks. . . 

However, HQ 733882 was issued before the decision of National Hand Tool Corp. v. United States, 
16 CIT 308 (1992), affd, 989 F.2d 1201 (Fed. Cir. 1993) was rendered. In National Hand Tool Corp., 
the court considered sockets and flex handles which were either cold formed or hot forged into their 
final shape prior to importation, speeder handles which were reshaped by a power press after 
importation, and the grip of flex handles which were knurled in the U.S. The imported articles were 
then heat treated which strengthened the surface of the steel, and cleaned by sandblasting, tumbling, 
and/or chemical vibration before being electroplated. In certain.instances, various components were 

214 
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assembled together which the court stated required some skill and dexterity. The court determined that 
the imported articles were not substantially transformed and that they remained products of Taiwan. 
In making its determination, the court focused on the fact that the components had been cold formed 
or hot forged "into their final shape before importation, It and that "the form of the components 
remained the same" after the assembly and heat treatment processes performed in the U.S. Although 
the court stated that a predetermined usc would not necessarily preclude a finding of a substantial 
transformation, it noted that such determination must be based on the totality of the evidence. The 
court then concluded that no substantial change in name, character or use occurred as a result of the 
processing performed in the U.S. In view of the decision of the Court of International Trade in the 
National Hand Tool Corp., case and its affirmation by the Federal Circuit, we believe that HQ 
733882 has been voided by operation of law and that its holding should no longer be followed. 
In Superior Wire v. United States, 867 F.2d 1409 (Fed Cir. 1989), the court held that wire rod made 
into wire in Canada was not substantially transformed because there was no significant change in use 
or character. The court noted that the strength characteristic of the wire was "metallurgically 
predetermined" and the changes were primarily cosmetic. The court viewed the wire rod and wire as 
"different stages of the same product." 
In a number of rulings involving the machining of forgings to make tools and instruments, CBP has 
applied the reasoning ofthe National Hand Tool Corp. case. For example, in HQ 559847, dated 
January 2, 1997, CBP considered U.S. origin stainless steel sheets cut into strips of suitable width, 
which were further cut into surgical instrument blanks. The blanks were then heated and hammer 
forged into their final shape and size. The forgings were annealed and trimmed, and cold stamped to 
straighten the trimmed forgings. The forgings were then shipped to Pakistan where they underwent 
milling operations to cut the box, ratchet, and jaw serrations into the forceps; assembled; ground; 
filed; heat treated, including tempering and testing for hardness; acid pickled; polished; chemical 
cleaned; and buffed. It was held that inasmuch as the forgings resembled the shape and size of the 
completed instruments upon importation into Pakistan, the operations performed in Pakistan did not 
substantially transform the forgings into a new and different article of Pakistani origin. Accordingly, 
the origin of the finished instruments was determined to be the U.S. In HQ 560441, dated November 
18, 1997, it was held that German rough forgings of surgical and medical instruments sent to 
Hungary where they were machined, assembled, rough polished, heat treated and cleaned, did not 
undergo a substantial transformation in Hungary. Similarly, in HQ 561189, dated November 5, 1998, 
CBP concluded that surgical instruments forged in Germany and processed into completed articles in 
Pakistan were a product of Germany. 

In HQ 562842, dated November 20, 2003, a cutter and lug forgings were shipped to Singapore where 
they were further processed before final assembly in the UnitedStates. In Singapore, the cutter 
forgings were milled to produce one of two types of forgings: tooth bits and insert bits. The back 
facing of the cutter forgings was hollowed out to enable later U.S. assembly with the lug forgings. In 
addition, for both "tooth bits" and "insert bits," grooves were machine cut into the forging to create the 
teeth on the outer face of the cutter. For the tooth bits, the teeth were made of the same material as the 
cutter forging, nickel alloy steeL For the "insert bits" only, holes were drilled into the milled teeth and 
tungsten carbide or synthetic diamond inserts were press fitted into these holes on the face of the 

. cutter forgings. 
The unassembled lug forgings were also shipped to Singapore for further processing. As with the 
cutter forgings, the lug forgings were machined to allow later a~sembly with the cutter forgings. In 
addition, holes were drilled into the lug forgings to create nozzles and grease reservoirs. After the 

! 

finished cutter and lug forgings were machined in Singapore, they were returned to the United States 
for assembly. Three cutter forgings and three lug forgings were used to produce a single roller cone 
drill bit. For both the cutter and the lug forgings, CBP ruled that the further processing in Singapore 
did not result in a new and different article with a distinctive name, character or use when machined 
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into cutter forgings with teeth or finished lug forgings. Based on the photographs submitted, we ruled 
that the basic shape of the exported and imported forgings was the same except that the returned cutter 
forgings have teeth around the circular edge. Furthermore, the use of the exported forgings was 
dedicated to become drill bit parts. Consequently, CBP held that the country of origin of the cutter 
forgings and the lug forgings, at the time of their importation arid upon completion of further 
processing and assembly in the United States was the United States 
. b '. 

In this case, Precision Edge is proposing to ship the drill bit blanks made in the United States to 
China, where they will be further processed into the finished drill bits. The processing that will be 
done in China includes adding grooves by fluting, straightening, polishing, heat treating and cleaning 

. the drill bit blanks. However, we believe that the processing operations that will be conducted in 
China are basically finishing operations that will not change the basic nature of the drill bits. The drill 
bit blanks made in the United States will have the same size and shape as the finished drill bits. 
Significantly, the drill bit blanks shipped to China are clearly dedicated to use for making the finished 
drill bits, and they cannot be used for any purpose other than for making the finished drill bits. It is 
our opinion that the drill bit blanks and the finished drill bit's represent "different stages of the same 

. product." Like the wire rod in Superior Wire and the hand tool components in National Hand Tool, we 
find that the drill bit blanks undergo no significant change in character or use when they are processed 
into the finished drill bits in China. In other words, the drill bit blanks have the very essence of the 
finished drill bits and the processing that will be performed in China does not change the shape, 
character or predetermined use of the drill bits. 
Regarding the cannulated drill bits, we note that they possess an extra feature that the non-cannulated 
drill bits do not have. This extra feature on the cannulated 4ri11 bits is an internal channel that permits 
the threading of sutures and wires or irrigation through the drill-bits. Gun drilling performed on the 
drill bits adds this extra feature to the drill bits. While the gun dhlling performed on the cannulated 
drill bits does create this extra feature to the drill bits, it does notalter the basic name, character, and 
use of the drill bits that are already pre-determined in the drill bit blanks. Therefore, we find that the 
country of origin of the drill bits will not be affected by whether the gun drilling is performed in 
China or the United States. 

Based on the information and the samples submitted and in accordance with the above analysis, we 
find that the drill bit blanks are not substantially transformed by the proposed processing to make 
them into finished drill bits that will be done in China. Therefore, we also find that the country of 
origin of the finished drill bits is the United States, and thus.in accordance with19 C.F.R. §134.32(m) 
they are not required to be marked to indicate their country ·of ~rigin. 

HOLDING: 

The proposed processing of the U.S. made origin drill bit blanks that will be performed in China 
will not substantially transform them. Therefore, after being processed in China, the country of origin 
of the finished drill bits will be the United States. In accordance with 19 C.F.R. § 134. 32(m), the 
finished drill bits, which are returned to the United States after having been processed in China, do not 
have to be marked to indicate their country of origin. 

Sincerely, 
Gail A. Hamill, Chief Tariff Classification and Marking Branch 

Print this document 
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N022414 
February 7, 2008 
CLA-2-84:0T:RR:NC:N1 :106 
CATEGORY: Classification 
TARIFF NO.: 8411.99.9060 
Ms. Kim Marrazzo Kintetsu World Express (USA), Inc. 

1221 N. Mittel Blvd. 

Wooddale, IL 60191 
RE: The tariff classification of an unfinished turbine blade casting from Switzerland. 

Dear Ms. Marrazzo: 

In your letter dated December 31, 2007 on behalf Power Systems Mfg. LLC, you requested a 
tariff classification ruling. You included photos and a description ofthe merchandise, its 
production and usc. The merchandise at issue is referred to as an unfinished turbine blade 
casting. The casting is made in Switzerland of nickel-cobalt which is said to be shipped to 
Switzerland from the U.S. and North America. In Switzerland, the nickel-cobalt ingots are melted 
and poured into a mold to form unfinished turbine blades which at the time of import into the US 
have the essential character and shape of the finished blade, and though unfinished are 
recognizable as parts of turbines. Once in the US the blades will be subject to two machining 
processes in order to bring the blade to acceptable tolerances and to enhance cooling capabilities. 
The blades are then subjected to coating and heat treating prior to inspection. You state that the 
turbine blades are used in industrial hot gas combustion turbine engines for the purpose of 
generating electricity and steam. 

You suggest that the unfinished turbine blade casting would be correctly classified as other 
articles of nickel: other: other in 7508.90.5000 Harmonized Tariff Schedule of the United States 
(HTSUS) or as cobalt. .. and articles thereof.v.: ... intermediate products of cobalt metallurgy; ... : 
other in 8108.20.9000 HTSUS depending upon the alloy used. You further suggest that the 
unfinished turbine blade casting would correctly take the alternate classification as an article of 
metal (as defined in U.S. note 3(e) of this subchapter) manufactured in the United States or 
subjected to a process of manufacture in the United States, if exported for further processing, and 
if the exported article as processed outside the United States, or the article which results from the 
processing outside the United States, is returned to the United States for further processing in 
9802.0060 HTSUS based upon the raw material often being from the US. These are not correct 
according to the General Rule ofInterpretation to the lUSUS, 2 (a): - 

"Any reference in a heading to an article shall be taken to include a reference to that article, 
incomplete or unfinished, provided that, as entered, the incomplete or finished article has the 
essential character of the complete or finished article." 
Additionally, the melting of the US ingots and molding of the blades in Switzerland would be 
considered a substantial transformation of the raw material and not merely further processed. 

The applicable subheading for the unfinished turbine blade casting will be 8411.99.9060, 
Harmonized Tariff Schedule of the United States (HTSUS), which provides for turbojets, and other 
gas turbines, and parts thereof: parts: other: other, parts of nona ire raft gas turbines: other. The 
general rate of duty will be 2.4% percent ad valorem. Duty rates are provided for your 
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convenience and are subject to change. The text ofthe most recent HTSUS and the accompanying 
duty rates are provided on World Wide Web at httpv/www.usitc.gov/tata/hts/. 

This ruling is being issued under the provisions of Part 177 of the Customs Regulations (19 
C.F.R. 177). 

A copy of the ruling or the control number indicated above should be provided with the entry 
documents filed at the time this merchandise is imported. If you have any questions regarding the 
ruling, contact National Import Specialist Mark Palasek at 646-733-3013. 

Commodity 

Sincerely, 
Robert B. Swierupski 

Specialist Division 
Director, National 

10/23/2015 
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Chinese Producers/Exporters of Mechanical Transfer Drive Components 

Changzhou Baoxin Metallurgy Equipment Manufacturing Co. Ltd 
No.1 ,Huashun Road, Tongji Industry Zone 
~ujin [)istrict 
Changzhou, Jiangsu Province, China 213102 
Phone: (86519) 88700788 
Fax: (86 519) 88700788 
Website: None 

Changzhou Changjiang Gear Co., Ltd. 
No. 20 Longwei Road, Chunjiang Town 
Changzhou New District 
Changzhou, Jiangsu Province, China 213034 
Phone: 86-519-85860190 
Fax: 86-519-85866030 

Changzhou Gangyou Lifting Equipment Co., Ltd. 
Gaoxiang Luoxi Town 
Xinbei District 
Changzhou, Jiangsu Province, China 
~ ebsite: None 

Changzhou Juling Foundry Co., Ltd. 
Sanhekou Industrial Concentrated Zone 
Zhenglu Town, Wujin District 
Changzhou, Jiangsu Province, China 
Phone: 86-929806 
Fax: 0519-88675127 

Changzhou Liangjiu Mechanical Manufacturing Co Ltd 
No.22, Zhailing Rd., Qianhuang Town 
Changzhou, Jiangsu Province, China, 213100 
Phone: 86-51968877117 
Fax: 86-51986265098 

Changzhou New Century Sprocket Group Company 
N0.20 Chuangye Road, Baizhang Industrial Park 
New Northern District 
Changzhou, Jiangsu Province, China 
Phone: +86519-85860171 

FIT Bearings 
No. 2229, Shen Gang Road, New Eastern Area 
Song Jiang Industrial Economic Zone, 
Shanghai, China 201611 
Phone: +86 (021) 67600939 
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Fuzhou Minyue Mechanical & Electrical Co., Ltd. 
324 National Rd., 
Hongxing Village, Jingyang Town, 
Fuzhou, Fujian Province, China 
Phone: 86-591-85322599 

Changzhou Xiangiin Precision Machinery Co., Ltd. 
51 Zhenxing Rd, Xinbei 
Changzhou, Jiangsu, China, 213126 
Phone: 8651985863812 

Hangzhou Chinabase Machinery Co., Ltd 
4th floor, Block B, Jianhua Industrial Park, NO.207-208, 
Qi Gu Deng, Zhou Shan Dong Road 
Hangzhou, Zhejiang Province, China 
Phone: 86-571-85865398, 86-571-85865055,86-571-85394068 
Fax: 86-571-85865066 

Hangzhou Ever Power Transmission Group 
Wener West Road 268-25 
Hangzhou, Zhejiang Province, China 
Phone: 0086-571-88220973/88220653 

Hangzhou Vision Chain Transmission Co., Ltd. 
15th Jiuqugang Road, Gouzhuang Industrial Park 
Yuhang District 
Hangzhou, Zhejiang Province, China 
Phone: 86-571-88755612 
Fax: 86-571-88213782 

Hangzhou Xingda Machinery Co., Ltd. 
Room 1809, Taifu Plaza 
Xiaoshan District 
Hangzhou, Zhejiang Province, China 311200 
Phone: 86-13777374843 
Fax; 86-571-22807855 

Henan Zhiyuan Machinery Sprocket Co. Ltd. 
30 Nong Ye Road 
Zhengzhou, Henan Province, China 
Phone: 86-371-65851882 
Fax: 86-371-65851069 
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.Jiangsu Songlin Automobile Parts Co., Ltd 
18 Xiang Yang Road Tai Zhou 
Taixing, Jiangsu Province, China 225400 
Phone: 86-135-12558451 
Fax: 86-523-7684337 

.Jingweida Gearing Ltd. 
Xi Shou Haiyang Road, 
Haiyang, Shandong Province, China 265100 
Phone: 86-010-87746318 
Fax: 86-010-87745228 

Martin Sprocket & Gear (Changzhou) Co., Ltd 
No.1 Xinyong Road 
Wujin High-Tech Zone 
Changzhou, Jiangsu Province, China 213164 
Phone: +86 0519-86226722 
Fax: +86 0519 86226730 

Ningbo Blue Machines Co., Ltd. 
No. 487 Yangmuqi Road, Hi-Tech Zone 
Ningbo, Zhejiang Province, China 315000 
Phone: 86-574-27806690 
Fax: 86-574-87795302 

Ningbo Fulong Synchronous .Belt Co., Ltd. 
Longshan Town 
Cixi, Zhejiang Province, China 315311 
Phone: 008657463787600 

Ningbo Royu Machinery Co., Ltd 
Simen Industrial Zone 
Yuyao, Zhejiang Province, China 
Phone: 86.158.57464080 

Nodha Industrial Technology 
15F, Building 15 Santafe Town, 
West Xinyuan Road 
Zhengzhou, Henan Province, China 450000 
Phone: 86371 87093270 

Praxair Surface Technologies 
37 Longhui Road, Wujin Hi Tech Industrial Zone 
Changzhou, Jiangsu Province, China 
Phone: 86.519.86229000 
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Qingdao Dazheng Jin Hao International Trade Co., Ltd. 
Rm. 1108, Bldg. a, Guomao Mansion, No. 230 
Changjiang Middle Road, Development Area 
Qingdao, Shandong Province, China 266555 
Phone: 86-18753267976 

Quanzhou Licheng Xintang Automobile Parts Co., Ltd. ("XTP Auto Parts") 
Changtai Road, Licheng Xintang Area 
Quanzhou, Fujian Province, China 362000 
Phone: 86-595-22418188 
Fax: 86-595-22454696 

Shangyu Shengtai Machinery Co., Ltd. 
No. 1732 RenMin West Road, 
Shangyu, Zhejiang Province, China 312300 
Phone: 86-577-65180002 
Fax: 86-577-65539222 

Shenzhen Derui Sourcing Co., Ltd. 
Room 301, A2 Bldg, Dong Jiao Tou Industrial Area 
Houhau Rd, Nanshan 
Shenzhen, Guangdong Province, China 
Phone: 86-755-26414849 
Fax: 86-755-26414850 
Website: None 

Shengzhou Shuangdong Machinery Co., Ltd. 
Xianyan Village, Xianyan Town 
Shaoxing, Zhej iang Province, China 
Phone: 86-575-83150632 
Fax: 86-575-83150632 

Shengzhou Xinglong Machinery 
Gaoxin Ave, Shaoxing County 
Shengzhou, Zhejiang Province, China 
Phone: 0575-83086838 
Fax: 0575-83832566 

Sichuan Reach .Jiayuan Machinery Co. Ltd. 
Danleng Eastern Industry Zone 
Meishan, Sichuan Province, China 620200 
Phone: 028-37260149 
Fax: 028-37260058 
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Shi Jia Zhuang CAPT Power Transmission Mechanical Ltd. 
8D 668 East Beijing Road 
Huangpu District 
Shanghai, Jiangsu Province, China 200001 
Phone: +86 311-85054756 

Tran-Auto Industries Co. Ltd. 
716 Gold River Center, No.88, Shishan Rd. 
Suzhou, Jiangsu Province, China 
Phone: 86-512-65830037 
Fax: 86-512-65529992 

Ubet Machinery 
Rooms 1318-19, Hollywood Plaza 
610 Nathan Road 
Mongkok Kowloon, H.K. 
Phone: (00852)27108200 
Fax: (00852)27108266 

Wot Parts & Machinery Co. 
Unknown address 
Shenyang, Liaoning Province, China 110161 
Phone: 86-138-41305961 

Yantai Henry Hardware Co., Ltd 
C322, 131 Yingchundajie Street, Laishan District 
Yantai, Shandong Province, China 264003 
Phone: 86-13356981778 
Website: None 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



EXHIBIT 1-12 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



Canadian Producers/Exporters of Mechanical Transfer Drive Components 

AMKAD Metal Components Inc. 
537108 Oxford County Road 34 
P.O. Box 149 
Tavistock, Ontario, Canada 
Contact: Ken Kropf, President 
Phone: (519) 655-2911 
Fax: (519) 655-2922 
Website: http://www.amkad.com/ 

Avion Technologies Inc. 
1203 Lorimar Dr. 
Mississauga, Ontario 
Canada, L5 S 1 M9 
Phone: (905) 670-1570 
Fax: (905) 670-1568 
Website: hitp://www.avion-tech.com/ 

G&M Gears International 
1500 Bellevue 
Greenfield Park, Quebec, J4V 1K3 
Phone: (450) 445-2424 
Fax: (450) 445-6073 
Website: http://www.gmgearsintemational.com/ 

Havlik Gear 
455 Sheldon Dr. 
Cambridge, Ontario 
Canada, N1 T 2B7 
Contact: John Havlik, President 
Phone: (519) 624-6240 
Fax: (519) 624-4119 
Website: http://www.havlikgear.com/ 

Martin Sprocket & Gear 
4027-53 Avenue NW 
Edmonton, Alberta, Canada 
Phone: (780) 450-0888 
Fax: (780) 465-0079 
Website: http://www.martinsprocket.comlhome 

Blador-Maskar 
(Poulies Maska Inc) 
180 Boulevard Gagnon, 
Sainte-Claire, QC GOR 2VO, Canada 
Website: http://www.baldor.com/brands/baldor-maska 
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Rapid Gear 
1596 Strasburg Rd 
Kitchener, Ontario 
Canada, N2R 1 E9 
Phone: (519) 748-4828 
Fax: (519) 748-5528 
Website: http://www.rapidgear.com/ 

RAS (Pulleys) Industries Ltd. 
3388-190th St, 
Surrey, British Colombia, 
Canada V3Z 1A7 
Phone: (604) 560-8188 
Fax: (604) 560-8198 
Website: http://www.raspulleys.com/ 

Robust Gear Manufacturing Inc. 
768 Westgate Rd Units 3&4 
Oakville, Ontario 
Canada L6L 5N2 
Phone: (905) 827-4282 
Fax: 1-(866) 557-6236 
Website: http://www.robustgear.com/ 
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U.S. Imports of Iron Mechanical Transfer Drive Components, 
2012-2014, January-August 2014 and January-August 2015 

Calendar year January - August 
Country 2012 2013 2014 2014 2015 

Value ($l,OOO) 
China $126,721 $121,692 $137,869 $92,730 $107,908 
Canada $103,496 $114,653 $133,342 $89,682 $78,737 
Subtotal $230,217 $236,345 $271,211 $182,412 $186,645 

All Others $474,621 $415,782 $445,600 $301,437 $296,455 
Total $704,838 $652,127 $716,811 $483,849 $483,100 

Source: USITC Dataweb for HTS items 8483.50.6000, 8483.50.9040, and 8483.90.8080. Comparable quantity data 
are not available. 
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U.S. Imports of Iron Mechanical Transfer Drive Components, 
2012-2014, January-June 2014 and January-June 2015 

Calendar year January - June 

Country 2012 2013 2014 2014 2015 

Value ($1,000) 

China $126J21 $121,692 $137,869 $69,453 $85,122 
Canada $103,496 $114,653 $133,342 $65,923 $59,970 
Subtotal $230,217 $236,345 $271,211 $135,376 $145,092 

All Others $474,621 $415,782 $445,600 $225,858 $226,531 
Total $704,838 $652,127 $716,811 $361,234 $371,623 

Source: USITC Dataweb for HTS items 8483.50.6000, 8483.50.9040, and 8483.90.8080. Comparable quantity data 
are not available. 
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U.S. Importers of Mechanical Transfer Drive Components 

AMEC Industry, Inc. 
1805 E. Francis Street, 
Ontario, CA 91761 
Phone: (909) 923-5080 
Website: http://amecind.com/about.htm 

AMEC Industry, Inc. 
1855 E. Francis Street, 
Ontario, CA 97161 
Phone: (909) 923-5080 
Website: http://amecind.com/about.htm 

B&B Manufacturing 
1712 Genesis Dr. 
La Porte, IN 46350 
Phone: (877) 787-4022 
Fax: (219) 324-2694 
Website: www.bbman.com 

Balder-Dodge 
5711 R.S. Boreham Jr. Street 
Fort Smith, AR 72901 
Contact: Ronald Tucker, President 
Phone: (479) 646-4711 
Fax: (479) 648-5792 
Website: www.baldor.com/brands/baldor-dodge 

Bando American, Inc. 
1149 West Bryn Mawr 
Itasca, IL 60143 
Phone: (630) 773-6600 
Website: http://www.bandousa.com 

Brance-Krachy (Integrated Corrosion) 
4411 Navigation Blvd, Bldg 3 
Houston, TX 77011 
Phone: (713) 225-6661 
Fax: (713) 225-5044 

. Website: http://www.integratedcorrosion.com/ 

Custom Machine & Tool Co., Inc. 
301 Winter Street, Unit I 
Hanover, MA 02339 
Contact: Robert Bennett, President 
Phone: 781-924-1003 
Fax: 781-924-5154 
Website: www.cmtco.com 
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DXP Enterprises, Inc. 
7272 Pinemont, 
Houston, TX 77040 
Phone: (713) 996-4700 
Fax: (713) 996-4701 
Website: http://www.dxpe.com/ 

Distribution NOW 
2000 Highway 19 East, 
Lindsay, OK 73052 
Phone: (405) 756-2080 
Website: http://www.distributionnow.com/ 

FIT Bearings 
47991 Fremont Blvd, 
Fremont, CA 94538 
Phone: (510) 623-1688 
Fax: (510) 226-6104 
Website: http://fitbearings.com/AboutUs.html 

Johnston Supply 
11632 NE Ainsworth Circle, 
Portland, OR 97220 
Phone: (503) 256-3663 
Fax: (503) 256-3798 
Website: https:llwww.johnstonesupply.com 

LEESON Electric Corporation 
1051 Cheyenne Avenue 
Grafton, WI 53024 
Phone: (262) 377-8810 
Website: http://www.leeson.com 

Martin Sprocket & Gear 
3100 Sprocket Dr. 
Arlington, TX 76015 
Contact: Jim Nutzman 
Phone: (817) 258-3000 
Fax: (817) 258-3333 
Website: www.martinsprocket.com 

Maurey Manufacturing Corp. 
410 Industrial Park Rd. 
Holly Springs, MS 38655 
Phone: 800-284-2161 
Fax: 662-252-6364 
Website: www.maurey.com 
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Pooley, Inc. 
207 W. Huron Street, 
Buffalo, NY 14201 
Contact: Dan Siergiej, Power Transmission Specialist 
Phone: (716) 261-2811 
Fax: (585) 349-9292 
Website: http://www.pooieyinc.comlindex.htm I 

Power Drives, Inc. 
133 Hopkins Street, 
Buffalo, NY 14220 
Phone: (716) 822-3600 
Fax: (716) 822-8985 
Website: http://www.powerdrives.com/ 

State Motor & Control Solutions 
1977 Congressional Drive, 
St. Louis, MO 63146 
Phone: (314) 569-2140 
Fax: (314) 569-2488 
Website.' https:llmotorsandcontrol.com/ 

r 

J 
Torque Transmission 
1246 High Street 
Fairport Harbor, OH 44077 
Contact: John Ram.pe, President 
Phone: (440) 352-8995 
Fax: (440) 352-7682 
Website: www.torquetrans.com 

Business Proprietary Information 
Has Been Deleted 
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Imports of MTDC from Canada, by Customs District, 

2012-2014 

Country District 
2012 2013 2014 

In 1,000 Dol/ars 

Detroit, MI 84,228 101,039 121,331 
Great Falls, MT 2,169 1,557 3,069 
Buffalo, NY 3,052 3,592 1,997 
Ogdensburg, NY 7,292 1,702 1,934 
Pembina, ND 2,203 2,842 1,468 
Seattle, WA 2,159 1,090 1,077 
Houston-Galveston, TX 43 400 598 
New Orleans, LA 438 723 478 

Cleveland, OH 685 727 414 

Duluth, MN 2 208 365 
Savannah, GA 160 25 169 
New York, NY 0 7 82 
Laredo, TX 5 31 74 
St. Louis, MO 297 76 54 
Philadelphia, PA 38 0 44 

Canada Nogales, AZ 0 0 28 

Chicago,IL 6 12 27 
Charleston, SC 7 14 26 

Dallas-Fort Worth, TX 14 0 20 

St. Albans, VT 379 84 20 
Anchorage, AK 13 12 19 

Portland, ME 4 0 19 

Los Angeles, CA 9 369 9 
Norfolk, VA 0 0 8 

Charlotte, NC 10 3 7 

Miami, FL 261 17 6 

San FranCiSCO, CA 0 2 2 

Minneapolis, MN 0 0 0 

Tampa, FL 15 0 0 

Milwaukee, WI 0 112 0 
Baltimore, MD 5 8 0 

Source: USITC Dataweb for HTS items 8483.50.6000, 8483.50.9040, and 8483.90.8080. 
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Imports of MTDC from Canada, by Customs District, 

2012-2014 

Country District 
2012 ·2013 2014 

In 1,000 Dollars 
Chicago,lL 55,715 60,749 64,188 
Los Angeles, CA 10,513 8,421 12,689 
Cleveland, OH 9,693 8,467 8,757 
Dallas-Fort Worth, TX 8,318 5,642 7,492 
Charleston, SC 5,334 6,927 6,488 
Savannah, GA 2,046 2,476 6,002 
Seattle, WA 2,640 1,751 5,190 
Houston-Galveston, TX 961 2,301 4,006 
New Orleans, LA 3,725 3,761 3,738 
New York, NY 6,376 2,188 3,442 
Detroit, MI 4,219 4,990 2,761 
Milwaukee, WI 553 1,224 2,688 
Minneapolis, MN 3,075 2,276 2,044 
St. Louis, MO 1,774 2,305 2,036 
Charlotte, NC 1,147 2,271 1,701 
Columbia-Snake, OR 1,673 827 1,091 
San Francisco, CA 1,761 1,812 694 
Baltimore, MD 389 241 410 
Miami, FL 422 353 323 

China 
EI Paso, TX 132 15 275 
Boston, MA 1,052 784 274 
Mobile, AL 178 79 252 
Laredo, TX 1,716 561 233 
Philadelphia, PA 36 207 206 
Norfolk, VA 497 315 201 
Washington, DC 3 28 162 
Ogdensburg, NY 2,386 159 156 
Pembina, ND 9 37 98 
Buffalo, NY 15 132 53 
Anchorage, AK 76 133 43 
Tampa, FL 0 5 34 
Honolulu, HI 0 0 33 
Great Falls, MT 30 172 33 
St. Albans, VT 176 0 26 
San Diego, CA 4 0 24 
San Juan, PR 0 24 17 
Nogales, AZ 60 60 8 
Portland, ME 16 0 0 

Source: USITC Dataweb for HTS items 8483.50.6000, 8483.50.9040, and 8483.90.8080. 
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Table 1. Value of Manufacturers' Shipments for Industry Groups1 
fEstimates are shown In millions of dollars and are based on data from the Manufacturers' Shioments. Inventories and Orders survev.t 

Seasonally Adjusted Not Seasonally Adjusted 
Monthly Percent Change Monthly Year to date 

Industry % Change 
Aug. July June July - June - May- Aug. July June Aug. 20151 
2015P 2015' 2015 Aug. July June 2015P 2015' 2015 2014 2015P 2014 2014 

All manufacturing industries .................. 480,143 483,362 484,363 .IJ.7 .IJ.2 0.6 490,105 472,386 513,644 517,184 3,838,548 3,998,480 4.0 
Excluding transportation ................... 399,577 402,521 405,906 .IJ.7 -0.8 0.4 408,890 402,289 427,305 442,586 3,224,798 3,430,864 -6.0 
Excluding defense .............................. 467,771 470,412 471,504 .IJ.6 -0.2 0.4 477,957 460,917 499,554 505,263 3,744,750 3,906,028 4.1 
With unfilled orders ............................ 173,860 173,814 172,730 0.0 0.6 1.0 175,682 184,588 189,152 174,024 1,368,106 1,330,756 2.8 

Durable goods Industries ......................... 242,677 243,200 240,911 .IJ.2 1.0 0.9 246,383 230,210 262,452 244,369 1,908,853 1,866,212 2.3 

Wood products ....................................... 8,136 8,084 7,916 0.6 2.1 1.8 8,715 8,568 8,842 8,851 65,120 65,495 -0.6 
Nonmetallic mineral products .................... 9,690 9,799 9,642 -1.1 1.6 1.6 10,607 10,544 10,587 10,762 77,441 76,724 0.9 
Primary metals ....................................... 20,448 20,710 21,117 -1.3 -1.9 -1.0 20,992 20,460 22,000 24,449 173,703 186,890 -7.1 

Iron and steel mills ............................ 9,524 9,662 9,817 -1.4 -1.6 -1.7 9,775 9,552 10,151 12,090 80,849 93,625 -13.6 
Aluminum and nonferrous metals ........ '. 9,291 9,440 9,697 -1.6 -2.7 -0.5 9,566 9,354 10,044 10,698 79,775 80,069 -0.4 
Ferrous metal foundries ....................... 1,633 1,608 1,603 1.6 0.3 1.1 1,651 1,554 1,805 1,661 13,079 13,196 .IJ.9 

Fabricated metal products ....................... 29,791 29,822 29,895 .IJ.1 -0.2 0.0 31,094 29,634 31,881 31,799 240,365 239,284 0.5 
Machinery ............................................. 33,795 33,656 33,943 0.4 -0.8 1.5 33,170 32,656 37,041 34,988 267,151 271,161 -1.5 

Farm machinery ................................. 1,843 1,700 1,765 8.4 -3.7 9.0 1,710 1,591 1,754 3,420 14,179 24,502 42.1 
Construction machinery ..................... 3,627 3,647 3,609 .IJ.5 1.1 -1.6 3,251 3,415 3,596 2,801 29,028 21,870 32.7 
Mining, oil field, and 

gas field machinery .......................... 1,588 1,693 1,735 -6.2 -2.4 -2.1 1,583 1,611 1,851 2,775 14,750 22,110 -33.3 
Industrial machinery .......................... 2,897 2,960 3,213 -2.1 -7.9 7.7 2,759 2,824 3,576 2,893 .21,704 23,274 -6.7 
Photographic equipment. ..................... 528 538 549 -1.9 -2.0 . 4.2 518 502 587 571 4,100 4,433 -7.5 
Ventilation, heating, air-conditioning, 

and refrigeration equipment.. .......... 3,944 3,966 3,904 .IJ.6 1.6 0.4 4,Q98 4,423 4,993 4,093 32,113 31,676 1.4 
Metalworking machinery ..................... 3,241 3,234 2,981 0.2 8.5 -0.7 3,259 3,164 3,273 2,497 22,859 20,052 14.0 
Turbines, generators, and other 

power transmission equipment.. ..... 4,049 3,893 4,177 4.0 -6.8 2.0 4,081 3,775 4,341 4,219 32,941 30,474 8.1 
Material handling equipment ............... 2,709 2,692 2,606 0.6 3.3 2.0 2,806 2,663 2,694 2,504 20,196 19,127 5.6 

Computers and electronic products' .......... 29,382 29,177 29,269 0.7 -0.3 -0.2 29,484 27,954 32,998 28,087 226,647 221,586 2.3 
Computers ........................................ 674 710 699 -5.1 1.6 2.3 642 623 978 610 5,251 5,694 -7.8 
Computer storage devices ..................... 462 479 475 -3.5 0.8 3.5 368 286 790 440 3,421 4,550 -24.8 
Other peripheral equlpment. ............... 891 952 994 -6.4 4.2 4.3 708 752 1,463 776 7,280 7,109 2.4 
Nondefense communications 

equipment. ................................... 3,277 3,381 3,410 -3.1 -0.9 2.8 3,231 2,957 4,254 3,180 25,988 25,242 3.0 
Defense communications equlprnent. ... 304 313 283 -2.9 10.6 -8.7 287 293 270 350 2,625 2,959 -11.3 
Audio and video equlpment.. .................. 250 247 249 1.2 .IJ.8 -1.6 245 230 241 312 1,748 2,392 -26.9 
Electronic components ......................... 4,816 4,863 4,786 -1.0 1.6 3.6 5,117 5,067 5,453 4,002 36,542 29,359 24.5 
Nondefense search and navigation 

equipment ...................................... 1,388 1,357 1,351 2.3 0.4 -1.0 1,401 1,198 1,518 1,220 10,376 9,549 8.7 
Defense search and navigation 

equlpment ..................................... 2,780 2,795 2,733 .IJ.5 2.3 1.2 2,808 2,496 2,932 2,726 20,716 20,153 2.8 
Electromedical, measuring, 

and control Instruments ................. 9,582 9,433 9,259 1.6 1.9 0.8 9,153 8,584 10,788 8,534 72,418 68,377 5.9 
Electrical equipment, appliances, 
and components ................................... 10,175 10,378 10,201 -2.0 1.7 -0.9 10,389 10,078 11,139 10,944 82,366 82,931 -0.7 
Electric lighting equlpment. .................... 1,000 1,004 960 .IJ.4 4.6 0.4 1,029 983 964 983 7,529 7,693 -2.1 
Household appliances ........................ 1,600 1,619 1,609 -1.2 0.6 -1.0 1,595 1,552 1,736 1,773 12,934 13,683 -5.5 
Electrical equipment. ........................... 3,108 3,216 3,094 -3.4 3.9 -2.8 3,152 3,080 3,599 3,346 25,656 26,428 -2.9 
Batteries ........................................... 826 840 875 -1.7 4.0 3.3 827 749 891 930 6,433 6,729 4.4 

Transportation equipment. ....................... 80,566 80,841 78,457 .IJ.3 3.0 1.9 81.215 70,097 86,339 74,598 613,750 567,616 8.1 
AutomobiJes ..................................... 8,804 8,935 9,013 -1.5 -0.9 4.0 8,936 7,292 9,787 8,826 69,982 65,479 6.9 
Light trucks and utility vehicles .............. 14,049 14,689 13,399 4.4 9.6 4.0 14,679 11,979 14,470 12,588 104,788 97,042 8.0 
Heavy duty trucks ............................. 3,079 3,203 3,146 -3.9 1.8 1.1 3,102 3,186 3,488 2,821 24,882 20,621 20.7 
Motor vehicle bodies, parts, 

and trallers .................................... 26,860 26,844 25,745 0.1 4.3 1.4 27,674 24,014 27,512 24,507 207,006 187,432 10,4 
Nondefense aircraft and parts ................ 15,372 13,916 14,180 10.5 -1.9 -1.3 14,643 12,110 16,696 12,944 110,205 95,449 15.5 
Defense aircraft and parts .................. 5,069 5,279 5,440 4.0 -3.0 20.5 4,891 4,505 6,144 4,493 36,692 36,561 0.4 
Ships and boats ................................. 2,742 2,844 2,857 -3.6 -0.5 3.7 2,683 2,597 3,131 2,771 21,972 22,735 -3.4 

Furniture and related products .................. 6,412 6,471 6,373 .IJ.9 1.5 1.6 6,695 6,646 6,561 6,520 50,620 47,418 6.8 
Mlscelianeous durable goods ................. 14,282 14,262 14,098 0.1 1.2 0.9 13,822 13,573 15,064 13,371 111,690 107,107 4.3 

Nondurable goods industrles ..................... 237,466 240,162 243,452 -1.1 -1.4 0.4 243,722 242,176 251,192 272,815 1,929,695 2,132,268 -9.5 

Food products ....................................... 65,989 66.025 65,873 .IJ.1 0.2 -0.2 66,565 63,642 65,155 67,948 521,206 527,586 -1.2 
Grain and oilseed milllng ....................... 6,316 8,382 8,270 .IJ.8 1.4 -1.9 8,473 8,016 7,845 8,245 64,270 64,814 -0.8 
Dairy products .................................. 9,919 9,897 9,939 0.2 -0.4 -0.7 10,111 9,881 9,929 11,057 79,045 85,697 -7.8 
Meat, poultry, and seafood products ... 18,800 18,969 16,983 .IJ.9 -0.1 -0.9 19,049 18,684 19,384 20,494 152,996 157,487 -2.9 

Beverage and tobacco products ................ 12,651 12,442 12,490 1.7 .IJ.4 -0.1 13,052 12,650 13,275 12,708 99,594 98,259 1.4 
Beverages ......................................... 8,999 8,950 8,886 0.5 0.7 -0.4 9,400 9,158 9,671 9,248 71,372 71,905 -0.7 
Tobacco ............................................ 3,652 3,492 3,604 4.6 -3.1 0.6 3,652 3,492 3,604 3,460 28,222 26,354 7.1 

Textile mllls ........................................... 2,544 2,559 2,573 -0.6 -0.5 1.7 2,657 2,576 2,727 2,726 20,761 21,302 -2.5 
Textile products ................................... 1,932 1,935 1,902 .IJ.2 1.7 0.5 2,034 1,978 2,055 2,008 15,608 15,379 1.5 
Apparel ................................................ 1,175 1,154 1,127 1.8 2.4 0.2 1,281 1,167 1,070 1,167 8,763 8,261 6.1 
Leather and allied products ...................... 468 463 460 1.1 0.7 -0.6 470 449 483 470 3,720 3,646 2.0 
Paper products ...................................... 16,122 16,075 15,977 0.3 0.6 .IJ.7 16,568 16,404 16,544 16,985 129,024 128,937 0.1 

Pulp, paper, and paperboard mills ....... 7,117 7,096 7,062 0.3 0.5 -0.6 7,358 7,237 7,227 7,307 57,123 56,248 1.6 
Paperboard containers ........................ 5,225 5,200 5,210 0.5 -0.2 .IJ.2 5.402 5,466 5,505 5,920 41,969 43,017 -2.4 

PrinUng ................................................. 7,242 7,350 7,263 -1.5 1.2 1.1 7,277 7,072 7,129 7,049 56,668 54,697 3.6 
Petroleum and coal products .................. 45,813 48,530 52,591 -5.6 -7.7 0.6 49,333 52,312 54,775 75,670 403,296 585,569 -31.1 

Petroleum refineries .......................... 42,188 44,834 49,036 -5.9 -8.6 0.8 45,028 47,991 50,644 70,847 373,508 553,079 -32.5 
Chemical products ..................................... 64,298 64,339 63,855 .IJ.1 0.8 0.8 64,712 84,327 67,271 65,855 515,664 530,592 -2.8 

Pesticides, fertilizers, and other 
agricultural chemlcals ....................... 5,013 4,939 4,693 1.5 5.2 2.8 4,080 4,132 4,999 3,288 41,334 35,894 15.2 

Pharmaceuticals and medicines ............. 16,565 16,534 15,753 0.2 5.0 2.5 16,812 16,670 16,513 14,271 124,206 117,245 5.9 
Paints, coatings, and adheslves .......... 3,362 3,294 3,249 2.1 1.4 -2.0 3,532 3,588 3,593 3,402 27,328 26,810 1.9 

Plastics and rubber products .................. 19,232 19,290 19,341 .IJ.3 -0.3 1.1 19,773 19,599 20,708 20,229 155,391 158,038 -1.7 

P Preliminary rRevised data due to late receipts and concurrent seasonal adjustment. 
1 Estimates of shipments and new orders are for the duration of the period. whUe estimates of unfliled orders and total Inventories are for the end of the period. Not seasonally adjusted 
estimates of shipments and new orders Include adjusted data for non-calendar reporters. Seasonally adjusted estimates Include concurrent adjustments for holiday and tradlng-day differences, 
where appropriate, 8S well as eeeeonet variation, baaed on the results of the latest annual review of the model parameters. Estimates are not adjusted for price changes. 
See note at end of Table 2 relating to survey error and revision. 

lEstlmates and percent Changes of shipments for the semiconductor Industry are included In computers and electronic products, and all other applicable aggregate totals. 
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Table 1. Value of Manufacturers' Shipments for Industry Groups' 

IEstimates are shown in millions of dollars and are based on data from the Manufacturers' ShiDments, Inventories, and Orders Survev.1 
Seasonally Adjusted Not Seasonally Adjusted 

Monthly Percent Change Monthly Year to date 
Industry % Change 

Dec. Nov. Oct. Nov.- Oet- Sep. - Dec. Nov. Oct. Dec. 20141 
2014P 2014' 2014 Dec. Nov. Oct. 2014P 2014' 2014 2013 2014P 2013 2013 

All manufacturing industries ............... '" 488,245 493,522 498,489 -1.1 -1.0 -0.9 480,639 470,631 516,664 480,051 5,969,888 5,835,205 2.3 
Excluding transportation ................... 413,241 421,160 425,414 -1.9 -1.0 -1.2 403,522 401,811 438,374 411,879 5,110,448 5,012,475 2.0 
Excluding defense .............................. 475,656 481,443 486,473 -1.2 -1.0 -1.0 466,690 458,006 505,075 467,097 5,827,259 5,689,041 2.4 
With unfilled orders ............................ 174,536 172,757 174,054 1.0 -0.7 -0.1 177,489 162,746 178,334 163,341 2,043,327 1,934,970 5.6 

Durable goods industries ......................... 247,409 244,212 246,032 1.3 -0.7 -0.1 247,126 229,571 257,170 229,442 2,902,795 2,763,242 5.1 

Wood products ....................................... 8,212 8,141 8,231 0.9 -1.1 -1.0 7,071 7,361 8,776 6,396 97,523 87,389 11.6 
Nonmetallic mineral products ........•........... 9,327 9,120 9,296 2.3 -1.9 -0.3 8,031 8,475 10,469 7,256 108,922 101,488 7.3 
Primary metals ....................................... 27,535 27,370 27,816 0.6 -1.6 -0.2 24,993 24,957 28,757 23,411 324,440 304,234 6.6 

Iron and steel mills ............................ 11,154 11,335 11,552 -1.6 -1.9 -0.2 10,416 10,264 11,792 9,966 133,315 127,456 4.6 
Aluminum and nonferrous metals .......... 14,520 14,241 14,443 2.0 -1.4 -0.1 12,920 13,108 15,102 12,001 169,894 156,521 8.5 
Ferrous metal foundries ....................... 1,861 1,794 1,821 3.7 -1.5 -1.0 1,657 1,585 1,863 1,444 21,231 20,257 4.8 

Fabricated metal products ....................... 30,789 30,356 30,388 1.4 -0.1 -0.4 28,553 28,245 32,176 26,333 359,779 346,794 3.7 
Maehinery ............................................. 36,147 36,519 36,829 -1.0 -0.8 -0.9 37,325 33,490 37,262 36,195 434,668 411,633 5.6 

Farm machinery ................................. 1,193 1,088 1,184 9.7 -8.1 -7.7 978 749 1,030 2,485 18,869 25,466 -25.9 
Construction machinery .........•.......•... 4,323 4,455 4,587 -3.0 -2.9 -1.2 4,432 4,296 5,134 4,440 55,002 54,916 0.2 
Mining, oil field, and 

gas field machinery .......................... 2,155 2,288 2,300 -5.8 -0.5 -0.2 2,455 2,177 2,287 2,631 27,390 26,212 4.5 
Industrial machinery .......................... 5,222 5,556 5,568 -6.0 -0.2 -2.2 6,112 4,939 5,461 4,821 61,971 45,548 36.1 
Photographic equipment. ..................... 732 757 719 -3.3 5.3 -1.6 819 793 764 750 8,589 8,088 6.2 
Ventilation, heating, air-conditioning, 

and refrigeration equipment.. .......... 3,797 3,742 3,759 1.5 -0.5 0.6 3,518 3,255 3,551 3,326 44,531 43,648 2.0 
Metalworking machinery ..................... 3,305 3,422 3,446 -3.4 -0.7 5.5 3,791 3,249 3,645 3,571 38,945 36,729 6.0 
Turbines, generators, and other 

power transmission equipment ....... 4,425 4,203 4,113 5.3 2.2 -5.6 4,228 4,081 4,234 3,666 48,704 47,002 3.6 
Material handling equipment.. ............. 2,955 2,919 3,039 1.2 -3.9 -0.3 3,085 2,696 3,265 3,043 35,685 34,160 4.5 

Computers and electronic products' .......... 28,711 28,750 28,844 -0.1 -0.3 -0.3 31,930 27,781 29,424 31,495 347,262 333,026 4.3 
COmputers ........................................ 331 339 342 -2.4 -0.9 -2.0 431 327 316 624 4,887 6,194 -21.1 
Computer storage devices ..................... 737 780 782 -5.5 -0.3 ·3.0 1,247 620 545 1,806 10,492 12,001 -12.6 
Other peripheral equipment... ............. 798 815 837 -2.1 -2.6 2.1 1,357 679 707 1,449 10,343 9,849 5.0 
Nondefense communications 

equipment .................................... 3,314 3,051 3,246 8.6 -6.0 -4.0 4,189 2,771 2,995 4,141 40,363 42,002 -3.9 
Defense communications equipment ..•. 409 381 390 7.3 -2.3 -3.2 399 397 405 414 4,729 5,163 -8.4 
Audio and video equipment.. .................. 284 320 332 -11.3 -3.6 -7.8 372 450 361 466 4,285 3,384 26.6 
Electronic components ......................... 3,716 3,716 3,726 0.0 -0.3 1.2 3,998 3,628 3,694 3,633 43,486 41,479 4.8 
Nondefense search and navigation 

equipment. ..................................... 1,397 1,427 1,434 -2.1 -0.5 1.7 1,545 1,368 1,368 1,442 16,578 15,682 5.7 
Defense search and navigation 
equipment. .................................... 2,880 3,101 2,977 -7.1 4.2 1.1 3,215 3,340 2,924 3,273 35,125 34,597 1.5 

Electromedical, measuring, 
and controllnstruments ................. 7,245 7,157 6,979 1.2 2.6 -0.4 8,481 6,689 6,479 7,547 82,364 75,221 9.5 

Electrical equipment, appliances, 
and components ................................... 10,636 10,648 10,515 -0.1 1.3 -1.3 10,393 10,268 10,691 9,819 125,182 123,069 1.7 
Electric lighting equlpment ..................... 845 867 871 -2.5 -0.5 -1.8 917 886 911 977 10,477 10,197 2.7 
Household appliances ........................ 1,815 1,828 1,816 -0.7 0.7 -0.6 1,709 1,822 1,863 1,593 21,355 19,941 7.1 
Electrical equipment ............................ 3,376 3,460 3,452 -2.4 0.2 2.2 3,342 3,144 3,340 3,304 40,523 40,156 0.9 
Batteries ........................................... 1,057 1,009 1,030 4.8 -2.0 -8.0 1,131 1,127 1,176 1,107 12,335 11,605 6.3 

Transportation equlpment. ....................... 75,004 72,362 73,075 3.7 -1.0 0.7 77,117 68,820 78,290 68,172 859,440 822,730 4.5 
Automoblles ..................................... 10,330 9,824 9,909 5.2 -0.9 1.4 9,768 9,375 11,636 8,365 115,044 126,132 -8.8 
Light trucks and utility vehicles .............. 13,971 13,311 13,026 5.0 2.2 -0.6 13,220 12,247 14,782 12,162 162,246 154,393 5.1 
Heavy duty trucks ............................. 2,911 2,891 3,035 0.7 -4.7 2.5 2,865 2,649 3,248 2,159 32,503 27,112 19.9 
Motor vehicle bodies, parts, 

and trailers .................................... 22,171 21,761 21,734 1.9 0.1 0.9 19,608 20,407 23,987 17,202 255,008 233,900 9.0 
Nondefense aircraft and parts ................ 12,847 12,528 13,127 2.5 -4.6 -2.1 17,753 12,061 12,619 15,789 151,007 136,356 10.7 
Defense aircraft and parts .................. 4,713 4,502 4,595 4.7 -2.0 1.5 5,475 4,760 4,352 4,794 54,657 56,650 -3.5 
Ships and boats ................................. 2,630 2,490 2,439 5.6 2.1 0.5 2,617 2,462 2,473 2,594 28,792 29,339 -1.9 

Furniture and related products .................. 6,092 5,962 5,948 2.2 0.2 1.4 5,962 5,666 5,974 5,481 69,524 67,204 3.5 
Miscellaneous durable goods ................. 14,956 14,984 15,090 -0.2 -0.7 -0.5 15,751 14,508 15,351 14,884 176,055 165,675 6.3 

Nondurable goods Industries ..................... 240,836 249,310 252,457 ·3.4 -1.2 -1.6 233,513 241,060 259,494 250,609 3,067,093 3,071,963 -0.2 

Food products ....................................... $7,110 66,563 67,111 0.8 -0.8 0.8 67,507 68,241 70,816 63,486 792,487 747,100 6.1 
Grain and oilseed mllllng ....................... 7,755 7,693 7,777 0.8 -1.1 0.0 8,124 8,176 8,697 6,142 93,332 97,098 -3.9 
Dairy products .................................. 9,682 9,838 10,044 ·1.6 -2.1 0.9 9,636 10,094 10,394 8,771 116,663 102,479 13.8 
Meat, poultry, and seafood products ... 20,610 20,357 20,445 1.2 -0.4 -0.2 20,255 20,627 21,012 18,716 241,725 218,698 10.5 

Beverage and tobacco products ................ 12,025 11,947 12,248 0.7 -2.5 1.3 11,728 11,833 12,219 11,265 143,338 143,590 -0.2 
Beverages ......................................... 8,539 8,590 8,704 -0.6 -1.3 -0.7 8,242 8,476 8,675 8,312 103,931 104,313 -0.4 
Tobacco ............................................ 3,486 3,357 3,544 3.8 -5.3 6.7 3,486 3,357 3,544 2,953 39,407 39,277 0.3 

Textile mills ........................................... 2,626 2,627 2,645 0.0 -0.7 -1.0 2,305 2,468 2,742 2,354 32,000 31,651 1.1 
Textile products ................................... 2,151 2,058 2,055 4.5 0.1 0.7 1,912 1,985 2,094 1,890 24,725 24,875 -0.6 
Apparel ................................................ 1,325 1,303 1,271 1.7 2.5 3.2 1,243 1,478 1,518 1,044 14,657 13,442 9.0 
Leather and allied products ...................... 508 517 510 -1.7 1.4 4.7 496 492 532 479 5,969 5,758 3.7 
Paper products ...................................... 14,614 14,496 14,486 0.8 0.1 0.3 14,450 13,835 15,061 13,865 173,607 171,356 1.3 

Pulp, paper, and paperboard mills ....... 6,780 6,757 6,701 0.3 0.8 -0.6 6,803 6,375 6,862 6,607 81,102 80,086 1.3 
Paperboard containers ........................ 4,562 4,519 4,520 1.0 0.0 0.8 4,394 4,293 4,790 4,134 53,593 52,271 2.5 

Printlng ................................................. 6,520 6,534 6,533 -0.2 0.0 -0.1 6,518 6,545 7,000 6,284 77,805 77,667 0.2 
Petroleum and coal products .................. 53,390 62,559 64,262 -14.7 -2.7 -5.9 50,063 59,407 65,112 71,159 822,508 868,363 -5.3 

Petroleum refineries .......................... 49,475 58,713 60,539 -15.7 -3.0 -6.1 47,036 56,126 60,928 68,529 778,534 826,546 ·5.8 
Chemical products ..................................... 61,628 61,836 62,315 -0.3 -0.8 -1.4 59,995 57,373 62,488 61,993 752,701 765,819 -1.7 

Pesticides, fertilizers, and other 
agricultural chemicals ....................... 2,999 2,788 2,763 7.6 0.9 0.2 2,634 2,244 2,144 2,170 33,795 31,906 5.9 

Pharmaceuticals and medicines ............. 13,856 13,884 13,887 -0.2 0.0 -4.0 14,491 13,420 14,485 16,054 174,962 187,052 -6.5 
Paints, coatings, and adheslves .......... 3,175 3,088 3,063 2.8 0.8 -0.6 2,605 2,584 3,154 2,469 37,045 36,676 1.0 

Plastics and rubber products .................. 18,939 18,870 19,021 0.4 -0.8 -0.2 17,296 17,403 19,912 16,790 227,296 222,342 2.2 

P Preliminary r Revised data due to late receipts and concurrent seasonal adjustment. 
1 Estimates of shlpmente and new orders are for the duration of the pertcd, while estimates of unflUed orders and total Inventories are for the end of the period. Not seasonally adjusted 
estimates of shipments and new orders Include adjusted data for non-calendar reporters. Seasonally adjusted estimates Include concurrent adjustments for holiday and tl'\1dlng-day dlfferenees, 
where appropriate, 88 W~II as seasonal variation, based on the reeujts of the latest annual review of the model parameters. Estimates are not adjusted for price changes. 
See note at end of Table 2 relating to survey error and revtslcn. 

:2 Estimates and percent changes of shipments for the semiconductor Industry are no longer shown separately, but are Included In computers and electronic products, and all other applicable 
aggregate totals. 
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Table 1. Value of Manufacturers' Shipments for Industry Groups1 

[Estimates are shown In millions of dollars and are based on data from the Manufacturers' Shloments Inventories and Orders Survev.1 
Seasonally Adjusted Not Seasonally Adjusted 

Monthly Percent Change Monthly Year to date 
Industry % Change 

Dec. Nov. Oct. Nov. - oct.- Sep. - Dec. Nov. Oct. Dec. 20131 
2013" 2013' 2013 Dec. Nov. Oct. 2013" 2013' 2013 2012 2013" 2012 2012 

All manufacturing Industries ........•......... 492,702 493,874 489,734 -0,2 0.8 0.1 479,950 478,027 505,684 466,517 5,835,104 5,733,291 1.8 
Excluding transportation .. ", .............. 424,220 421,422 418,428 0.7 0.7 -0.1 411,582 406,835 430,967 400,553 5,012,178 4,969,333 0.9 
Excluding defense .............................. 481,042 480,710 477,680 0.1 0.6 0.2 467,220 464,574 494,039 452,331 5,689,164 5,586,162 1.8 
With unfilled orders ............................ 162,527 164,271 164,004 -1.1 0.2 0.5 163,083 157,996 166,712 160,210 1,934,712 1,901,358 1.8 

Durable goods industrles ......................... 233,518 237,475 234,238 -1.7 1.4 0.6 229,329 228,548 242,424 221,534 2,763,129 2,671,564 3.4 

Wood products ....................................... 7,446 7,573 7,476 -1.7 1.3 0.5 6,452 7,037 7,935 5,688 87,445 76,049 15.0 
Nonmetallic mineral products .................... 8,461 8,553 8,679 -1.1 -1.5 -0.3 7,220 8,231 9,708 6,856 101,452 96,180 5.5 
Primary metals ....................................... 26,230 26,231 26,232 0.0 0.0 1.2 23,446 24,480 26,637 22,626 304,269 302,427 0.6 

Iron and steel mllls ............................ 10,826 11,069 11,148 -2.2 -0.7 3.6 10,055 10,243 11,060 9,884 127,545 139,075 -8.3 
Aluminum and nonferrous metals ......... , 13,738 13,471 13,372 2.0 0.7 -0.4 11,956 12,687 13,856 11,276 156,476 142,426 9.9 
Ferrous metal foundries ....................... 1,666 1,691 1,712 -1.5 -1.2 -0.4 1,435 1,550 1,721 1,466 20,248 20,926 -3.2 

Fabricated metal products ....................... 28,793 29,109 29,085 -1.1 0.1 0.6 26,326 27,666 30,782 25,751 346,787 342,323 1.3 
Machinery .•••...........••....•.•..................... 35,335 35,285 34,073 0.1 3.6 0.3 35,768 32,883 34,257 34,623 411,206 399,283 3.0 

Farm machinery ................................. 3,138 3,182 1,766 -1.4 80.2 9.0 2,486 2,436 1,549 1,640 25,467 25,101 1.5 
Construction machinery ................ , .... 4,191 4,220 4,368 -0.7 -3.4 3.5 4,421 4,341 4,879 5,382 54,897 54,203 1.3 
Mining, oil field, and 

gas field machinery .......................... 2,292 2,185 2,214 4.9 -1.3 -1.0 2,627 2,045 2,254 2,491 26,208 27,464 -4.6 
Industrial machinery .......................... 3,776 4,030 3,965 -6.3 1.6 0.7 4,505 3,682 3,833 4,459 45,232 40,779 10.9 
Photographic equipment.. .................... 692 668 705 3.6 -5.2 0.7 754 692 750 724 8,Q92 8,216 -1.5 
Ventilation, heating, air-conditioning, 

and refrigeration equipment. ........... 3,583 3,613 3,692 -0.8 -2.1 0.1 3,249 3,231 3,403 3,264 43,571 42,418 2.7 
Metalworking machinery ..................... 3,283 3,168 3,170 3.6 -0.1 0.6 3,618 2,989 3,360 3,032 36,776 33,119 11.0 
Turbines, generators, and other 

power transmission equipment.. ..... 3,876 3,824 3,682 1.4 3.9 -5.4 3,612 3,810 3,731 3,670 46,948 47,801 -1.8 
Material handling equlpment... ............ 2,946 2,907 2,971 1.3 -2.2 0.4 3,020 2,780 3,121 2,763 34,137 31,680 7.8 

Computers and electronic products2 .......... 28.408 28,088 27,436 1.1 2.4 -1.8 31,392 27,548 28,045 31,212 332,923 343,142 -3.0 
Computers ........................................ 474 515 469 -8.0 9.8 -9.8 621 497 430 973 6,191 8,686 -28.7 
Computer storage devices ..................... 1,072 1,010 932 6.1 8.4 -13.7 1,806 809 657 1,622 12,001 11,581 3.6 
Other peripheral equipment... ............. 842 828 815 1.7 1.6 -5.0 1,429 739 686 1,331 9,829 9,644 1.9 
Nondefense communications 

equipment. ................................... 3,311 3,300 3,514 0.3 -6.1 -1.6 4,141 3,199 3,214 4,314 42:002 39,807 5.5 
Defense communications equipment. .. , 428 402 447 6.5 -10.1 1.6 414 430 482 390 5,163 5,723 -9.8 
Audio and video equlpment. ................... 294 294 315 0.0 -6.7 3.6 466 429 366 415 3,384 3,025 11.9 
Electronic components ......................... 3,408 3,482 3,502 -2.1 -0.6 2.8 3,634 3,380 3,497 3,739 41,480 42,472 -2.3 
Nondefense search and navigation 

equipment. ..................................... 1,319 1,378 1,334 -4.3 3.3 1.7 1,452 1,297 1,302 1,455 15,692 16,070 -2.4 
Defense search and navigation 

equipment. .................................... 2,849 2,898 2,859 -1.7 1.4 -1.5 3,214 2,980 2,851 3,447 34,538 36,519 -5.4 
Electromedical, measuring, 

and control insiruments ................. 6,653 6,308 6,236 5.5 1.2 -2.1 7,569 5,994 5,883 6,686 75,243 78,385 -4.0 
Electrical equipment, appliances, 
and components ................................... 10,320 10,361 10,386 -0.4 -0.2 3.2 9,955 10,127 10,578 9,843 123,205 123,293 -0.1 
Electric lighting equipment.. ................... 929 950 914 -2.2 3.9 10.5 978 954 960 843 10,198 10,586 -3.7 
Household appliances ........................ 1,687 1,707 1,690 -1.2 1.0 1.6 1,541 1,741 1,738 1,436 19,889 18,610 6.9 
Electrical equipment ............................ 3,372 3,387 3,410 -0.4 -0.7 1.9 3,324 3,102 3,258 3,305 40,176 40,567 -1.0 
Batteries ........................................... 1,066 951 914 12.1 4.0 -2.4 1,107 1,101 1,085 990 11,605 11,738 -1.1 

Transportation equipment. ....................... 68,482 72,452 71,306 -5.5 1.6 1.6 68,368 71,192 74,717 65,984 822,926 763,958 7.7 
Automobiles ..................................... 9,618 10,920 11,247 -11.9 -2.9 2.4 8,486 10,996 12,195 9,085 126,253 106,976 18.0 
Light trucks and utility vehicles .............. 13,456 14,602 13,576 -7.8 7.6 5.4 12,162 14,011 15,264 10,148 154,393 134,903 14.4 
Heavy duty trucks ............................. 2,224 2,287 2,341 -2.8 -2.3 5.0 2,167 2,189 2,426 2,158 27,120 29,106 -6.8 
Motor vehicle bodies, parts, 

and trailers •.•...•.••....... , .................. 19,993 20,358 20,063 -1.8 1.5 0.5 17,249 19,765 21,827 15,978 233,947 221,169 5.8 
Nondefense aircraft and parts ................ 11,698 11,193 12,200 4.5 -8.3 1.8 15,938 11,106 11,448 15,009 136,505 126,677 7.8 
Defense aircraft and parts .................. 4,164 5,535 4,767 -24.8 16.1 -1.4 4,790 5,668 4,467 6,051 56,646 57,611 -1.7 
Ships and boats ................................. 2,657 2,504 2,445 6.1 2.4 1.6 2,615 2,433 2,479 2,251 29,360 29,307 0.2 

Fumiture and related products .................. 5,787 5,784 5,708 0.1 1.3 0.4 5,581 5,508 5,631 5,277 67,304 64,546 4.3 
Miscellaneous durable goods ................. 14,256 14,039 13,857 1.5 1.3 -1.4 14,821 13,876 14,134 13,694 165,612 160,363 3.3 

Nondurable goods industries ..................... 259,184 256,399 255,496 1.1 0.4 -0.3 250,621 249,479 263,260 244,983 3,071,975 3,061,727 0.3 

Food products ....................................... 63,190 62,777 62,455 0.7 0.5 0.1 63,568 65,027 66,285 62,054 747,182 727,689 2.7 
Grain and oilseed milling ....................... 7,971 7,972 7,840 0.0 1.7 0.8 8,150 8,594 8,904 8.61~ 97,1Q6 98,470 -1.4 
Dairy products .................................. 8,571 8,500 8,380 0.8 1.4 -1.7 8,646 8,898 8,751 8,g45 102,354 101,645 0.7 
Meat, poultry, and seafood products ... 18,990 18,848 18,935 0.8 -0.5 1.1 18,795 19,234 19,497 17,730 218,777 212,487 3.0 

8everage and tobacco products ................ 11,814 12,040 12,391 -1.9 -2.8 0.7 11,631 12,010 12,295 11,237 143,956 141,868 1.5 
Beverages •..•.••.•..........•..•......•.•....••.•. 8,795 8,752 8,820 0.5 -0.8 -3.1 8,612 8,722 8,724 8,576 104,613 103,052 1.5 
Tobacco ............................................ 3,019 3,288 3,571 -8.2 -7.9 11.3 3,019 3,288 3,571 2,661 39,343 38,816 1.4 

Textile mills ........................................... 2,737 2,676 2,708 2.3 -1.2 0.7 2,373 2,550 2,765 2,227 31,670 30,857 2.6 
Textile products ................................... 2,200 2,163 2,132 1.7 1.5 0.9 1,911 2,092 2,144 1,689 24,896 23,187 7.4 
Apparel ................................................ 1,142 1,130 1,135 1.1 -0.4 -0.7 1,066 1,281 1,339 996 13,464 13,168 2.2 
Leather and allied products ...................... 499 491 486 1.6 1.0 4.7 481 458 498 454 5,760 5,676 1.5 
Paper products ...................................... 14,241 14,189 14,313 0.4 -0.9 -0.4 13,876 13,829 14,860 13,864 171,367 174,410 -1.7 

Pulp, paper, and paperboard mills ....... 6,620 6,575 6,598 0.7 -0.3 -1.7 6,563 6,338 6,823 6,614 80,042 81,375 -1.6 
Paperboard containers ........................ 4,424 4,410 4,411 0.3 0.0 -0.2 4,190 4,262 4,636 3,978 52,327 51,464 1.7 

Printing ................................................. 6,306 6,309 6,368 0.0 -0.9 0.8 6,271 6,435 6,850 6,512 77,654 80,688 -3.8 
Petroleum and coal products .................. 73,772 71,819 70,593 2.7 1.7 -1.8 70,808 68,019 71,920 69,961 868,012 881,405 -1.5 

Petroleum refineries .......................... 70,371 68,376 67,150 2.9 1.8 -1.7 68,182 64,966 68,031 67,302 826,199 837,918 -1.4 
Chemical products ..................................... 64,466 63,930 63,978 0.8 -0.1 0.4 61,730 60,007 64,697 59,936 765,556 767,316 -0.2 

Pesttcides, fertilizers, and other 
agricultural chemicals ....................... 2,499 2,532 2,538 -1.3 -0.2 -2.6 2,065 2,263 2,023 2,577 31,801 36,983 -14.0 

Pharmaceuticals and medicines .•.......••.. 15,885 15,763 15,796 0.8 -0.2 -1.4 16,148 15,373 16,783 14,885 187,136 185,502 0.9 
Paints, coalings, and adheslves .......... 3,110 3,142 3,116 -1.0 0.8 2.6 2,468 2,686 3,179 2,334 36,675 35,824 2.4 

Plaslles and rubber products .................. 18,817 18,875 18,937 -0.3 -0.3 1.0 16,906 17,771 19,607 16.os3 222,458 215,463 3.2 

P Preliminary fRevlsed data due to late receipts and concurrent eeaeenat adjustment. 
1 Estimates of shipments and new orders are for the duration of the period, while estimates of unfilled orders and totallnventorloa are for the end of the period. Not seasonally adjusted 
estimates of shipments and new orders Include adjusted data for non-calendar reporters. Seasonally adjusted estimates Include concurrent adjustments for holiday and tradlng-day differences, 
where appropriate, as well as seescnat variation, based on the results of the latest annual review of the model parameters. Estimates are not adjusted for price changes. 
See note at end of Table 2 relating to survey error and revision. 

2 Estimates and percent changes of shipments for the eemlconductor Industry are no longer shown separately, but are Included In computers and electronic products, and all other applicable 
aggregate totals. 
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I.  THE DEPARTMENT SHOULD IMPOSE COUNTERVAILING DUTIES ON 
CERTAIN IRON MECHANICAL TRANSFER DRIVE COMPONENTS F ROM 
CHINA 

Pursuant to 19 U.S.C. § 1671(a)(1) and (2), the Department of Commerce (“the 

Department”) is required to impose a countervailing duty (“CVD”) on imported merchandise 

from a “Subsidies Agreement” country, where (1) producers/exporters of that merchandise 

benefit from countervailable subsidies, and (2) the imported merchandise materially injures or 

threatens to injure an industry in the United States.  As a member of the World Trade 

Organization (“WTO”), the People’s Republic of China (“China”) is a “Subsidies Agreement” 

country under 19 U.S.C. § 1677(8)(A).  Petitioner hereby alleges that the Government of China 

(“GOC”) maintains a complex system of economic programs and policies that have conferred, 

and continue to confer, massive countervailable subsidies on Chinese producers of certain iron 

mechanical transfer drive components (“IMTDC”), which are materially injuring the U.S. 

IMTDC industry.  

Petitioner notes at the outset that the U.S. CVD laws apply to China. Indeed, the 

Department has unambiguously stated that it has “legal authority to apply the CVD law to China.  

Congress granted the Department the general authority to conduct CVD investigations … In 

none of these provisions is the granting of this authority limited only to market economies.”1  

                                                
1  Issues and Decision Memorandum accompanying Coated Free Sheet Paper from the People’s Republic of 
China, 72 Fed. Reg. 60,645 (Dep’t Commerce Oct. 25, 2007) (final affirm. countervailing duty determ.) at 19-20 
(“Coated Free Sheet from China I&D Memo”). See Circular Welded Carbon Quality Steel Pipe from the People’s 
Republic of China, 72 Fed. Reg. 63,875, 63,880 (Dep’t Commerce Nov. 13, 2007) (prelim. affirm. countervailing 
duty determ.; prelim. affirm. determ. of critical circumstances; and alignment of final countervailing duty determ. 
with final antidumping duty determ.) (“{W}e… do not agree with the GOC that we are precluded from investigating 
subsidies…”); see also Issues and Decision Memorandum accompanying Wire Decking from the People’s Republic 
of China, 75 Fed. Reg. 32,902 (Dep’t Commerce June 10, 2010) (final affirm. countervailing duty determ.) at 38-43 
(“Wire Decking from China I&D Memo”); Issues and Decision Memorandum accompanying Certain Oil Country 
Tubular Goods from the People’s Republic of China, 74 Fed. Reg. 64,045 (Dep’t Commerce Dec. 7, 2009) (final 
affirm. countervailing duty determ., final negative critical circumstances determ.) at cmt. 1 (“OCTG from China 
I&D Memo”). 
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Accordingly, Petitioner requests that the Department apply U.S. CVD laws to the policies and 

programs outlined in this petition. 

II.  NAMES AND ADDRESSES OF CHINESE IMTDC PRODUCERS BENEFITING 
FROM SUBSIDY PROGRAMS 

At Exhibit I-11 , Petitioner has identified the names and addresses of IMTDC producers 

or exporters in China believed to have benefited from countervailable subsidies and whose 

products are believed to have been exported to the United States.   

III.  PRODUCT AND INDUSTRY BACKGROUND 

A. The Product 

 As described further in Volume I of this Petition,2 the products covered by these 

investigations are iron mechanical transfer drive components that transmit power within 

machinery.  Examples of the types of machines with IMTDC include conveyers and other 

material handling equipment.  The covered IMTDC are manufactured of iron, inclusive of white 

iron, grey iron, and ductile iron, and consist of items commonly identified as sheaves, pulleys, 

synchronous sheaves, and bushings.   

B. Chinese Economic Policies Translate into Subsidies at the Local, National, 
and Provincial Level That Confer Benefit to Chinese IMTDC Producers 

China maintains extensive industrial policies aimed at furthering China’s economic 

growth and development. These industrial policies culminate in subsidy programs that affect 

every aspect of the Chinese economy, including the production and export of IMTDC.  

As an initial matter, subject IMTDC production benefits by reason of industrial policies 

aimed at iron, and the production and export of iron-consuming products. Indeed, over the past 

                                                
2  See Volume I of this Petition. 
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three decades, China’s iron industry has expanded significantly. As is the case with steel,3 

China’s support for its iron and iron-consuming industries is significant and pervasive. This 

support is manifested through industrial policies that call for state control and direction over iron 

production, for increasing the quality and variety of iron products produced in China, and 

encouraging iron-consuming industries.4 In fact, China’s 2005 “Steel and Iron Industry 

Development Policy” calls for supporting the needs of downstream consumers of iron as well as 

increasing the development of China’s machinery manufacturing industries.5 Likewise, the GOC 

has issued “decisions” that call for all levels of government to provide benefits not only to iron 

producers, but also to producers of downstream goods.6 Similarly, the GOC has issued 

“catalogues” that list the industries that are to be treated favorably with respect to government 

investment decisions and projects at all levels.  These “catalogues” specifically cover 

manufacturing that consumes iron.7   

                                                
3  See, e.g., Issues and Decision Memorandum accompanying Boltless Steel Shelving Units Prepackaged for 
Sale from the People’s Republic of China, 80 Fed. Reg. 51,775 (Dep’t Commerce Aug 26, 2015) (final affirm. 
countervailing duty determ.) (“Boltless Shelving from China I&D Memo”); Issues and Decision Memorandum 
accompanying Carbon and Certain Alloy Steel Wire Rod from the People’s  Republic of China, 79 Fed. Reg. 68,858 
(Dep’t Commerce Nov. 19, 2014) (final affirm. countervailing duty determ. and final affirm. critical circumstances 
determ.) (“Wire Rod from China I&D Memo”); Issues and Decision Memorandum accompanying Grain-Oriented 
Electrical Steel, 79 Fed. Reg. 59,221 (Dep’t Commerce Oct. 1, 2014) (final affirm. countervailing duty determ.). 
4  See, e.g., GOC’s Tenth Five Year Plan for National Economic and Social Development, attached at 
Exhibit IV-1  (calling for continued state control over strategic enterprises); U.S. Trade Representative, National 
Trade Estimate (2013) at 92, excerpts attached at Exhibit IV-2  (noting that China’s State-Owned Assets 
Supervision and Administration Commission (“SASAC”) has identified the iron and steel industry as a “pillar” and 
“backbone” industry). 
5  See Government of the People’s Republic of China, NDRC, Policies for Development of Iron & Steel 
Industry (July 8, 2005) attached at Exhibit IV-3 (calling for the iron and steel industry to be developed to satisfy 
“the development requirements of most industries in the national economy such as . . . machinery . . .”). 
6  See Decision of the State Council on Promulgating and Implementing the “Temporary Provisions on 
Promoting Industrial Structure Adjustment,” No. 40 (2005), attached at Exhibit IV-4 . 
7  See Directory Catalogue on Readjustment of Industrial Structure (Version 2005), China Trade in Services, 
attached at Exhibit IV-5 ; Catalogue for the Guidance of Foreign Investment Industries (Amended 2011), Ministry 
of Commerce of the People’s Republic of China, attached at Exhibit IV-6 . 
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Nor is the support that benefits IMTDC production and export limited to the GOC’s own 

efforts. Rather, through its industrial policies, the GOC directs provincial and local governments 

to support encouraged industries, including those that produce and consume iron.8 As such, 

provincial five year plans, such as that of Henan Province, where many of the producers 

identified in Exhibit I-11  are located, call for supporting the production of iron, and the 

industrial manufacturing of iron-using products.9  

This support for the production and export of iron-consuming goods, including IMTDC, 

manifests itself in a complex and overlapping web of countervailable subsidy programs. These 

include direct grants, policy lending, specialized tax breaks, export support, and the provision of 

inputs at less than adequate remuneration, as detailed further herein. Moreover, pervasive 

government ownership and/or control over iron producers provides all levels of government in 

China with additional leverage to enable the provision of subsidies to iron-consuming 

manufacturers, such as IMTDC producers, and exporters of such product.  

China’s ability to significantly increase its exports of IMTDC is based on its position as 

the world’s largest producer of iron. China has reached this position through government 

ownership, planned government intervention, and massive subsidies. The effects of this control 

over the iron industry are not limited to iron-producing companies; it also results in pervasive 

                                                
8  For example, China’s Tenth Five Year Plan for the Metallurgical Industry divided China into five distinct 
metallurgical regions, designating a core steel enterprise for each, and calling on provincial and local governments 
to “study” tax changes that would advantage metallurgical products. See Tenth Five-Year Plan for the Metallurgical 
Industry at Articles 3.3.1 and 5.4, attached at Exhibit IV-7 . Likewise, the Twelfth Five Year plan calls for central, 
provincial and local entities to coordinate with respect to support of the iron and iron-consuming industries, with 
specific mention of coordination on fiscal policy, taxation policy, finance policy, trade policy, land policy, energy 
saving policy, and environmental protection policy. See Twelfth Five Year Plan (2011-2015) at 1-8, attached at 
Exhibit IV-8 . 
9  Henan Province Iron and Steel Industry Adjustment Revitalization Plan, Henan Provincial People’s 
Government, Yu Zheng No. 71 (Sept. 5, 2009), attached at Exhibit IV-9 . 
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subsidization and influence, at all levels of government, over downstream iron product 

manufacturing, inclusive of the manufacturing and export of IMTDC.    

IV.  EFFORTS TO OBTAIN INFORMATION 

Petitioner has conducted extensive research to document the subsidies that the GOC and 

Chinese provincial and local authorities provide to the IMTDC industry in China. This research 

has included a review of the following sources: the financial statements of Chinese IMTDC 

producers, where available; company websites; market and industry research; news sources; 

WTO, U.S. government, and Chinese government reports; and recent Department CVD 

investigations with respect to China.   

Much of the information that would allow Petitioner to determine with certainty the type 

and amount of subsidies received by each of China’s IMTDC producers, however, is difficult or 

impossible to obtain.  The United States Trade Representative (“USTR”) noted in its 2013 

National Trade Estimate Report that:  

A general lack of transparency makes it difficult to identify and quantify possible 
. . . subsidies provided by the Chinese government.  China’s subsidy programs are 
often the result of internal administrative measures and are not publicized.10   

 
In addition to this documented lack of transparency, the GOC has not been forthcoming in 

disclosing the nature and extent of the government subsidies it provides, despite its obligations to 

do so under the WTO Agreement on Subsidies and Countervailing Measures.  In fact, China 

failed to make any of the subsidy notifications required of it as a WTO member until April 2006, 

and has only made a single notification since then (in October of 2011), despite repeated requests 

for notification by the United States and other WTO Member countries.  Moreover, both the 

                                                
10  U.S. Trade Representative, National Trade Estimate (2013) at 79, excerpts attached at Exhibit IV-2 ; see 
WTO, Committee on Subsidies and Countervailing Measures: Request from the United States to China Pursuant to 
Article 25.10 of the Agreement, G/SCM/Q2/CHN/53 (Oct. 19, 2015), attached at Exhibit IV-10 (identifying 
approximately 60 specific subsidies for which China failed to submit subsidy notifications). 
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April 2006 and October 2011 subsidies notifications were deficient in numerous respects.  For 

instance, the notification failed to include a discussion of major subsidy programs provided by 

the government, including grants, policy lending by state-owned banks, and provision of goods 

at less than adequate remuneration.   China also failed to report subsidies provided by any level 

of government below the central government.11  As a result, the United States has repeatedly 

requested that China timely supply its notifications.12  

 Because of China’s failure to comply with its WTO requirements and other difficulties 

inherent in documenting subsidization, Petitioner concurs with the Department that “there are 

typically no independent sources for data on company-specific benefits resulting from 

countervailable subsidy programs.”13  The most accurate and thorough manner in which the type 

and amount of subsidies may be determined is through administrative investigation and through 

the issuance of preliminary and final administrative determinations.14   

 Despite these difficulties in obtaining information, Petitioner investigated and is 

providing information demonstrating that the GOC and provincial/local government have 

granted, and continue to grant, massive amounts of financial assistance to China’s IMTDC 

producers – assistance which constitutes countervailable subsidies under Section 771 of the 

Tariff Act of 1930 (the “Act”). 

                                                
11  See, e.g., WTO, Committee on Subsidies and Countervailing Measures: Questions Posed by the United 
States Regarding the New and Full Notification of China, G/SCM/Q2/CHN/43 (July 23, 2012), attached at Exhibit 
IV-11; WTO, Committee on Subsidies and Countervailing Measures: Questions from the United States Regarding 
the New and Full Notification of China, G/SCM/Q2/CHN/19 (July 26, 2006), attached at Exhibit IV-12 .  
12  See, e.g., WTO, Committee on Subsidies and Countervailing Measures: Request from the United States to 
China Pursuant to Article 25.10 of the Agreement, G/SCM/Q2/CHN/51 (Oct. 21, 2014), attached at Exhibit IV-13 ;  
WTO, Committee on Subsidies and Countervailing Measures - Subsidies – Request from the United States to China 
Pursuant to Article 25.10 of the Agreement, G/SCM/Q2/CHN/42 (Oct. 11, 2011), attached at Exhibit IV-14 . 
13  Prestressed Concrete Steel Wire Strand from India, 68 Fed. Reg. 40,629, 40,632 (Dep’ t Commerce July 8, 
2003) (notice of prelim. affirm. countervailing duty determ.).  
14  See id. 
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V. THE DATE FROM WHICH THE DEPARTMENT SHOULD MEASURE 
SUBSIDIES 

 For non-recurring subsidies, the Department should measure subsidies based on a 14-year 

allocation period in accordance with the guidelines of the Internal Revenue Service (“IRS”) for 

depreciating business or income-producing property placed into service after 1986.15 In 

particular, the IRS assigns an average useful life (“AUL”) of 14 years to assets that fall within 

the scope of the manufacture of foundry products.16   This classification would appear to include 

IMTDC. Assuming that the period of investigation (“POI”) is calendar year 2014, Consistent 

with 19 C.F.R. § 351.524(b), Petitioner respectfully requests that the Department investigate any 

allocable, non-recurring subsidies granted between 2000 and 2014, and any outstanding loans or 

recurring subsidies provided during the presumptive POI. 

VI. SUBSIDY PROGRAMS 

 The GOC grants extensive subsidies to its producers of IMTDC, including the following: 

cash grants; discounted inputs such as pig iron, ferrous scrap, land, water, and electricity; 

preferential loans and directed credit; special tax rebates and forgiveness for unpaid taxes; and 

VAT and tariff exemptions.  Publicly available evidence indicates that these programs constitute 

countervailable subsidies under Section 771 of the Act because they are financial contributions, 

provide a benefit to IMTDC producers, and are specific.  Indeed, in its recent investigations 

involving China, including Wire Rod from China, Boltless Steel Shelves, Drawn Stainless Steel 

Sinks, Utility Scale Wind Towers, Crystalline Silicon Photovoltaic Cells, High Pressure Steel 

                                                
15  See How to Depreciate Property, Dep’t Treasury, Internal Revenue Service, Pub. 946 (2014) at 8, excerpts 
attached at Exhibit IV-15 .  
16  Id. at 104. 
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Cylinders, and Aluminum Extrusions,17 the Department has investigated many of these subsidy 

programs and found them to be countervailable.  

 Provided below is a description of the various countervailable subsidies available to 

Chinese IMTDC producers. 

A. Preferential Loans and Interest Rates 

1. Policy Loans to the IMTDC Industry  

a. The GOC Provides Policy Loans to the IMTDC Industry 

 The GOC directly subsidizes its IMTDC industry through policy loans made pursuant to 

China’s numerous central and provincial government policies to develop and modernize the 

Chinese iron industry and the use of iron in manufacturing.  According to Shuoguo Chang, 

Deputy President of China Development Bank, Guangdong Branch, “{a}s China’s largest 

foreign investment and financing bank, China Development Bank has been implementing 

national development strategy and providing strong support to strategic plans and social 

development of the nation.”18 

 The provision of preferential financing is possible because China’s banking system is 

dominated by state policy banks and state-owned commercial banks (“SOCBs”).  Traditionally, 

                                                
17  See, e.g., Wire Rod from China I&D Memo; Boltless Shelving from China I&D Memo; Issues and 
Decision Memorandum accompanying Drawn Stainless Steel Sinks from the People’s Republic of China, 78 Fed. 
Reg. 13,017 (Dep’t Commerce Feb. 26, 2013) (final affirm. countervailing duty determ.) (“Stainless Steel Sinks 
from China I&D Memo”); Issues and Decision Memorandum accompanying Utility Scale Wind Towers from the 
People’s Republic of China, 77 Fed. Reg. 75,992 (Dep’t Commerce Dec. 26, 2012) (final affirm. countervailing duty 
determ.) (“Wind Towers from China I&D Memo”); Issues and Decision Memorandum accompanying Crystalline 
Silicon Photovoltaic Cells, Whether or Not Assembled Into Modules, from the People’s Republic of China, 77 Fed. 
Reg. 63,788 (Dep’t Commerce Oct. 17, 2012) (final affirm. countervailing duty determ. and final affirm. critical 
circumstances determ.) (“CSPV from China I&D Memo”); Issues and Decision Memorandum accompanying High 
Pressure Cylinders from the People’s Republic of China, 77 Fed. Reg. 26,738 (Dep’t Commerce May 7, 2012) (final 
affirm. countervailing duty determ.) (“Steel Cylinders I&D Memo”); Issues and Decision Memorandum 
accompanying Aluminum Extrusions from the People’s Republic of China, 76 Fed. Reg. 18,521 (Dep’t Commerce 
Apr. 4, 2011) (final affirm. countervailing duty determ.) (“Aluminum Extrusions from China I&D Memo”). 
18  Mark Osborne, JinkoSolar secures US$1 billion, five-year finance deal from China Development Bank, 
PVTECH (Dec. 7, 2012), attached at Exhibit IV-16 . 
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these banks have made loans based on political directives from the central or provincial 

governments, rather than creditworthiness or other market-based factors.19  Indeed, the GOC’s 

Commercial Banking Law explicitly requires that banks in China provide loans in accordance 

with “the guidance of the industrial policies of the state.”20  These “policy loans” have generally 

gone to state-owned enterprises (“SOEs”) and to industries favored by the government, which 

include iron-consuming industries, on preferential, non-commercial terms.21 

 Chinese provincial and local governments have also established policies, in line with the 

central government’s goal of promoting the iron industry, which provide for preferential lending 

and policy loans to iron-consuming industries.  For example, the Henan Province Iron & Steel 

Industry Adjustment Revitalization Plan encourages the development of iron-consuming 

“equipment industry{ies}” to promote the consumption of iron products.22 In conjunction with 

expanding and supporting the iron industry, the Henan Plan calls for “strengthen{ing} loan 

support to key enterprises and advantaged products.”23 Likewise, the Shandong Province Iron 

and Steel Industry Adjustment Revitalization Plan calls for the provincial and all local 

governments to support strategic alliances between iron producers and downstream product 

                                                
19  See Junheng Li, China’s So-Called ‘Commercial’ Banks Are Anything But, Forbes (June 28, 2012), 
attached at Exhibit IV-17 (“The country’s so-called ‘commercial’ banks are by no means commercial at all–they 
lend at the behest of the state and local governments, and doing so effectively gives them control over the 
economy’s capital allocation and pricing. . . Banks immediately poured money into . . . capital intensive industries, 
like automakers and steel mills, {which} expanded production capacity beyond their respective industry’s expected 
demand for years to come”); see also Huge Debts Send China’s Steel Industry to Verge of Bankruptcy, China Times 
(Aug. 27, 2013), attached at Exhibit IV-18 (“Eighty six of China’s major medium-and-large steel enterprises 
incurred more than 3 trillion Yuan (US$486.4 billion) in total liabilities as of June {2013}”). 
20  Law of the People’s Republic of China on Commercial Banks (Dec. 27, 2003) at Art. 34, attached at 
Exhibit IV-19 . 
21  See, e.g., Certain Steel Wheels From the People’s Republic of China, 76 Fed. Reg. 55,012, 55,019-21 
(Dep’t Commerce Sept. 6, 2011) (prelim. affirm. countervailing duty determ. and alignment of final countervailing 
duty determ. with final antidumping duty determ.). 
22  Henan Province Iron and Steel Industry Adjustment Revitalization Plan, Henan Provincial People’s 
Government, Yu Zheng No. 71 (Sept. 5, 2009), attached at Exhibit IV-9 . 
23  Id. 
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manufacturers and to increase their use of iron manufactured in the province.24 It further calls for 

all levels of government to “expand financing channels” by “increase{ing} support for lending to 

priority enterprises and priority product.”25   

 While Petitioner has been unable to locate publicly available information identifying 

IMTDC producers that have received benefits through preferential lending and policy loans, 

given that a number of IMTDC producers are located in provinces that provide preferential 

lending and policy loans, including Henan Zhiyuan Machinery Sprocket Co., Ltd., Qingdao 

Dazheng Jin Hao International Trade Co., and Yantai Henry Hardware Co., Ltd., they likely 

received subsidies under this program during the POI.  Consequently, the Department should 

investigate this program.     

b. The GOC’s Provision of Policy Loans to the IMTDC Industry 
Constitute Countervailable Subsidies 

i. Financial Contribution 

 Policy loans constitute a financial contribution in the form of a direct transfer of funds by 

the Chinese government within the meaning of Section 771(5)(D)(i) of the Act.  It is the 

Department’s policy to consider loans provided by government policy banks or SOCBs as direct 

loans from the government, and thus direct financial contributions under the Act.26 

ii. Benefit 

 These loans are administered on preferential, non-commercial terms, which confers a 

benefit to the recipients within the meaning of Section 771(5)(E)(ii) of the Act that is equal to the 

                                                
24  Shandong Province Iron and Steel Industry Adjustment Revitalization Plan, Shandong Provincial People’s 
Government, Lu Zheng Fa No. 45 (Apr. 21, 2009), attached at Exhibit IV-20 . 
25  Id.  
26  See Issues and Decision Memorandum accompanying Oil Country Tubular Goods from the People’s 
Republic of China, 78 Fed. Reg. 49,475 (Dep’t Commerce Aug. 14, 2013) (final results of countervailing duty 
admin. rev.; 2011) at 18; Coated Free Sheet from China I&D Memo at 49, 54. 
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difference between what the recipient paid on the loan and the amount that would have been paid 

on a comparable commercial loan.  In addition, pursuant to China’s Accession Protocol, the 

Department may “use methodologies for identifying and measuring the subsidy benefit which 

take into account the possibility that prevailing terms and conditions in China may not always be 

available as appropriate benchmarks.”27  Indeed, as the Department has found, because the 

Chinese government’s “intervention in the banking sector creates significant distortions, even 

restricting and influencing private and foreign banks within {China}… it is appropriate to use an 

external benchmark” to calculate the comparable commercial loan.28 

iii.  Specificity 

 The Chinese government’s preferential lending/policy loans are granted on a specific 

basis for purposes of Section 771(5A)(D) of the Act.  China’s state-owned banks have generally 

directed policy loans to industries favored by the government, including industries such as the 

IMTDC industry.  Policy loans to Chinese IMTDC producers are specific in law because the 

Chinese central and provincial government has policies in place to encourage and support the 

growth of the iron industry, which encourage the provision of preferential funding to iron-

consuming industries, including the IMTDC industry.  In addition, as explained in China’s WTO 

Accession Protocol, loans from Chinese policy banks are by nature discretionary, and therefore 

specific.29 

                                                
27  See WTO, Accession of the People’s Republic of China, WT/L/432 (Nov. 23, 2001), ¶I15(b) (“China’s 
WTO Accession Protocol”), attached at Exhibit IV-21 . 
28  Coated Free Sheet from China I&D Memo at 5-6. 
29 See China’s WTO Accession Protocol at Annex 5A ¶IX, attached at Exhibit IV-21 . 
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2. Treasury Bond Loans or Grants 

a. The GOC Provides Treasury Bond Loans or Grants to the 
IMTDC Industry 

 The GOC makes an annual announcement that certain projects will receive financial 

support through Treasury bond proceeds. In Pre-Stressed Concrete Steel Wire Strand, the 

Department preliminarily found this program, also referred to as the Resource Saving and 

Environmental Protection Program, to have conferred a countervailable subsidy.30  Although 

Petitioner has been unable to locate any publicly available financial statements for any IMTDC 

producers regarding their receipt of benefits under this program, given that the iron-consuming 

industries are favored under Chinese economic policy and that other favored industries, such as 

the steel industry, have previously received benefits under this program,31 Petitioner reasonably 

believes that one or more IMTDC producers received benefits under this program during the 

POI.  Accordingly, the Department should investigate this program. 

a. The GOC’s Provision of Treasury Bond Loans or Grants to 
the IMTDC Industry Constitute Countervailable Subsidies  

i. Financial Contribution 

 Loans or grants under this program constitute a financial contribution under Section 771 

(5)(D)(i) of the Act.  

ii. Benefit 

 Loans provide a benefit to the extent that they are provided on terms better than those 

available from market sources, and grants provide a benefit in the amount of the grant.  

                                                
30  Pre-Stressed Concrete Steel Wire Strand from the People’s Republic of China, 74 Fed. Reg. 56,576, 56,590 
(Dep’t Commerce Nov. 2, 2009) (prelim. affirm. countervailing duty determ.). The Department, however, found that 
the program had not provided benefits above 0.005 percent ad valorem in that particular case.  
31  See id. 
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iii.  Specificity 

 The program is de jure specific under Section 771(5A)(D)(i) of the Act, because the 

central government designates projects and enterprises that will benefit from this program, and 

de facto specific under Section 771(5A)(D)(iii)(IV) to the extent that GOC officials exercise 

discretion in selecting beneficiaries. 

3. Preferential Loans for Key Projects and Technologies 

a. The GOC Provides Preferential Loans for Key Projects and 
Technologies to the IMTDC Industry 

The Department has previously investigated the GOC’s provision of preferential loans for 

the development and improvement of key projects and technologies.  Information reasonably 

available to Petitioner indicates that the GOC has also provided the Chinese IMTDC industry 

with significant subsidies in the form of such preferential loans.  Specifically, in 2006, the GOC 

issued the S&T Development Plan (2006-2007),32 which calls for increasing innovation and 

invention through “fiscal incentives, soft loan facilities including interest discounts and 

preferential loan provision, governmental investment measures, schemes for the promotion of 

‘re-innovation’ by assimilation of foreign technology … {and} the definition and 

implementation of Chinese industry- and product-standards.”33 The guidelines for 

implementation of the S&T Development Plan, which are issued by the GOC’s Banking 

Regulatory Commission, direct China’s state-owned policy banks to provide preferential loans to 

                                                
32  European Confederation of Iron and Steel Industries, The State-Business Nexus in China’s Steel Industry – 
Chinese Market Distortions in Domestic and International Perspective (Jan. 2009) at 67, attached at Exhibit IV-22 . 
33  Id. 
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“high-tech industrialization projects, projects on digestion and absorption of brought-in 

technologies, hi-tech export projects, and so on.”34 

A number of IMTDC producers appear to be eligible for benefits under this program.  

Specifically, Ningbo Blue Machines Co., Ltd. is located in a Hi-Tech Zone and Ningbo Fulong 

Synchronous Belt Co. Ltd. has been designated as a “hi-tech enterprise.”35  Accordingly, it is 

likely that one or more IMTDC producers received benefits under this program, which should be 

investigated. 

b. The GOC’s Provision of Preferential Loans for Key Projects 
and Technologies to the IMTDC Industry 

i. Financial Contribution 

 Loans or grants under this program constitute a financial contribution under Section 771 

(5)(D)(i) of the Act.  

ii. Benefit 

 Loans provide a benefit under Section 771(5)(E)(ii) of the Act to the extent that they are 

provided on terms better than those available from market sources, and grants provide a benefit 

in the amount of the grant.  

iii.  Specificity 

 The preferential loans for key projects and technologies are specific within the meaning 

of Section 771(5A)(D)(i) of the Act because they are limited by law only to designated high-tech 

enterprises. Additionally, there is a reasonable basis to believe or suspect that the recipients of 

the preferential loans are limited in number to certain key enterprises and industries, such that the 

                                                
34  China Banking Regulatory Commission, Notice of China’s Banking Regulatory Commission on Printing 
and Distributing the ‘Detailed Rules for Implementation of the Policies on Policy Finance for Supporting Major 
National Scientific and Technological Projects (Dec. 28, 2006) at Articles I-7, attached at Exhibit IV-23 .   
35  Ningbo Blue Machines Co., Ltd. website excerpt, attached at Exhibit IV-24 ; Ningbo Fulong Synchronous 
Belt Co. Ltd. website excerpts, attached at Exhibit IV-25 .   
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provision of preferential loans under this program is also specific pursuant to Section 

771(5A)(D)(iii)(I) of the Act. 

4. Loans and Interest Subsidies Provided Pursuant to the Northeast 
Revitalization Program 

a. The GOC Provides Preferential Loans and Interest Subsidies 
to IMTDC Producers Through the Northeast Revitalization 
Program 

In 2003, the GOC established the Northeast Revitalization Program to revive the 

Northeast Region, which consists of the “old industrial base” of Dalian City and China’s three 

Northeast provinces – Liaoning, Jilin, and Heilongjiang.36  Loans provided under this program 

are intended to provide benefits to businesses located in the Region.  Specifically, the program is 

intended as a “strategic restructuring and technical transformation of key enterprises in the areas 

of oil, petrochemical, iron and steel, automotive, shipbuilding and aircraft products 

manufacturing sectors in Northeast China in a bid to establish production bases of advantage 

{sic} industries.”37  To implement this program, the GOC established the Northeast 

Revitalization Bank (“NRB”), whose purpose it is to “provide financial support for the 

revitalization of northeastern China’s old heavy industrial hub, help local small-and medium-

sized enterprises with financing and prompt the renovation and upgrading of regional financial 

resources.”  The NRB is controlled by China’s State Council.38   

In its comments submitted as part of the WTO Transitional Review Mechanism on 

China’s WTO Accession, the United States raised concerns that the benefits provided under this 

                                                
36  China’s Old Industrial Base Eyes Bright Future with Ambitious Plan, People’s Online Daily (Feb. 27, 
2008), attached at Exhibit IV-26 .   
37   WTO, Committee on Subsidies and Countervailing Measures: Transitional Review Mechanism Pursuant 
to Section 18 of the Protocol on the Accession of the People’s Republic of China, G/SCM/Q2/CHN/14 (Sept. 29, 
2005) at 2, attached at Exhibit IV-27 .   
38  Wu Yong, New Bank Set to Revitalize Northeast China, China Daily (May 31, 2004), attached at Exhibit 
IV-28.   
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program are significant, including RMB 5 billion in export credits from the Dalian Branch of the 

Export-Import Bank of China for companies located in the region.  Furthermore, since 

November 2003, “low-cost credit provided by the bank” is reported to have saved regional 

companies RMB 150 million.39 

The Department has previously investigated loans and interest subsidies provided under 

this program, finding them to be countervailable.40  Given that WOT Parts & Machinery Co. 

Ltd., among others, is located in the Northeast Region,41  Petitioner reasonably believes that one 

or more IMTDC producers received benefits under this program. As it has done in prior cases, 

the Department should investigate this program here. 

b. Loans and Interest Subsidies Provided to IMTDC Producers 
Through the Northeast Revitalization Program 

i. Financial Contribution 

The GOC’s provision of loans and interest subsidies through its state-owned and -

controlled banks constitutes a direct transfer of funds under Section 771(D)(i) of the Act. 

ii. Benefit 

 The subsidies in question confer a benefit under Section 771(5)(E)(ii) of the Act equal to 

the difference between what the recipients paid and the amount they would have paid on 

comparable commercial loans. 

                                                
39  WTO, Committee on Subsidies and Countervailing Measures: Transitional Review Mechanism Pursuant to 
Section 18 of the Protocol on the Accession of the People’s Republic of China, G/SCM/Q2/CHN/14 (Sept. 29, 2005) 
at 2, attached at Exhibit IV-27 .   
40  See, e.g., Issues and Decision Memorandum accompanying Circular Welded Carbon Quality Steel Line 
Pipe from the People’s Republic of China, 73 Fed. Reg. 70,961 (Dep’t Commerce Nov. 24, 2008) (final affirm. 
countervailing duty determ.) at 20-21 (“Welded Line Pipe from China I&D Memo”). 
41  See WOT Parts & Machinery Co. Ltd. website excerpt, attached at Exhibit IV-29 . 
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iii.  Specificity 

The Northeast Revitalization Program is specific within the meaning of Section 

771(5A)(D)(iv) of the Act because it is available only to companies in a limited geographic area 

under the jurisdiction of the GOC.  Additionally, the loan and interest subsidies are specific 

under Section 771(5A)(D)(i) of the Act because beneficiaries under the program are limited to 

certain specific enterprises and industries, such as those involving iron and iron-consuming 

industries. 

B. Grant Programs 

1. Foreign Trade Development Fund Grants 

a. The GOC Provides Grants to IMTDC Producers Through the 
Foreign Trade Development Fund 

The Department has previously investigated and countervailed the GOC’s provision of 

grants under the Foreign Trade Development Fund.42  Pursuant to this program, the GOC 

provides grants to support projects undertaken by exporting companies to “improve the 

competitiveness of their exported products, to develop an export processing base, to support the 

registration of trademarks in foreign countries, to support the training of foreign trade 

professional, and to explore international markets.”43  Exporting companies that are located in 

the Northeast Region are eligible to receive benefits under this program.44  Given that WOT 

Parts & Machinery Co. Ltd. is located in the Northeast Region of China, and exports 80 to 90 

                                                
42  See, e.g., Issues and Decision Memorandum accompanying Calcium Hypochlorite from the People's 
Republic of China, 79 Fed. Reg. 74,064 (Dep’t Commerce Dec. 15, 2014) (final affirm. countervailing duty determ.) 
at 17 (“Calcium Hypochlorite I&D Memo”); Welded Line Pipe from China I&D Memo at 20, n.16. 
43  Welded Line Pipe from China I&D Memo at 20. 
44  Id. at 21. 
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percent of its production, one or more IMTDC producers likely received benefits under this 

program during the POI.45 

b. Grants Provided to IMTDC Producers Through the Foreign 
Trade Development Fund Constitute Countervailable 
Subsidies 

i. Financial Contribution 

The Department has previously found that grants provided under this program constitute 

a financial contribution under Section 771(5)(D)(i) of the Act.46 Under this national program, 

grants are provided to firms that have annual exports of $1,000,000 to $5,000,000.47 Given the 

large number of IMTDC producers in China, as well as the increasing exports of Chinese 

IMTDC to the United States, multiple Chinese IMTDC producers likely received benefits under 

this program.  

ii. Benefit 

This program provides a benefit in the form of a grant under Section 771(5)(E) of the 

Act. 48 

iii.  Specificity 

This program is contingent upon exports and is therefore specific under Sections 

771(5A)(A) and (B) of the Act.49 

                                                
45  Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 ; WOT Parts & Machinery Co. Ltd. 
website excerpt, attached at Exhibit IV-29 ; WOT Parts & Machinery Co. Ltd.: Company Profile, ecplaza.com, 
attached at Exhibit IV-30 . 
46  Welded Line Pipe from China I&D Memo at 20-21. 
47  See, e.g., Calcium Hypochlorite I&D Memo at 17. 
48  Welded Line Pipe from China I&D Memo at 21. 
49  Id.  
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2. Export Assistance Grants 

a. The GOC Provides Export Assistance Grants to IMTDC 
Producers 

The Department has previously investigated and countervailed the GOC’s provision of 

export assistance grants to Chinese companies.50  As the Department concluded in its 

investigation of Galvanized Steel Wire from China, Chinese companies receive Export 

Assistance Grants to assist in the development of export markets or to recognize export 

performance.51  Because IMTDC producers are heavily export-oriented, as it has done in prior 

cases, the Department should investigate the provision of subsidies under this program to 

IMTDC producers.  

b. The GOC’s Provision of Export Assistance Grants to IMTDC 
Producers Constitutes Countervailable Subsidies 

i. Financial Contribution 

Consistent with its finding in prior cases, export assistance grants are financial 

contributions from the GOC under Section 771(5)(D)(i) of the Act.52 

ii. Benefit 

Export assistance grants provide a benefit in the amount of the grants under Section 

771(5)(E) of the Act and 19 C.F.R. § 351.504(a).53 

                                                
50  See Issues and Decision Memorandum accompanying Certain Seamless Carbon and Alloy Steel Standard, 
Line, and Pressure Pipe from the People’s Republic of China, 75 Fed. 57,444 (Dep’t Commerce Sept. 21, 2010) 
(final affirm. countervailing duty determ., final affirm. critical circumstances determ.) at 36 (“Seamless Pipe from 
China I&D Memo”); Issues and Decision Memorandum accompanying Galvanized Steel Wire from the People’s 
Republic of China, 77 Fed. Reg. 17,418 (Dep’t Commerce Mar. 26, 2012) (final affirm. countervailing duty determ.) 
at 17-18 (“Galvanized Steel Wire from China I&D Memo”); Issues and Decision Memorandum Accompanying 
Certain Steel Wheels from the People’s Republic of China, 77 Fed. Reg. 17,017 (Dep’t Commerce Mar. 23, 2012) 
(final affirm. countervailing duty determ., final affirm. critical circumstances determ.) at 32 (referencing receipt of 
various local export assistance grants) (“Steel Wheels from China I&D Memo”). 
51  Galvanized Steel Wire from China I&D Memo at 17-18. 
52  See id. 
53  Id. at 17.  
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iii.  Specificity 

Export assistance grants are contingent upon export performance and, therefore, are 

specific under Sections 771(5A)(A) and (B) of the Act. 54 

3. Export Interest Subsidies 

a. The GOC Provides Export Interest Subsidies to IMTDC 
Producers 

In prior cases, the Department has investigated and countervailed the provision of export 

interest subsidies by provincial governments in China, including Guangdong, Zhejiang, and 

Liaoning Provinces.55 For instance, in Welded Line Pipe from China, the Department’s 

investigation was initially concentrated on programs implemented by the governments of 

Guangdong and Zhejiang Provinces.56  However, during the course of its investigation, the 

Department discovered that Liaoning Province also provided export interest subsidies to the two 

mandatory respondents, concluding that the Liaoning Program was countervailable and that the 

mandatory respondents had each benefitted from export interest subsidies.57 These benefits 

typically take the form of assistance in paying interest on bank loans.58   

Given that several IMTDC producers, including WOT Parts & Machinery, Ningbo 

Fulong Synchronous Belt Co., Ltd., Hangzhou Xingda Machinery Co., Ltd., Ningbo Blue 

Machines Co., Ltd., Shenzhen Derui Sourcing Co., Ltd., and Shengzhou Xinglong Machinery, 

are located in one or more of these provinces, Petitioner reasonably believes that IMTDC 

                                                
54  Id.  
55  See Seamless Pipe from China I&D Memo at 36; Galvanized Steel Wire from China I&D Memo at 22; 
Welded Line Pipe from China I&D Memo at 22-23. 
56  Initiation Checklist, Circular Welded Carbon Quality Steel Line Pipe from the People’s Republic of China 
(DOC Case. No. C-570-936) (Apr. 23, 2008) (PUBLIC VERSON) at 24-25, excerpts attached at Exhibit IV-31 . 
57  Welded Pipe from China I&D Memo at 22-23; see also Department of Finance of Liaoning Province, 
Provisional Administrative Measures on Hi-Tech Products and Equipment Manufacturing Products Export Financial 
Assistance of Liaoning Province (Liaocaiqi 2004 No. 671) (Dec. 16, 2004), attached at Exhibit IV-32 .  
58  See Welded Line Pipe from China I&D Memo at 22-23. 
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producers received subsidies under this program during the POI.  Accordingly, as it did in 

Welded Line Pipe from China, and more recently in Oil Country Tubes from China, the 

Department should investigate this program here.59 

b. The GOC’s Provision of Export Interest Subsidies to IMTDC 
Producers Constitutes Countervailable Subsidies 

i. Financial Contribution 

The Department has previously found that provincial export interest subsidy programs 

constitute a financial contribution within the meaning of Section 771(5)(D)(i) of the Act because 

provincial governments in China directly transfer funds to recipients under such programs.60 

ii. Benefit 

Export interest subsidies confer a benefit to the recipients within the meaning of Section 

771(5)(E) of the Act equal to the amount of the grant provided by the provincial governments. 61 

iii.  Specificity  

Consistent with the Department’s prior findings, the receipt of export interest subsidies is 

contingent upon export performance.62  As a result, this program is specific within the meaning 

of Sections 771(5A)(A) and (B) of the Act. 

                                                
59  Initiation Checklist, Circular Welded Carbon Quality Steel Line Pipe from the People’s Republic of China 
(DOC Case. No. C-570-936) (Apr. 23, 2008) (PUBLIC VERSON) at 24-25, excerpts attached at Exhibit IV-31 ; 
Initiation Checklist, Certain Oil Country Tubular Goods from the People’s Republic of China (DOC Case No. C-
570-944) (Apr. 30, 2009) (PUBLIC VERSION) at 50, excerpts attached at Exhibit IV-33 .  
60  Welded Line Pipe from China I&D Memo at 23. 
61  Id.  
62  Id.  
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4. Subsidies for Development of “Famous Brands” and China World 
Top Brands 

a. The GOC Provides Grants to IMTDC Producers Through the 
Famous Brands and China World Top Brands Programs 

The General Administration of Quality Supervision, Inspection and Quarantine of the 

People’s Republic of China (“AQSIQ”), a ministerial administrative body directly under the 

State Council, is responsible for the organization as well as implementation of state measures 

and polices on “the promotion . . . strategy of Famous Brand Names.”63  In 1992, the GOC 

initiated the Famous Brands Program to increase exports.64  As USTR has summarized, the 

Famous Brands and China World Top Brands programs provide “grants, loans, and other 

incentives to enterprises in China, apparently in part to implement an industrial policy of 

promoting the development of global Chinese brand names, and to increase sales of Chinese-

branded and other Chinese merchandise around the world.”65  USTR has also stated that because 

these subsidies are explicitly tied to exports, they constitute prohibited subsidies under the WTO 

Agreement on Subsidies and Countervailing Measures.66  AQSIQ released a “Directory 

Catalogue” to evaluate “Famous Brands” under the program.67  In prior cases, the Department 

has determined that famous brand awards provide countervailable subsidies.68 

                                                
63  General Administration of Quality Supervision, Inspection and Quarantine of the People’s Republic of 
China, IP Channel, (Feb. 9, 2010), attached at Exhibit IV-34 . 
64  See Opinions about Expeditious Implementation of Famous Brand Strategy of General Administration of 
Quality Supervision, Inspection and Quarantine of The People's Republic of China (June 26, 2006), attached at 
Exhibit IV-35 . 
65  WTO Dispute Settlement Proceeding Regarding China – Grants, Loans, and Other Incentives, 74 Fed. Reg. 
7,494 (USTR Feb. 17, 2009) (notice; request for comment). 
66  See id., 74 Fed. Reg. at 7,496. 
67  See China Top Brand Strategy Development Report (Dec. 2006), attached at Exhibit IV-36 . 
68  See, e.g., Issues and Decision Memorandum accompanying Certain Frozen Warmwater Shrimp from the 
People’s Republic of China, 78 Fed. Reg. 50,391 (Dep’t Commerce Aug. 19, 2013) (final affirm. countervailing 
duty determ.) at 20-21 (“Warmwater Shrimp I&D Memo”); Aluminum Extrusions from China I&D Memo at 18-19;  
Issues and Decision Memorandum accompanying Citric Acids and Certain Citrate Salts from the People’s Republic 
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Publicly available information indicates that IMTDC producers have received benefits 

under this program.  For instance, both Donghua Chain Group69 and Hangzhou Vision Chain 

Transmission Co., Ltd.70 produce Chinese “famous brand” IMTDC. Accordingly, the 

Department should investigate this program.  

b. Grants Provided to IMTDC Producers Through the Famous 
Brands and China World Top Brands Programs Constitute 
Countervailable Subsidies 

i. Financial Contribution 

 As the Department has previously determined,71 funds disbursed under this program 

constitute financial contributions under Section 771(5)(D)(i) of the Act. 

ii. Benefit 

 The Department has also previously determined that these programs provide a benefit to 

recipients under Section 771(5)(E) of the Act.72  Specifically, the grants and other funds provided 

by the GOC pursuant to these programs allow Chinese IMTDC producers to increase exports and 

lower their costs of producing and selling subject merchandise.  The benefit is equal to the 

amount of the grant as defined under 19 C.F.R. § 351.504(a).73 

                                                                                                                                                       
of China, 74 Fed. Reg. 16,836 (Dep’t Commerce Apr. 13, 2009) (final affirm. countervailing duty determ.) (“Citric 
Acid from China I&D Memo (2009)”) at 13-14. 
69  See Donghua Chain Group website excerpts, attached at Exhibit IV-37 . 
70  Hangzhou Vision Chain Transmission Co., Ltd. website excerpts, attached at Exhibit IV-38 . 
71  See, e.g., Warmwater Shrimp I&D Memo at 20-21; Aluminum Extrusions from China I&D Memo at 18; 
Citric Acid from China I&D Memo (2009) at 13. 
72  Warmwater Shrimp I&D Memo at 20; Aluminum Extrusions from China I&D Memo at 18.  
73  Citric Acid from China I&D Memo (2009) at 13. 
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iii.  Specificity 

 The Department has previously determined that these subsidy programs are specific 

under Sections 771(5A)(A) and (B) of the Act, given that grants provided under these programs 

are contingent on export activity.74 

5. Sub-Central Government Subsidies for Development of Famous 
Brands and China World Top Brands 

a. China’s Sub-Central Governments Provide Grants to IMTDC 
Producers Through the Famous Brands and China World Top 
Brands Programs 

 In addition to the central government, a number of “sub-central” (i.e., provincial and 

local) governments in China have promulgated various policies to implement the goals of the 

Famous Export Brands and Top Brands programs.75  According to USTR, these sub-central 

programs provide additional financial support to companies with products designated as famous 

brands.76 

 Chinese provinces have their own famous brand programs under which Chinese IMTDC 

producers likely received and continue to receive benefits.  For example, Shandong Province has 

a government program to support Famous Export Brands.77  Indeed, one of Shandong’s largest 

cities earned the distinction of having spent more money than any other city in the 

encouragement of famous brands.78  Although information on IMTDC producers’ receipt of 

benefits under the Shandong Province famous brand program is not readily available, IMTDC 

                                                
74  See, e.g., Aluminum Extrusions from China I&D Memo at 18-19. 
75  See WTO Dispute Settlement Proceeding Regarding China – Grants, Loans, and Other Incentives, 74 Fed. 
Reg. 7,494. 
76  See id.; see also Committee on Subsidies and Countervailing Measures: Questions from the United States 
Regarding the New and Full Notification of China, G/SCM/Q2/CHN/19 (July 26, 2006) at 9-10, attached at Exhibit 
IV-12.  
77  See WTO Dispute Settlement Proceeding Regarding China – Grants, Loans, and Other Incentives, 74 Fed. 
Reg. at 7,495-96. 
78  See What’s in a Name? Everything!, China Daily (Apr. 28, 2005), attached at Exhibit IV-39 . 
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producers Qingdao Dazheng Jin Hao International Trade Co., Ltd. and Yantai Henry Hardware 

Co., Ltd are both located in Shandong Province, which make them eligible for famous brand 

support.79  Moreover, Chinese IMTDC producer Ningbo Fulong Synchronous Belt Co., Ltd. has 

“won the title ‘Ningbo famous brand product.’”80 

 Jiangsu Province is another province that has its own program to support Famous Export 

brands,81 implementing its Notice Regarding Selection of 2007-2008 “Jiangsu Province Export 

Brands for Focused Cultivation and Development,” Suwaijingmaomao {2007} No. 122 in 

2007.82  Changzhou Changjiang Gear Co., Ltd., Changzhou Baoxin Metallurgy Equipment 

Manufacturing Co. Ltd, Changzhou Gangyou Lifting Equipment Co., Ltd., and Jiangsu Songlin 

Automobile Parts Co., Ltd., are all located in Jiangsu Province and, therefore, are eligible for 

benefits under this program.83  Hebei Province also has its own famous brands program.84  

Several Chinese IMTDC producers are likely located in Hebei Province. As a result, any Chinese 

IMTDC producers located in this province likely received benefits under this program during the 

POI. Likewise, Henan Province has a famous brands program. Several Chinese IMTDC 

producers are located in Henan province, including Henan Zhiyuan Machinery Sprocket Co., 

Ltd.85 As such, it is likely one or more of these IMTDC producers won this award at the 

provincial level. 

                                                
79  Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
80  Ningbo Fulong Synchronous Belt Co. Ltd. website excerpts, attached at Exhibit IV-25 .  
81  Citric Acid from China I&D Memo (2009) at 13. 
82  See WTO, Committee on Subsidies and Countervailing Measures - Subsidies – Request from the United 
States to China Pursuant to Article 25.10 of the Agreement, G/SCM/Q2/CHN/42 (Oct. 11, 2011) at 6-8, attached at 
Exhibit IV-14 .  
83  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
84  See HBIS, Provincial Honor Tangshan Iron and Steel Group Co., Ltd. Acquired Over the Years, attached at 
Exhibit IV-40 .   
85  Henan Zhiyuan Machinery Sprocket Co., Ltd. website excerpts, attached at Exhibit IV-41 . 
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 To the extent that other Chinese IMTDC producers are also designated as producing 

famous brands by sub-central governments, they likely received benefits under this program.  

Accordingly, the Department should investigate this program. 

b. Grants Provided to IMTDC Producers Through the Famous 
Brands and China World Top Brands Programs by Sub-
Central Governments Constitute Countervailable Subsidies 

i. Financial Contribution 

 As the Department has previously determined,86 funds disbursed under this program 

constitute financial contributions, as they are direct transfers of funds under Section 771(5)(D)(i) 

of the Act. 

ii. Benefit 

 The Department has also previously determined87 that this program confers a benefit to 

recipients under Section 771(5)(E) of the Act.  Specifically, the grants and other funds provided 

by the Chinese government pursuant to these programs allow Chinese IMTDC producers to 

increase exports and lower their costs of producing and selling the subject merchandise.  The 

benefit is equal to the amount of the grant as defined under 19 C.F.R. § 351.504(a). 

iii.  Specificity 

 Consistent with the Department’s prior determinations,88 these subsidy programs are 

specific under Sections 771(5A)(A) and (B) of the Act because the grants provided under these 

programs are contingent on export activity.89 

                                                
86  Warmwater Shrimp I&D Memo at 20. 
87  Id.  
88  Id. at 20-21. 
89  Aluminum Extrusions from China I&D Memo at 18-19. 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



PUBLIC DOCUMENT 
 

 

27 
13889454.13 

6. Funds for Outward Expansion of Industries in Guangdong Province 

a. Guangdong Province Provides Grants to Chinese IMTDC 
Producers Through the Funds for Outward Expansion of 
Industries 

 Established pursuant to the Implementing Measures of Guangdong Province concerning 

the Support of Development of Outward Privately-Held Enterprises,90 the goal of this program is 

to provide eligible private enterprises located in the Guangdong Province with special funds to 

develop their export activities.  As the Department has found:  

This program supports the development of international trade and economic 
cooperation through the establishment of different funds to provide payments to 
enterprises for international market exploration, export credit insurance 
assistance, the development of trade through science and technology, export 
product research and development, support for defense expenses in antidumping 
duty cases, loan interest grants for various export-related loans and development 
of outward-looking enterprises.91  
 

The Department previously found this program to provide a countervailable subsidy in 

Lightweight Thermal Paper from China.92 

 Information concerning the funding that Chinese IMTDC producers have received under 

this program is not reasonably available to Petitioner.  However, at least one Chinese IMTDC 

producer, Shenzhen Derui Sourcing Co. Ltd., is located in Guangdong Province and likely 

received benefits under this program.93  Accordingly, the Department should investigate this 

program. 

                                                
90  Issues and Decision Memorandum accompanying Lightweight Thermal Paper from the People’s Republic 
of China, 73 Fed. Reg. 57,323 (Dep’t Commerce Oct. 2, 2008) at 19-20 (final affirm. countervailing duty determ.) 
(“Lightweight Thermal Paper from China I&D Memo”). 
91  Lightweight Thermal Paper from the People’s Republic of China, 73 Fed. Reg. 13,850, 13,860 (Dep’t 
Commerce Mar. 14, 2008) (prelim. affirm. countervailing duty determ. and alignment of final countervailing duty 
determ. with final antidumping duty determ.). 
92  Lightweight Thermal Paper from China I&D Memo at 19-20. 
93  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
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b. Funds Provided Through the Funds for Outward Expansion of 
Industries Constitute Countervailable Subsidies 

i. Financial Contribution 

 As the Department determined in Lightweight Thermal Paper,94 monies disbursed under 

this program constitute financial contributions under Section 771(5)(D)(i) of the Act.  

ii. Benefit 

 This program confers a benefit to recipients equal to the amount of the grant, as defined 

in 19 C.F.R. § 351.504(a).95 

iii.  Specificity 

Consistent with the Department’s previous findings, this subsidy program is specific 

under Section 771(5A)(B) of the Act because it is contingent upon export performance.96 

7. Provincial Fund for Fiscal and Technological Innovation 

a. Guangdong Province Provides Grants Through the Provincial 
Fund for Fiscal and Technological Innovation 

 Administered by the Provincial Department of Finance and Economic and Trade 

Commission of Guangdong Province pursuant to the Provisional Measures on Administration of 

Exploration and Renovation Provincial Level Fund, this program provides grants to firms with 

the goal of promoting technological and fiscal innovation.97  The Department has previously 

determined this program to be countervailable in Aluminum Extrusions.98 

 Information concerning the grants received by IMTDC producers under the Provincial 

Fund for Fiscal and Technological Innovation is not reasonably available to Petitioner.  

                                                
94  Lightweight Thermal Paper from China I&D Memo at 19-20. 
95  Id. 
96  Id.  
97  Aluminum Extrusions from China I&D Memo at 27. 
98  Id.  
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However, the IMTDC industry is one that is engaged in significant technological innovation.  

Moreover, at least one Chinese IMTDC producer, Shenzhen Derui Sourcing Co. Ltd., is located 

in Guangdong Province and likely received benefits under this program.99  Accordingly, the 

Department should investigate this program. 

b. Grants Provided Through the Provincial Fund for Fiscal and 
Technological Innovation Constitute Countervailable Subsidies 

i. Financial Contribution 

 As the Department determined in Aluminum Extrusions, funds disbursed under this 

program constitute financial contributions, as they are direct transfers of funds under Section 

771(5)(D)(i) of the Act.100 

ii. Benefit 

 Consistent with the Department’s determination in Aluminum Extrusions,101 this program 

confers a benefit under Section 771(5)(E) of the Act.  The benefit to recipients is equal to the 

amount of the grant, as defined in 19 C.F.R. § 351.504(a).    

iii.  Specificity 

 The Provincial Fund for Fiscal and Technological Innovation is administered by the 

Provincial Department of Finance and Economic and Trade Commission of Guangdong Province 

pursuant to the Provisional Measures on Administration of Exploration and Renovation 

Provincial Level Fund (“Provisional Measures”).102 According to Article 10 of the Provisional 

Measures, this fund provides “special support of structural adjustment on technology reformation 

                                                
99  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
100  Aluminum Extrusions from China I&D Memo at 27. 
101  Id.  
102  See Provisional Measures on Administration of Exploration and Renovation Provincial Level Fund 
(YUECAIQI (2004) No. 140, attached at Exhibit IV-42 . 
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specialty, equipment manufacturing{,} special technology reformation and technology 

innovation projects.”103  Such projects include but are not limited to: 

(A) Utilizing high-tech to reform traditional industrial projects; 

(B) Increase the varieties, enhance the quality, save resources, promote the 
benefit and enhance the competitive projects{;} 

(C) Industrial common key technology projects, as well as research and 
development, application and promotion projects in new products and new 
technologies{;} 

(D) Equipment manufacturing industry technology progress projects; {and} 

(E) Structural adjustment focus theme projects in this year.104  

 As the Department previously determined in Aluminum Extrusions, this program is 

specific.105 The Provincial Fund for Fiscal and Technological Innovation is specific under 

Section 771(5A)(D)(iii)(IV) of the Act because the relevant government authorities use their 

discretion when selecting beneficiaries.  Not all applicants are approved by the Guangdong 

Provincial Government to receive benefits. In fact, each project must be approved by 

government officials from Guangdong’s Provincial Department of Finance and Economic and 

Trade Commission.106  Furthermore, this program is specific under Section 771(5A)(D)(i) of the 

Act because it is limited by law to select enterprises.   This program supports “special technology 

reformation” and “technology innovation projects” which indicates that the program is limited to 

high and advanced technology companies.  Finally, this program is regionally specific under 

Section 771(5A)(D)(iv) of the Act because grants provided through this program are limited to 

                                                
103  Id. at Article 10. 
104  Id. 
105  Aluminum Extrusions from China I&D Memo at 27-28; see also Aluminum Extrusions from the People’s 
Republic of China, 75 Fed. Reg. 54,302, 54,315 (Dep’t Commerce Sept. 7, 2010) (prelim. affirm. countervailing 
duty determ.) (“the GOC failed to provide benefit distribution data for this program. As a result, the Department is 
applying AFA and assuming that the program is specific under section 771(5A)(D)(iii) of the Act.”). 
106  Provisional Measures on Administration of Exploration and Renovation Provincial Level Fund 
(YUECAIQI (2004) No. 140, at Article 13, attached at Exhibit IV-42 . 
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companies located in a certain geographical location, i.e., Guangdong Province.  According to 

Article 9 of the provisional measures, a company must be “registered in Guangdong Province” to 

be eligible to receive benefits.107  Producers of subject merchandise, such as Shenzhen Derui 

Sourcing Co. Ltd. would be eligible for the program.108  Therefore, this program is specific under 

the Act, and the Department should investigate this program.  

8. State Special Fund for Promoting Key Industries and Innovation 
Technologies 

a. The NDRC and the Ministry of Industry and Informati on 
Technology Grants Through the State Special Fund for 
Promoting Key Industries and Innovation Technologies 

 The NDRC and the Ministry of Industry and Information Technology (“MIIT”) provide a 

special fund for promoting key industries and innovation technologies in the form of a one-time 

grant intended to assist companies in developing production facilities.109  To receive this grant, a 

company must submit an application that includes information regarding its estimated export 

revenues.110  In previous cases, the Department found that companies producing steel products 

were eligible for this grant.111  Although publicly available information regarding the receipt of 

benefits under this program by IMTDC producers is lacking, given that companies producing 

products in favored industries have previously received benefits under this program, it is likely 

that one or more IMTDC producers received benefits from NDRC and MIIT’s special fund for 

promoting key industries and innovation technologies during the POI.  Accordingly, the 

Department should investigate this program. 

                                                
107  Id. at Article 9. 
108  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
109  Steel Wheels from China I&D Memo at 28. 
110  Id. at 29. 
111  See id. at 28-29. 
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a. Funds Provided Through State Special Fund for Promoting 
Key Industries and Innovation Technologies Constitute 
Countervailable Subsidies 

i. Financial Contribution 

 As the Department determined in Steel Wheels,112 funds disbursed under this program 

constitute financial contributions under Section 771(5)(D)(i) of the Act.  

ii. Benefit 

 This program confers a benefit to recipients equal to the amount of the grant, as defined 

in 19 C.F.R. § 351.504(a).    

iii.  Specificity 

 Consistent with the Department’s previous findings in Steel Wheels,113 this subsidy 

program is specific under Section 771(5A)(B) of the Act because it is contingent upon export 

performance. 

9. Shandong Province’s Special Fund for the Establishment of Key 
Enterprise Technology Centers 

 The Special Fund for the Establishment of Key Enterprise Technology was established 

pursuant to Development Guidelines of Shandong on New Type Industrialization and Opinion on 

Incubation of One Hundred Key Enterprises’ Technical Centers and Improvement of their 

Initiatives, with distributions occurring under the Interim Measures on the Special Fund for the 

Establishment of Key Enterprise Technology Centers in Shandong Province.114  The Shandong 

Finance Department and the Shandong Economic and Trade Commission administer this 

                                                
112  Id. at 28. 
113  Id. at 28-29. 
114  See Issues and Decision Memorandum accompanying Citric Acid and Certain Citrate Salts from the 
People’s Republic of China, 76 Fed. Reg. 77,206 (Dep’t Commerce Dec. 12, 2011) (final results of countervailing 
duty admin. rev.) at 20 (“Citric Acid from China 1st Review I&D Memo”). 
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program.115 The fund’s purpose is to support the establishment of technical centers by key 

enterprises by providing funds for the purchase of equipment, training, technical cooperation and 

communication.116  Pursuant to this program’s implementing legislation, there are only 100 

recipients, which makes the program specific within the meaning of Section 771(5A)(D)(i) of the 

Act.117 

 Publicly available information relating to specific grants provided to IMTDC producers is 

not reasonably available to Petitioner.  However, several IMTDC producers are located in the 

Shandong Province, including Qingdao Dazheng Jin Hao International Trade Co. Ltd. and 

Yantai Henry Hardware Co., Ltd., which makes them eligible for benefits.118   As a result, the 

Department should investigate this program to determine whether any of the IMTDC producers 

listed above or any other IMTDC producers received benefits under this program. 

a. Grants Provided Through the Special Fund for the 
Establishment of Key Enterprise Technology Centers 
Constitute Countervailable Subsidies 

i. Financial Contribution 

 Funds disbursed under this program constitute financial contributions, as they are direct 

transfers of funds under Section 771(5)(D)(i) of the Act.  

ii. Benefit 

 The Special Fund for the Establishment of Key Enterprise Technology confers a benefit 

under Section 771(5)(E) of the Act.  The benefit to recipients is equal to the amount of the grant, 

as defined in 19 C.F.R. § 351.504(a).119     

                                                
115  Id.  
116  Id. at 20-21. 
117  Id. at 21. 
118  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
119  See Citric Acid from China 1st Review I&D Memo at 20-21.  
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iii.  Specificity 

 This subsidy program is specific under Section 771(5A)(D)(i) of the Act because, as the 

Department found in Citric Acid, the Shandong Province’s Fund for the Establishment of Key 

Enterprises “is limited to ‘key enterprises,’ with the establishing legislation indicating there 

would only be 100.”120  The objective of this program’s enabling legislation, the Development 

Guideline of Shandong on New Type Industrialization and Opinion on Incubation of One 

Hundred Key Enterprise Technical Centers and Improvement of their Initiatives, is to “incubate 

100 enterprise technology centers possessing indigenous innovation, relatively strong core 

competitiveness, and innovative ability that {are} first-rate nationally, to become the core 

strength of indigenous innovation for {Shandong} Province’s enterprises.”121  The legislation 

makes clear that support is limited to “seven industrial chains and six pillar industries,” which 

includes “metallurgy.”122 While it appears that Shandong Province raised additional funds after 

this fund was established to support “195 provincial key enterprise technology centers,”123 

consistent with the Department’s prior determinations, this program is still specific within the 

meaning of Section 771(5A)(D)(i) of the Act.124      

10. Grants for Antidumping Investigations 

a. The GOC Provides Grants for Antidumping Investigations to 
IMTDC Producers 

                                                
120  See id. at 21. 
121  Opinion Regarding Incubating 100 Key Enterprise Technology Centers to Quicken the Indigenous 
Innovation of Enterprises, attached at Exhibit IV-43 (emphasis added). 
122  See id.; New Concepts in the Report: Six Pillar Industries and Seven Industrial Chains, attached at Exhibit 
IV-44 (“Six pillar industries refer to six industries designated for special support from now on, based on the special 
characteristics and the foundations of development of our province: light engineering, textiles, machinery, 
chemicals, construction materials, and metallurgy.”). 
123  Shandong Financial Measures Simultaneously To Promote Industrial Structure Optimization and 
Upgrading, Xinhuanet News (Nov. 15, 2012), attached at Exhibit IV-45 . 
124  Citric Acid from China 1st Review I&D Memo at 21. 
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 Several sub-central governments provide grants to Chinese companies to defend foreign 

antidumping investigations.  In Citric Acid, the Department determined that this program was 

countervailable.125  For example, Shandong Province provides government grants when its 

companies are involved in foreign antidumping investigations.126 In awarding these grants, the 

government considers whether the company made export sales and cooperated in the 

antidumping investigations.   Both Qingdao Dazheng Jin Hao International Trade Co., Ltd. and 

Yantai Henry Hardware Co., Ltd are located in Shandong Province and thus would be eligible to 

receive benefits under this program.127  Accordingly, the Department should investigate the 

provision of this subsidy to IMTDC producers. 

b. Funds Provided For Antidumping Investigations Constitute 
Countervailable Subsidies 

i. Financial Contribution 

 Funds disbursed under this program constitute financial contributions under Section 

771(5)(D)(i) of the Act.  

ii. Benefit 

 This program confers a benefit to recipients equal to the amount of the grant, as defined 

in 19 C.F.R. § 351.504(a).    

iii.  Specificity 

Consistent with the Department’s previous findings in Citric Acid, this subsidy program 

is specific under Section 771(5A)(B) of the Act because it is contingent upon export 

performance.128 

                                                
125  Id. at 22-23. 
126  Id.  
127  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
128  Citric Acid from China 1st Review I&D Memo at 22. 
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11. Shandong Province’s Award Fund for Industrialization of Key 
Energy-Saving Technology 

a. The GOC Provides Grants to IMTDC Through Shandong 
Province’s Award Fund for Industrialization of Key Energy-
Saving Technology 

The Award Fund for Industrialization of Key Energy-Saving Technology was established 

pursuant to the Provisional Measures Shandong Special Fund for Energy and Water Saving, and 

implemented on November 8, 2007 under the Circular of the Shandong Finance Department and 

Shandong Economic and Trade Commission establishing Provisional Measures on Shandong 

Award Fund for Industrialization of Key Energy-saving Technology (Lu Cai Jian {2007} No. 

68).129 The purpose of the program is to encourage reductions in energy consumption and to 

accelerate the industrialization of key energy-saving technologies in Shandong Province.130 In 

Citric Acid, the Department found that the Shandong Finance Department administers this 

program.131 

Information relating to specific grants to IMTDC producers is not reasonably available to 

Petitioner. However, several IMTDC producers are located in Shandong Province, including 

Qingdao Dazheng Jin Hao International Trade Co., Ltd. and Yantai Henry Hardware Co., Ltd, 

which makes them eligible for benefits.132 As a result, the Department should investigate this 

program to determine whether any of the IMTDC producers listed above or any other IMTDC 

producers received benefits under this program. 

                                                
129  Id. at 23-24. 
130  Id. at 24. 
131  Id.  
132  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
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b. The GOC’s Provision of Grants to IMTDCs Through 
Shandong Province’s Award Fund for Industrialization of Key 
Energy-Saving Technology Constitutes a Countervailable 
Subsidy 

i. Financial Contribution 

 As the Department determined in Citric Acid,133 funds disbursed under this program 

constitute financial contributions, as they are direct transfers of funds under Section 771(5)(D)(i) 

of the Act.  

ii. Benefit 

 Consistent with the Department’s determination in Citric Acid,134 this program confers a 

benefit under Section 771(5)(E) of the Act.  The benefit to recipients is equal to the amount of 

the grant, as defined in 19 C.F.R. § 351.504(a).    

iii.  Specificity 

 This subsidy program is specific under Section 771(5A)(D)(iv) of the Act because the 

actual recipients of the grant are limited to only certain qualifying enterprises that are located 

within the geographical jurisdiction of the authority of the Shandong Province government. 

 Specifically, applicants of this program must “apply on the principle of territoriality” 

which indicates that only companies located in Shandong Province are eligible to receive 

benefits from this program.135  Furthermore, only certain industries that invest heavily in R&D136 

and have “energy-saving technology” recognized at the provincial level or above are eligible for 

                                                
133  Citric Acid from China 1st Review I&D Memo at 23. See also Citric Acid and Certain Citrate Salts from 
the People's Republic of China, 76 Fed. Reg. 33,219 (Dep’t Commerce June 8, 2011) (prelim. results of 
countervailing duty admin. rev.). 
134  Citric Acid from China 1st Review I&D Memo at 23. See also Citric Acid and Certain Citrate Salts from 
the People's Republic of China, 76 Fed. Reg. 33,219. 
135  Circular of the Shandong Finance Department and Shandong Economic and Trade Commission on 
Publishing Provisional Measures on Shandong Award Fund for Industrialization of Key Energy-saving Technology 
(Lu Cai Jian {2007} No. 68, at Article 7, attached at Exhibit IV-46 . 
136   See id. at Article 6 (“the R&D investment is not less than 3% of the enterprise’s sales revenue.”). 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



PUBLIC DOCUMENT 
 

 

38 
13889454.13 

this program.137  The GOC has directed all levels of government to support industries with “high 

energy consumption” and “target {those} sectors for saving energy and reducing energy 

consumption.”138 As a result, this subsidy program is specific under Section 771(5A)(D)(iii)(I) 

and (II) of the Act because the iron industry is a favored industry, has historically benefitted 

from GOC support, and is a major consumer of energy.  Accordingly, there is reason to believe 

or suspect that Chinese producers of iron products, including IMTDC producers, are 

predominant beneficiaries of government grants under this program and the recipients of such 

grants are limited in number.  

12. Shandong Province’s Environmental Protection Industry Research 
and Development Funds 

a. The GOC Provides Grants Through the Environmental 
Protection Industry Research and Development Fund to 
IMTDC Producers 

 The Environmental Protection Industry Research and Development Fund was established 

on September 24, 2007 under the Circular on the Issuance of Administrative Rules on Special 

Funds for Technology R&D Projects of the Environmental Protection Industry of Shandong 

Province.139 The program is administered by the Shandong Province Finance Department and 

Shandong Environmental Protection Bureau.140 The purpose of the program is to promote 

pollution-preventing technologies and environmental product development, and to strengthen the 

innovation capability and market competitiveness of the environmental protection industry in 

Shandong Province.141 

                                                
137   Id.  
138  All-Round Promotion of Energy Conservation, Govt. White Papers, www.china.org.cn (last accessed Oct. 
20, 2015), attached at Exhibit IV-47 . 
139 Citric Acid from China 1st Review I&D Memo at 24. 
140 Id.  
141 Id.  
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Information relating to specific grants to IMTDC producers is not reasonably available to 

Petitioner.  However, several IMTDC producers are located in Shandong Province, including 

Qingdao Dazheng Jin Hao International Trade Co., Ltd. and Yantai Henry Hardware Co., Ltd, 

which makes them eligible for benefits.142   As a result, the Department should investigate this 

program to determine whether any of the IMTDC producers listed above or any other IMTDC 

producers received benefits under this program. 

b. Grants Provided Through the Environmental Protection 
Industry Research and Development Fund Constitute 
Countervailable Subsidies 

i. Financial Contribution 

 As the Department determined in Citric Acid,143 funds disbursed under this program 

constitute financial contributions, as they are direct transfers of funds under Section 771(5)(D)(i) 

of the Act.  

ii. Benefit 

 Consistent with the Department’s determination in Citric Acid,144 this program confers a 

benefit under Section 771(5)(E) of the Act.  The benefit to recipients is equal to the amount of 

the grant, as defined in 19 C.F.R. § 351.504(a).    

iii.  Specificity 

 The purpose of the program is to promote pollution-preventing technologies and 

environmental product development, to use the scientific and technical expertise of universities, 

research institutes, and other technology centers, and to strengthen the efficiency, innovation 

                                                
142  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
143 Citric Acid from China 1st Review I&D Memo at 24. See also Citric Acid and Certain Citrate Salts from 
the People's Republic of China, 76 Fed. Reg. 33,219. 
144 Citric Acid from China 1st Review I&D Memo at 24. See also Citric Acid and Certain Citrate Salts from 
the People's Republic of China, 76 Fed. Reg. 33,219. 
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capability, and market competitiveness of the environmental protection industry in Shandong 

Province.145  The Special Funds are part of a provincial-level annual budget, and are described as 

“governmental guidance funds,” grants, “interest subsidies,” and incentives. 146  The Program 

will provide up to 40 percent of the funding for independent projects and up to 30 percent of the 

funding for joint Chinese-foreign projects.147  More importantly, benefits under this program are 

limited to companies operating in Shandong Province and must be approved by government 

officials in Shandong Province’s Department of Finance and the Provincial Environmental 

Protection Bureau.  

Information relating to specific grants to IMTDC producers is not reasonably available to 

Petitioner.  The GOC has directed all levels of government to support industries with “high 

energy consumption” and “target {those} sectors for saving energy and reducing energy 

consumption.”148 As a result, this subsidy program is specific under Section 771(5A)(D)(iii)(I) 

and (II) of the Act because iron and iron-consuming industries are a favored industry, have 

historically benefitted from the GOC’s support, and are major consumers of energy.  

Accordingly, there is reason to believe or suspect that Chinese producers of iron products, 

including IMTDC producers, are predominant beneficiaries of government grants under this 

program and the recipients of such grants are limited in number.   Furthermore, because this 

program is limited to companies located in Shandong Province and local government officials 

use their discretion in selecting beneficiaries, this program is regionally specific under Section 

                                                
145  Circular on the Issuance of Administrative Rules on Special Funds for Technology R&D Projects of the 
Environmental Protection Industry of Shandong Province (Sept. 24, 2007), at Article 1, attached at Exhibit IV-48 . 
146  Id. at Articles 2-3. 
147  See id. at Article 5. 
148  All-Round Promotion of Energy Conservation, Govt. White Papers, www.china.org.cn (last accessed Oct. 
20, 2015), attached at Exhibit IV-47 . 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



PUBLIC DOCUMENT 
 

 

41 
13889454.13 

771(5A)(D)(iv) of the Act.  As a result, the Department should investigate this program to 

determine whether Qingdao Dazheng Jin Hao International Trade Co., Ltd., Yantai Henry 

Hardware Co., Ltd, or any other CASWR producer received benefits under this program.149 

13. Waste Water Treatment Subsidies 

a. The GOC Provides Waste Water Treatment Subsidies 
Constitute to IMTDC Producers 

 The Department has determined that Chinese companies receive waste water treatment 

subsidies.150  Waste water is a serious problem in China.151  According to news reports, Chinese 

environmental regulators have “designated 48 of China’s major lakes as seriously polluted. One-

fourth of the water sampled along China’s two largest rivers—the Yangtze and Yellow—was 

found to be too polluted even for farm irrigation.”152  As a result, a number of provinces in 

China, including Shandong Province, provide waste water treatment subsidies.153  Information 

relating to specific waste water treatment grants from the Shandong Province to IMTDC 

producers is not reasonably available to Petitioner.  However, several IMTDC producers are 

located in Shandong Province, which makes them eligible for benefits.  For example, Qingdao 

Dazheng Jin Hao International Trade Co., Ltd. and Yantai Henry Hardware Co., Ltd are both 

located in Shandong Province.154 Accordingly, the Department should investigate this program 

                                                
149  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
150 See Citric Acid from China 1st Review I&D Memo at 27-28. 
151 See Dexter Roberts, China Faces a Water Crisis, Bloomberg Businessweek (Apr. 15, 2009), attached at 
Exhibit IV-49 ; see also 60% of China’s underground water ‘not fit for human contact’ – Beijing, RT News (June 5, 
2015), attached at Exhibit IV-50 . 
152 See Dexter Roberts, China Faces a Water Crisis, Bloomberg Businessweek (Apr. 15, 2009), attached at 
Exhibit IV-49 ; see also 60% of China’s underground water ‘not fit for human contact’ – Beijing, RT News (June 5, 
2015), attached at Exhibit IV-50 .  
153 See Citric Acid from China 1st Review I&D Memo at 27-28. 
154 See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
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to determine whether any of the IMTDC producers listed above or any other IMTDC producers 

received benefits under this program. 

b. Grants Provided Through Waste Water Treatment Subsidies 
Constitute Countervailable Subsidies 

i. Financial Contribution 

 As the Department determined in Citric Acid,155 funds disbursed under this program 

constitute financial contributions, as they are direct transfers of funds under Section 771(5)(D)(i) 

of the Act.  

ii. Benefit 

 Consistent with the Department’s determination in Citric Acid,156 this program confers a 

benefit under Section 771(5)(E) of the Act.  The benefit to recipients is equal to the amount of 

the grant, as defined in 19 C.F.R. § 351.504(a).    

iii.  Specificity 

This subsidy program is specific under Section 771(5A)(D)(iv) of the Act because the 

actual recipients of the grant are limited to only certain qualifying enterprises that are located 

within the geographical jurisdiction of the authority of the respective provincial government.    

14. Funds of Guangdong Province to Support the Adoption of E-
Commerce by Foreign Trade Enterprises 

a. The GOC Provides Funds Under the Guangdong Province to 
Support the Adoption of E-Commerce by Foreign Trade 
Enterprises Program to IMTDC Producers 

 As the Department has previously determined, Guangdong Province provides grants to 

support the adoption of e-commerce by foreign trade enterprises.157  Administered by the 

                                                
155 Citric Acid from China 1st Review I&D Memo at 27-28.  See also Citric Acid and Certain Citrate Salts 
from the People's Republic of China, 76 Fed. Reg. 33,219. 
156 Citric Acid from China 1st Review I&D Memo at 27-28. See also Citric Acid and Certain Citrate Salts 
from the People's Republic of China, 76 Fed. Reg. 33,219. 
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Commission of Economy and Information Technology of Guangdong Province,158  the fund 

includes four separate funds: 1) the special fund; 2) fund of provincial strategic new emerging 

industry; 3) special fund of internet services industry; and 4) special fund for small- and 

medium-enterprises.159 Recently, the Department determined that steel fabricators received 

benefits under this program.160  As a result of these policies, “the trading volume of e-commerce 

in Guangzhou this year reached 1.75 trillion Yuan ($288.2 billion), up 25 percent year-on-year.  

Online sales have reached 320 billion Yuan with a year-on-year increase of 33 percent.”161 

  Information relating to specific grants to IMTDC producers is not reasonably available to 

Petitioner.  However, at least one producer, Shenzhen Derui Sourcing Co., Ltd., is located in 

Guangdong Province, making this company eligible for benefits.162  As a result, the Department 

should investigate this program to determine whether Shenzhen Derui Sourcing Co., Ltd. or any 

other IMTDC producer has received benefits under this program. 

                                                                                                                                                       
157 Stainless Steel Sinks from China I&D Memo at 28-29. 
158 Liu Zheng, Local Govt Supports E-Commerce Boom in Guangzhou, China Daily (Dec. 24, 2013), attached 
at Exhibit IV-51 . 
159 Id.  
160 See Stainless Steel Sinks from China I&D Memo at 28-29. 
161 Liu Zheng, Local Govt Supports E-Commerce Boom in Guangzhou, China Daily (Dec. 24, 2013), attached 
at Exhibit IV-51 .  
162 See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



PUBLIC DOCUMENT 
 

 

44 
13889454.13 

b. Grants Provided Through Funds of Guangdong Province to 
Support the Adoption of E-Commerce by Foreign Trade 
Enterprises Constitute Countervailable Subsidies 

i. Financial Contribution 

 As the Department determined in Stainless Steel Sinks,163 funds disbursed under this 

program constitute financial contributions, as they are direct transfers of funds under Section 

771(5)(D)(i) of the Act.  

ii. Benefit 

 Consistent with the Department’s determination in Stainless Steel Sinks,164 this program 

confers a benefit under Section 771(5)(E) of the Act.  The benefit to recipients is equal to the 

amount of the grant, as defined in 19 C.F.R. § 351.504(a).    

iii.  Specificity 

This subsidy program is specific under Section 771(5A)(D)(iv) of the Act because the 

actual recipients of the grant are limited to only certain qualifying enterprises that are located 

within the geographical jurisdiction of the authority of the Guangdong Province government.    

15. Technology to Improve Trade Research and Development Fund 

a. The GOC Provides Grants Through the Technology to 
Improve Trade Research and Development Fund to IMTDC 
Producers 

 The Jiangsu Treasury Department provides a special fund to benefit companies’ research 

and development efforts.165  Established in 2008, the purpose of the fund is to induce research 

and development activities related to export products.166  To receive this grant from Jiangsu 

                                                
163 Stainless Steel Sinks from China I&D Memo at 28. 
164 Id.  
165 See Issues and Decision Memorandum accompanying Drill Pipe from the People’s Republic of China, 76 
Fed. Reg. 1,971 (Dep’t Commerce Jan. 11, 2011) (final affirm. countervailing duty determ., final affirm. critical 
circumstances determ.) at 27 (“Drill Pipe from China I&D Memo”). 
166 Id. 
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Province, a company must submit an application that includes information regarding the 

company’s exports or potential exports.167  The Department has previously found that other 

favored industries were eligible for this grant.168 

 A number of IMTDC producers are located in Jiangsu Province, including Changzhou 

Xiangjin Precision Machinery Co., Ltd., Changzhou Baoxin Metallurgy Equipment 

Manufacturing Co. Ltd, Changzhou Gangyou Lifting Equipment Co., Ltd., and Jiangsu Songlin 

Automobile Parts Co., Ltd.169 As a result, it is likely that these and other IMTDC producers 

received benefits from the Jiangsu trade research and development fund during the POI.  

Accordingly, the Department should investigate this program. 

b. Grants Provided Through the Technology to Improve Trade 
Research and Development Fund Constitute Countervailable 
Subsidies 

i. Financial Contribution 

 As the Department determined in Drill Pipe from China, funds disbursed under this 

program constitute financial contributions, as they are direct transfers of funds under Section 

771(5)(D)(i) of the Act.170 

ii. Benefit 

 Consistent with the Department’s determination in Drill Pipe from China, this program 

confers a benefit under Section 771(5)(E) of the Act.  The benefit to recipients is equal to the 

amount of the grant, as defined in 19 C.F.R. § 351.504(a).171    

                                                
167 Id. 
168 Id. at 30. 
169  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 .  
170 Drill Pipe from China I&D Memo at 28. 
171 Id.  
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iii.  Specificity 

 The Jiangsu Treasury Department provides a special fund to benefit companies’ research 

and development (“R&D”) efforts.172  Established in 2008, the purpose of the fund was to induce 

R&D activities related to export products.173  To receive this grant from Jiangsu Province, a 

company must submit an application that includes information regarding the company’s exports 

or potential exports.174  Furthermore, the GOC has previously recognized in Drill Pipe that the 

Jiangsu Treasury Department considers a company’s exports while evaluating an application for 

benefits.175  In addition to requiring a company’s export data, the application appears to be 

limited to only national or provincial “high-tech enterprises.”176  As the Department found in 

Drill Pipe,177 this program is specific because it is contingent upon export performance and, thus, 

a specific export subsidy within the meaning of Section 771(5A)(B) of the Act.  Furthermore, 

this program is also specific under Section 771(5A)(D)(i) of the Act because only certain 

companies, namely “high-tech enterprises” located in Jiangsu Province, are eligible for benefits.  

Accordingly, the Department should investigate this program.178 

                                                
172 Id. at 27. 
173  Id.  
174  Id.  
175  Id. at 27-28.  
176  Application Form For R&D Assistance of Export Products, attached at Exhibit IV-52 (showing that the 
only options for a company to select regarding its status as a high-tech enterprise are “national” or “provincial”); see 
also Drill Pipe from China I&D Memo at 27-28.  
177  Drill Pipe from China I&D Memo at 28. 
178  Id.  
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C. Provision of Inputs for Less than Adequate Remuneration 

1. The Provision of Pig Iron for Less Than Adequate Remuneration 

a. The GOC Provides Pig Iron to IMTDC Producers for Less 
than Adequate Remuneration  

 As detailed in Petition Volume I, IMTDC are made from iron. Consequently, pig iron is 

generally the primary input used in the production of these products. Within China, pig iron is 

produced primarily by large, state-owned companies.179 In multiple prior proceedings, the 

Department has concluded that Chinese consumers of iron and steel products are able to 

purchase these goods from state-owned producers for less adequate remuneration.180 The 

Department does not appear to have previously investigated the provision of pig iron for less 

than adequate remuneration. However, because pig iron is produced primarily by state-owned 

steel companies in China, the Department should initiate an investigation of this subsidy.  

Petitioner also notes that the Chinese government imposes a tax of 20 percent on exports 

of pig iron from China.181 This reflects Chinese policy that “{t}he export of such preliminarily 

processed products as coke, iron alloy, pig iron, waste steel and steel base (ingot) with high 

energy-consumption and serious pollution shall be restricted and the tax refund for export of 

                                                
179  See Metal Bulletin Directories, Iron & Steel Works of the World Directory 2014, (2014), at 48-105, 
excerpts attached at Exhibit IV-53 . 
180  See, e.g., Issues and Decision Memorandum accompanying Circular Welded Carbon Quality Steel Pipe 
from the People’s Republic of China, 73 Fed. Reg. 31,966 (Dep’t Commerce June 5, 2008) (final affirm. 
countervailing duty determ. and final affirm. determ. of critical circumstances) at 9-12 (“Circular Welded Pipe from 
China I&D Memo”); Welded Line Pipe from China I&D Memo at 18-20; Issues and Decision Memorandum 
accompanying Light-Walled Rectangular Pipe and Tube from the People’s Republic of China, 73 Fed. Reg. 35,642 
(Dep’t Commerce June 24, 2008) (final affirm. countervailing duty investigation determ.) at 8-9 (“Light-Walled 
Rectangular Pipe and Tube I&D Memo”); Wind Towers from China I&D Memo at 20-21 (all finding that Chinese 
producers benefitted from the provision of hot-rolled steel for less than adequate remuneration); Stainless Steel 
Sinks from China I&D Memo at 18-21 (concluding that Chinese producers benefitted from the provision of stainless 
steel for less than adequate remuneration); Galvanized Steel Wire from China I&D Memo at 11-13 (determining that 
Chinese producers benefitted from the provision of wire rod for less than adequate remuneration); Seamless Pipe 
from China I&D Memo at 17-18; OCTG from China I&D Memo at 13-15 (concluding that Chinese producers had 
benefitted from the provision of steel billets for less than adequate remuneration). 
181  See Chinese Export Tax Chart, attached at Exhibit IV-54 . 
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these products shall be decreased or canceled.”182 The Department has recognized that such 

export restraints can have the effect of making an input available in China at a lower price than 

would otherwise be possible.183 As the U.S. Trade Representative recently explained: 

China continues to deploy a combination of export restraints, including export 
quotas, export licensing, minimum export prices, export duties and other 
restrictions, on a number of raw material inputs where it holds the leverage of 
being among the world’s leading producers. Through these export restraints, it 
appears that China is able to provide substantial economic advantages to a wide 
range of downstream producers in China at the expense of foreign downstream 
producers, while creating pressure on foreign downstream producers to move 
their operations, technologies and jobs to China.184 

 
While China has removed export restraints on a number of other steelmaking raw 

materials,185 it continues to impose an export tax on pig iron. This measure, combined with the 

fact that pig iron is produced and sold by the large Chinese state-owned steel producers, indicates 

that Chinese IMTDC producers are able to purchase pig iron at prices below what would 

constitute adequate remuneration. 

b. The GOC’s Provision of Pig Iron to IMTDC Producers for 
Less Than Adequate Remuneration Constitutes a 
Countervailable Subsidy 

i. Financial Contribution 

 The GOC’s provision of pig iron through its state-owned steel producers constitutes a 

financial contribution within the meaning of Section 771(5)(D)(iii).  

                                                
182  Government of the People’s Republic of China, NDRC, Policies for Development of Iron & Steel Industry 
(July 8, 2005), at art. 30 (emphasis added), attached at Exhibit IV-3 .   
183  See, e.g., Issues and Decision Memorandum accompanying Aluminum Extrusions from the People's 
Republic of China, 79 Fed. Reg. 106 (Dep’t. Commerce, Jan. 2, 2014) (final results of countervailing duty admin. 
rev.; 2010 and 2011) (“AE CVD Review I&D Memo”) at 27.  
184  United States Trade Representative, 2014 Report to Congress On China’s WTO Compliance (2014), at 11, 
excerpts attached at Exhibit IV-55 .  
185  Id.  
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ii. Benefit  

This program confers a benefit on recipients because a good is being sold for less than 

adequate remuneration as described in Section 771(5)(E)(iv).  Pursuant to its regulations, the 

Department should compare the price paid to the government authority to the price charged in 

actual transactions between private parties, actual imports, or (where such prices do not reflect 

prices set through actual transactions between private parties, are distorted by government 

involvement in the market, or are not available) world market prices.186  The specific prices that 

Chinese IMTDC producers paid for pig iron and the identities of the state-controlled suppliers 

selling pig iron to them are not reasonably available to Petitioner. However, a comparison of 

Chinese domestic prices with world export and domestic prices published by SteelFirst confirms 

that Chinese domestic prices for pig iron are below prices in other markets.187  This price 

differential provides a substantial benefit to Chinese IMTDC producers who purchase pig iron 

from state-owned and -controlled suppliers in China, and who otherwise benefit by reason of the 

artificially low prices available there. 

iii.  Specificity 

Consistent with the Department’s findings on the provision of steel inputs for less than 

adequate remuneration, this program is specific because pig iron is sold to a limited number of 

enterprises and industries.188  Accordingly, the Department should investigate the receipt of 

benefits by Chinese IMTDC producers under this program pursuant to Section 

771(5A)(D)(iii)(I).  Furthermore, Chinese IMTDC producers necessarily obtain substantial 

quantities of pig iron and thus likely constitute the predominant users of this subsidy.  

                                                
186  19 C.F.R. § 351.511(a)(2). 
187  SteelFirst, Pig Iron Prices, attached at Exhibit IV-56 . 
188  See Circular Welded Pipe from China I&D Memo at 9. 
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Consequently, there is a reasonable basis to believe or suspect that the subsidy is also specific 

under Section 771(5A)(D)(iii)(II) of the Act. 

2. The Provision of Ferrous Scrap for Less Than Adequate 
Remuneration 

a. The GOC Provides Chinese IMTDC Producers Ferrous Scrap 
for Less Than Adequate Remuneration 

Another major material input used in the production of subject merchandise is iron and 

steel scrap (“ferrous scrap”). Ferrous scrap can be produced through several means, including as 

a by-product of iron and steel production, from industrial processes that use iron or steel 

(including the production of IMTDC), and through recovery from items made of iron or steel. 

Such scrap is then used to produce new iron or steel and new iron or steel items. As discussed 

above, China’s steel industry is dominated by SOEs. As explained above, these SOEs also 

dominate the production of pig iron in China. 

The Chinese steel SOEs maintain large scrap processing facilities.189 In addition, the 

Chinese government provides downstream consumers of iron with a subsidy by supplying them, 

through these SOEs, with iron and steel for less than adequate remuneration.190 Ferrous scrap is 

likewise provided, for less than adequate remuneration, through these SOEs.  

Moreover, even purchases that are not made through SOEs are subsidized, due to Chinese 

governmental policies that artificially increase the supply of, and otherwise lower the price of, 

scrap. First, the Chinese government has artificially inflated the supply of scrap through the 

provision of subsidies to the ship breaking industry. Indeed, ship recycling is a major source of 

                                                
189  See Baosteel Group website excerpts, attached at Exhibit IV-57 . 
190  See, e.g., OCTG from China I&D Memo at 15; Steel Cylinders I&D Memo at 21. 
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steel scrap in China.191 Since 2013, China has provided Chinese shipping companies with a 

subsidy of 1,500 yuan per gross ton to replace old ships registered in China with new ones.192 

This program was recently extended until at least 2017.193 The ship building and breaking sector 

in China is largely state-owned, with the two largest ship builders in China, the China State 

Shipbuilding Corporation and the China Shipbuilding Industry Corporation, both owned by the 

government.194 

This program encourages the “breaking” of old ships in China rather than elsewhere.195 

The effect of the program has been to increase the supply of steel scrap in China, which, in turn, 

has helped move scrap prices downward.196 In this way, the shipbreaking subsidy decreases the 

cost of steel scrap for China’s IMTDC producers. 

In addition, the Chinese government imposes an export tax of 40 percent on exports of 

ferrous scrap from China.197 The Department has recognized that such export restraints can have 

the effect of making an input available in China at a lower price than would otherwise be 

available.198 Taken together, these facts establish that Chinese IMTDC producers are able to 

purchase scrap in China at unduly low prices.  Consequently, this subsidy should be investigated. 

                                                
191  Zhong Nan, Weak scrap demand hits China’s ship recycling business, China Daily USA (Feb. 19, 2014), 
attached at Exhibit IV-58 . 
192  Joanne Chiu, China Unveils Subsidy Program for Scrapping Old Ships, The Wall Street Journal (Dec. 9, 
2013), attached at Exhibit IV-59 . 
193  UPDATE 1 - China extends ship scrapping subsidy programme to end-2017, Reuters (June 23, 2015), 
attached at Exhibit IV-60 . 
194  About China Shipbuilding Industry Corporation, attached at Exhibit IV-61 ; China State Shipbuilding 
Corporation Groups Profile, attached at Exhibit IV-62 . 
195  Wendy Laursen, Chinese Subsidies Spark Shipbreaking Debate, The Maritime Executive (Apr. 12, 2015), 
attached at Exhibit IV-63 .  
196  See China’s ship breakers face another year of losses, says industry body, Platts (Mar. 25, 2014), attached 
at Exhibit IV-64 . 
197  See Chinese Export Tax Chart, attached at Exhibit IV-54 . 
198  See, e.g., AE CVD Review I&D Memo at 27.  
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b. The GOC’s Provision of Ferrous Scrap to IMTDC Producers 
for Less Than Adequate Remuneration Constitutes a 
Countervailable Subsidy 

i. Financial Contribution 

 The GOC’s provision of ferrous scrap through its state-owned steel producers constitutes 

a financial contribution within the meaning of Section 771(5)(D)(iii).  

ii. Benefit  

This program confers a benefit on recipients because a good is being sold for less than 

adequate remuneration as described in Section 771(5)(E)(iv).  Pursuant to its regulations, the 

Department should compare the price paid to the government authority to the price charged in 

actual transactions between private parties, actual imports, or (where such prices do not reflect 

prices set through actual transactions between private parties, are distorted by government 

involvement in the market, or are not available) world market prices.199  The specific prices that 

Chinese IMTDC producers paid for ferrous scrap and the identities of the state-controlled 

suppliers selling this critical input to them are not reasonably available to Petitioner. However, a 

comparison of Chinese domestic prices with world export prices confirms that Chinese domestic 

prices for ferrous scrap are below prices in other markets.200    

To this end, on the one occasion where a scrap subsidy was previously alleged, the 

Department declined to initiate on the grounds that the petitioners in that case had not provided 

adequate pricing information for scrap, and had not shown that export restraints in fact resulted 

in lower prices.201 Accordingly, Petitioner is including information on scrap prices in China, 

                                                
199  19 C.F.R. § 351.511(a)(2). 
200  SteelFirst, Scrap Iron Prices, attached at Exhibit IV-65 . 
201 Certain Oil Country Tubular Goods from the People's Republic of China, 74 Fed. Reg.  20,678, 20,680 
(Dep’t. Commerce, May 5, 2009) (initiation of countervailing duty investigation). 
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Taiwan, and Turkey (the largest importer of scrap in the world).202 A review of these prices 

shows that, historically, Chinese scrap prices were higher than those in other countries. However, 

as a result of the aforementioned government policies, Chinese prices have fallen and are 

currently below those of India and very close to those of Turkey. This is evidence that the 

policies described above have had the effect of lowering scrap prices in China.  Accordingly, the 

Department should initiate an investigation of this allegation. 

iii.  Specificity 

Consistent with the Department’s findings on the provision of steel inputs for less than 

adequate remuneration,203 this program is specific because ferrous scrap is sold to a limited 

number of enterprises and industries.  Accordingly, the Department should investigate the receipt 

of benefits by Chinese IMTDC producers under this program pursuant to Section 

771(5A)(D)(iii)(I).  Furthermore, IMTDC producers necessarily obtain substantial quantities of 

ferrous scrap and, thus, likely constitute the predominant users of this subsidy.  Consequently, 

there is a reasonable basis to believe or suspect that the subsidy is also specific under Section 

771(5A)(D)(iii)(II) of the Act. 

3. Provision of Electricity for Less Than Adequate Remuneration 

a. Chinese IMTDC Producers Receive Electricity for Less Than 
Adequate Remuneration 

 Like many of the direct subsidies granted to Chinese industries, it is widely known that 

particular industries are eligible for discounted electricity rates in an effort to promote 

production.204  The Department should investigate this program for the reasons detailed below.  

                                                
202  SteelFirst, Scrap Prices, attached at Exhibit IV-65 . 
203  See Circular Welded Pipe from China I&D Memo at 9. 
204 In 2004, Commerce Secretary Donald Evans cited Chinese utility subsidies as an unfair trade advantage.  
See Peter Navarro, Report of ‘The China Price Project,’ Merage School of Business, University of California-Irvine 
(Jan. 2007) at 12, attached at Exhibit IV-66 . 
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 The Department has previously determined that electricity rates differ across regions, and 

has indicated that it would continue to investigate the provision of electricity at preferential 

rates.205  In Line Pipe from China, it was not until verification that the Department discovered 

that the NDRC establishes electricity rates for the provinces and that the individual provinces do 

not establish these rates by themselves.206  As the Department stated, “{b}ecause this key aspect 

of our understanding of the level of government setting electricity rates came to light only at 

verification, we did not have the opportunity to seek additional information on the NDRC’s 

price-setting methodology or its costs for electricity.” 207  This development is especially 

important with regard to specificity.  Indeed, if the central government is establishing different 

rates for different provinces, then the subsidy is regionally specific even if prices are uniformly 

applied within each province.  Following the Department’s discovery in Line Pipe from China 

regarding electricity rates, it made clear that in “any future administrative review of this 

proceeding as well as in other China CVD proceedings (where relevant and practicable), we 

intend to investigate and analyze further the electricity rate-setting authority in China and the 

considerations that go into setting those rates to determine whether a countervailable benefit is 

provided by the administering authority.”208  Indeed, most recently, in Boltless Steel Shelving, 

the Department specifically requested province-by-province information from the GOC on: 

 (1) how increases in the cost elements in the price proposals led to retail price 
increases for electricity; (2) how increases in labor costs, capital expenses and 
transmission, and distribution costs are factored into the price proposals for 
increases in electricity rates; and (3) how the cost element increases in the price 

                                                
205 See Issues and Decision Memorandum accompanying Laminated Woven Sacks from the People’s Republic 
of China, 73 Fed. Reg. 35, 639 (Dep’t Commerce June 24, 2008) (final affirm. countervailing duty determ. and final 
affirm. determ., in part, of critical circumstances) at 26-27 (“Laminated Woven Sacks I&D Memo”).  
206 Welded Line Pipe from China I&D Memo at 29. 
207 Id.  
208 Id.  
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proposals and the final price increases were allocated across the province and 
across tariff end-user categories.209  
 

 Petitioner has reason to believe that the NDRC employs preferential electricity rates as a 

policy tool to promote and encourage the development of China’s IMTDC industry.  Subsidies, 

including subsidized energy, “exist in all industries that the Chinese state and provincial 

governments consider economically or strategically important,”210 such as iron and iron-

consuming industries.  In addition, because much of the electricity is generated by SOEs, the 

Chinese government continues to use energy prices as a tool of coercion by rewarding favored 

producers who are in line with stated policies with lower rates, and withdrawing preferred rates 

from those who are not.  Reports indicate that the price of non-compliance with certain 

government directives may be the loss of electricity altogether.211 

 Aside from the central government, many provinces and local governments in China have 

established policies that provide preferential electricity rates to attract investment to their 

respective areas.  In particular, provincial and local governments have created special economic 

areas that offer numerous incentives to investors.  In addition to tax incentives, investors often 

also receive additional concessions, including fee waivers for facilities, such as electricity.212  

 While data on the actual rates given to individual companies are unavailable, Petitioner 

reasonably believes that Chinese IMTDC producers benefitted from electricity at no cost or at 

rates well below market value during the POI, given China’s industrial policies favoring its iron 

and iron-consuming industries.  Accordingly, the Department should investigate this program. 
                                                
209  Boltless Shelving from China I&D Memo at 7. The GOC did not provide the requested data. 
210 See China’s WTO Compliance and Industrial Subsidies: Hearing Before the U.S.-China Economic and 
Security Review Comm’n, 109th Congress (Apr. 4, 2006) at 47 (statement of Dr. Usha C.V. Haley, Director, Global 
Business Center, University of New Haven), excerpts attached at Exhibit IV-67 .  
211 See, e.g., Polluters Will Be Forced to Pay More, People’s Daily Online (June 27, 2007), attached at 
Exhibit IV-68 . 
212 See Foreign Direct Investment in China: What the Figures Don’t Tell Us, attached at Exhibit IV-69 .  

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



PUBLIC DOCUMENT 
 

 

56 
13889454.13 

b. Chinese IMTDC Producers’ Receipt of Electricity for Less 
Than Adequate Remuneration Constitutes a Countervailable 
Subsidy 

i. Financial Contribution 

 As the Department has previously determined,213 the provision of electricity at discounted 

prices is a financial contribution because the GOC is “providing goods or services” under 

Section 771(5)(D)(iii) of the Act.   

ii. Benefit 

 Because the various levels of the Chinese government provide discounted electricity to 

Chinese IMTDC producers, they are providing a good or service “for less than adequate 

remuneration” under Section 771(5)(E) of the Act.  Consistent with Section 771(5)(E) of the Act, 

the Department should determine the benefit to subject producers by evaluating the “price, 

quality, availability, marketability, transportation, and other conditions of purchase” in relation 

to the conditions available to other users of electricity in China and/or market principles.  

Petitioner also notes that Article 15 of China’s WTO Accession Protocol allows the Department 

to “use methodologies for identifying and measuring the subsidy benefit which take into account 

the possibility that prevailing terms and conditions in China may not always be available as 

appropriate benchmarks.”214 

iii.  Specificity 

 Under Section 771(5A)(D)(iii) of the Act, the provision of discounted electricity is de 

facto specific because officials use their discretion to administer the discounted rates to a limited 

                                                
213 See Boltless Shelving from China I&D Memo at 15-16; Issues and Decision Memorandum accompanying 
Certain Kitchen Appliance Shelving and Racks from the People’s Republic of China, 78 Fed. Reg. 63,166 (Dep’t 
Commerce Oct. 23, 2013) (countervailing duty admin. rev.; 2011) at 10-11; see Issues and Decision Memorandum 
accompanying Certain Kitchen Shelving and Racks from the People’s Republic of China, 74 Fed. Reg. 37,012 
(Dep’t Commerce July 27, 2009) (final affirm. countervailing duty determ.) at 5-6, 13 (“Kitchen Shelving and Racks 
I&D Memo”). 
214  China’s WTO Accession Protocol ¶I 15(b), attached at Exhibit IV-21 . 
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group of preferred enterprises and industries, specifically, priority industries such as the IMTDC 

industry.  Petitioner believes that these decisions are made pursuant to policy directives and 

measures issued by the central and provincial governments.  It is also Petitioner’s belief that 

China’s provincial and local governments provide industries (including the IMTDC industry) 

located in certain special economic areas with electricity at preferential rates.  Accordingly, this 

program is also specific pursuant to Section 771(5A)(D)(iv) of the Act because discriminatory 

pricing on a regional basis by a central government is specific under the statute. 

4. The Provision of Water for Less Than Adequate Remuneration 

a. Chinese IMTDC Producers Receive Water for Less Than 
Adequate Remuneration  

 Based on reasonably available information, Petitioner believes that Chinese IMTDC 

producers benefit from preferential water rates and usage restrictions.  Reports indicate that the 

Chinese government continues to provide large subsidies for water,215 which is a scarce 

commodity in China.216  Given that China’s iron and iron-consuming industries are priority 

industries that receive significant financial benefits from the government, together with the fact 

that significant quantities of water are involved in IMTDC production, it is likely that Chinese 

IMTDC producers receive benefits under this program. Moreover, aside from the central 

government, many provincial and local governments in China have established policies that 

provide preferential treatment to attract investment to their respective areas.  In particular, 

provincial and local governments have created special economic areas that offer numerous 

incentives to investors.   

                                                
215  Dexter Roberts, China Faces a Water Crisis, Bloomberg Businessweek (Apr. 15, 2009), attached at 
Exhibit IV-49 . 
216 Dexter Roberts, China Faces a Water Crisis, Bloomberg Businessweek (Apr. 15, 2009), attached at 
Exhibit IV-49 ; Michael Kitchen, China Faces Its Worst Economic Crisis: Water, Market Watch (Jul. 31, 2013), 
attached at Exhibit IV-70 . 
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 For example, Jiangsu Province gives preferences to foreign invested companies for 

access to water supply.  Indeed, according to the authorized government portal site to China, 

china.org.cn217 

{w}ater and electricity required in production by foreign-invested enterprises, 
shall be included in supply plans established by each city, and these enterprises 
will be guaranteed priority in their supply. For export-oriented and 
technologically advanced enterprises with foreign investment, cost of water and 
electricity will be charged at the planning price; other foreign-invested 
enterprise will have their charges calculated on the same basis and be charged at 
the same price paid by local state-owned enterprises. 

Foreign-invested enterprises would be exempt from additional complimentary 
charges for water and electricity construction and capacity enlargement.218 

Because there are a number of IMTDC producers located in Jiangsu Province, several of which 

may be FIEs, it is likely that Chinese IMTDC producers receive preferential water rates and tax 

incentives.219  In addition to tax incentives, it is Petitioner’s belief that many of these provinces 

likely provide preferential water rates and usage restrictions. 

 For these reasons, and as it did in Light-Walled Rectangular Pipe and Tube, the 

Department should initiate and investigate this subsidy program.220   

b. Chinese IMTDC Producers’ Receipt of Water for Less Than 
Adequate Remuneration Constitutes a Countervailable 
Subsidy 

i. Financial Contribution 

 The provision of water at discounted prices is a financial contribution because the GOC is 

“providing goods or services” under Section 771(5)(D)(iii) of the Act.     

                                                
217 About Us: China Internet Information Center, China.org.cn, attached at Exhibit IV-71 .  
218 Taxation Regulation and Tax Incentives, China.org.cn, attached at Exhibit IV-72 . 
219  Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
220  See Light-Walled Rectangular Pipe and Tube I&D Memo at 11.  
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ii. Benefit 

 Because the central, local and provincial governments provide discounted water to 

IMTDC producers, they are providing a good or service “for less than adequate remuneration” 

under Section 771(5)(E) of the Act.  In calculating “prevailing market conditions for the good or 

service being provided,” Article 15 of China’s WTO Accession Protocol allows the Department 

to “use methodologies for identifying and measuring the subsidy benefit which take into account 

the possibility that prevailing terms and conditions in China may not always be available as 

appropriate benchmarks.”221 

iii.  Specificity 

 Under Section 771(5A)(D)(iii) of the Act, the provision of preferential water rates and 

usage restrictions is de facto specific because officials use their discretion to administer the 

benefits to a limited group of preferred enterprises and industries, specifically, encouraged 

industries such as the iron and iron-consuming industries.  Petitioner believes that these decisions 

are made pursuant to policy directives and measures issued by the central and provincial 

governments.  It is also Petitioner’s belief that China’s provincial and local governments provide 

industries (including the IMTDC industry) located in certain special economic areas and 

provinces, such as Jiangsu Province, with preferential water rates and usage restrictions.  

Accordingly, this program is also specific pursuant to Section 771(5A)(D)(iv) of the Act because 

discriminatory pricing on a regional basis by a provincial or local government is specific under 

the statute.  Accordingly, as it did in Light-walled Rectangular Pipe and Tube, the Department 

should investigate this program. 

                                                
221  China’s WTO Accession Protocol ¶I 15(b), attached at Exhibit IV-21 .  
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D. Provision of Land for Less Than Adequate Remuneration 

1. Provision of Land-Use Rights by the GOC for Less Than Adequate 
Remuneration 

a. Chinese IMTDC Producers Receive Land-Use Rights from the 
GOC for Less Than Adequate Remuneration 

 As the Department has previously concluded, the Chinese government, “either at the 

national or local level, is the ultimate owner of all land in China.”222  Private companies may 

purchase land-use rights, either from a government or from another holder of land-use rights, but 

the national and local governments do not provide the rights consistent with market principles.223  

Instead, Chinese national or local governments often take land from farmers without fair 

compensation and transfer the land to industrial users.224 

 Information relating to specific land-use rights by Chinese IMTDC producers is not 

reasonably available to Petitioner.  However, publicly available information indicates that 

IMTDC producers use land that would have been acquired through the corrupt, opaque, and 

preferential land sale process prevalent in China.  Specifically, China’s iron policies instruct 

government agencies to provide such land-use rights to favored projects and producers, including 

iron projects and producers in the IMTDC industry.  For instance, the GOC’s Decision No. 4 

instructs “people’s governments of all provinces, autonomous regions, and municipalities” to 

formulate policies on land in order to implement industrial policies, including those aimed at 

buttressing China’s IMTDC industry.225  Recent policies implemented pursuant to this directive 

include the Iron and Steel Industry Adjustment and Revitalization Plan Outline of Jiangsu 

                                                
222 Certain New Pneumatic Off-The-Road-Tires from the People’s Republic of China, 72 Fed. Reg. 71,360, 
71,369 (Dep’t Commerce Dec. 17, 2007) (prelim. affirm. countervailing duty determ.).  
223 Welded Line Pipe from China I&D Memo at 16. 
224 Id.  
225  Decision of the State Council on Promulgating and Implementing the “Temporary Provisions on Promoting 
Industrial Structure Adjustment,” No. 40 (2005), at Preamble, attached at Exhibit IV-4 .  
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Province (home to a number of IMTDC producers, including Changzhou Changjiang Gear Co., 

Ltd., Changzhou Baoxin Metallurgy Equipment Manufacturing Co. Ltd, and Changzhou 

Gangyou Lifting Equipment Co., Ltd.), which directs government agencies to “give{} land use 

priority” to designated iron projects.226 

 Moreover, other IMTDC producers are eligible to receive discounted or free land-use 

rights due to their location in certain industrial zones.  According to the GOC, a primary goal of 

these industrial zones is to implement “the strategy for the economic development of the coastal 

areas, to bring{} into full play the advantages of the coastal areas, to actively promot{e) an 

export-oriented economy, and to boost{} the modernization drive in building socialism in 

China.”227  In furtherance of these objectives, the GOC as well as China’s provincial and local 

governments provide discounted land use rights to encourage key enterprises and industries to 

locate themselves in industrial zones and to promote their exports.  For instance, according to a 

document prepared by China’s MOFCOM, the GOC offers discounted land use rights to 

industrial companies located in the Caofeidian Industrial Zone.228  As detailed in Exhibit I-11 , 

several Chinese IMTDC producers are located in industrial zones and, consequently, likely 

received land-use rights for less than adequate remuneration. 

 Additionally, as the Department has previously determined, SOEs typically receive land 

for free.229  According to news reports, “state companies get low-cost or even free land from the 

                                                
226  Provincial Government Notice on the Issuance of the Jiangsu Province Iron and Steel Industry Industrial 
Adjustment and Revitalization Plan Outline, Su Zheng Fa, No. 81 (May 20, 2009) at 5-6, attached at Exhibit IV-73 . 
227  GOC State Council, Development Zones (Mar. 18, 1988), attached at Exhibit IV-74 . 
228  MOFCOM, Caofedian Industrial Zone Overview, at “Iron & steel industry” and “Charge rates for the right 
to use land and coast line resources”, attached at Exhibit IV-75 . 
229 See Welded Line Pipe from China I&D Memo at 16. 
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government. . . .”230  Indeed, according to the Unirule Institute of Economics, an independent 

Chinese think tank, SOEs as a whole were unprofitable between 2001 and 2009 taking into 

account subsidies such as “unpaid rent for using public land. . . .”231   There are two types of land 

use rights for state-owned property – “allocated” (i.e., for SOEs), and “granted” (i.e., for private 

entities).  According to the World Bank, “the allocated land use right is usually given for free 

with no time limit . . . .”232  However, only government entities such as SOEs are eligible to 

receive allocated land use rights.  Private entities or foreign investors are ineligible to own or 

occupy allocated land.233   

 Even SOEs that have been partially privatized receive land for free or on a discounted 

basis.234 Recently privatized SOEs are permitted to keep the free land appropriations that they 

received previously, which allow them to continue to use the land “free of charge.”235 As a 

result, the GOC has implemented a land tenure system that provides preferences to SOEs.  This 

preferential basis that the GOC grants land to SOEs continues even through privatization or 

government-mandated mergers.  While ownership information on Chinese IMTDC producers is 

not readily available, Petitioner has reason to believe that one or more are SOEs or have only 

been partially privatized, and therefore likely received free or highly-discounted land.   

                                                
230  Dexter Roberts, How China May Lose A Chance For Reform, Bloomberg BusinessWeek (Oct. 11, 2013), 
attached at Exhibit IV-76 .  
231  Duanjie Chen, China’s State-Owned Enterprises: How Much Do We Know? From CNOOC To Its Siblings, 
6 Univ. Calgary 19 at 6 (June 2013), excerpt attached at Exhibit IV-77 .  
232  World Bank, Doing Business: Registering Property In China, attached at Exhibit IV-78 . 
233  Id. 
234  Belton M. Fleisher, Policy Reform and Chinese Markets: Progress and Challenges, at 54-56, excerpts 
attached at Exhibit IV-79 .  
235  Id. 
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 As it did in Laminated Woven Sacks236 and Line Pipe,237 the Department should 

investigate the provision of land to Chinese companies, as it constitutes a countervailable subsidy 

in the form of land-use rights provided for less than adequate remuneration.   

b. The Receipt of Land-Use Rights for Less Than Adequate 
Remuneration Constitutes a Countervailable Subsidy 

i. Financial Contribution 

 The provision of land to IMTDC producers by the Chinese government at a discounted 

rate, or for free, is a financial contribution under Section 771(5)(D)(iii) of the Act because the 

government is providing a good or service for less than adequate remuneration.  

ii. Benefit 

 Consistent with the Department’s findings in prior cases,238 because the government 

provides land to IMTDC producers at discounted rates, or even for free, the government is 

providing a good or service “for less than adequate remuneration,” under Section 771(5)(E) of 

the Act.  Petitioner also notes that, Article 15 of China’s WTO Accession Protocol allows the 

Department to “use methodologies for identifying and measuring the subsidy benefit which take 

into account the possibility that prevailing terms and conditions in China may not always be 

available as appropriate benchmarks.”239 

iii.  Specificity 

 Petitioner has a reasonable basis to believe that the land-use policies are administered on 

a specific basis for purposes of Section 771(5A)(D)(iii) of the Act because land use rights are 

provided to a limited number of enterprises or industries, and in particular the iron and iron-

                                                
236 See Laminated Woven Sacks I&D Memo at 14-18. 
237 Welded Line Pipe from China I&D Memo at 13-18. 
238  See, e.g., id. at 14; Laminated Woven Sacks I&D Memo at 14-18. 
239 China’s WTO Accession Protocol ¶I 15(b), attached at Exhibit IV-21 . 
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consuming industries.  The GOC limits access to this program to certain SOEs, which indicates 

specificity under Section 771(5A)(D)(i).  Furthermore, the subsidy is specific under Section 

771(5A)(D)(iv) of the Act where it is provided to an enterprise or industry located within a 

designated geographical region within the jurisdiction of the authority providing the subsidy.  

Additionally, land use rights that are granted to promote exports to enterprises and industries 

located in China’s industrial zones are specific within the meaning of Sections 771(5A)(A) and 

(B) of the Act because they are contingent upon export.        

E. Tax Benefit Programs 

 The local, provincial, and central Chinese governments provide a variety of tax 

exemptions, reductions, and credits that directly benefit China’s IMTDC producers.  These 

programs, detailed below, have provided and continue to provide a financial contribution to 

IMTDC producers in the form of revenue foregone by the Chinese government, and are 

countervailable subsidies under Section 771 of the Act.   

1. Income Tax Reductions under Article 28 of the Enterprise Income 
Tax 

a. The GOC Provides Tax Benefits Under Article 28 of the EIT to 
IMTDC Producers 

 The Enterprise Income Tax Law of the People’s Republic of China (“EIT”) was adopted 

on March 16, 2007 by the 5th Session of the 10th National People’s Congress of the People’s 

Republic of China and came into effect on January 1, 2008.240  The EIT allows for certain 

enterprises to reduce their tax liability by up to 10 percent.241  According to Article 28 of the 

EIT, “{e}nterprise income tax for State-encouraged high and new technology enterprises shall be 

                                                
240 Enterprise Income Tax Law of the People’s Republic of China, No. 63 (Mar. 16, 2007), attached at Exhibit 
IV-80. 
241 See id. 
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levied at a reduced rate of 15%.”242  The standard corporate tax rate in China is 25 percent.243  

“Under this program, an enterprise must undergo an application, designation and certification 

process, and upon approval by the relevant authorities, is then issued a High and New Tech 

Enterprise Certificate, before it can claim the tax benefits under Article 28.”244  

 Publicly available evidence regarding IMTDC producers’ receipt of benefits under this 

program is lacking.  That said, the GOC has previously designated producers in favored 

industries as “High and New Tech Enterprises.”245  Moreover, the English language websites of 

several IMTDC producers indicate that they may be “High and New Tech Enterprises.” For 

instance, Changzhou Chengwei Foundry Limited has been identified as a “private science and 

technology enterprise” in both the Changzhou and Jiangsu provinces.246  Furthermore, Ningbo 

Blue Machines Co., Ltd. is located in a Hi-Tech Zone and Ningbo Fulong Synchronous Belt Co. 

Ltd has been designated as a “hi-tech enterprise.”247  For these reasons, it is likely that one or 

more IMTDC producers qualify as “High and New Tech Enterprises” that has received benefits 

under this program.  Accordingly, as it has done in prior cases, the Department should 

investigate this program. 

                                                
242 Id. 
243 Id. 
244 Steel Wheels from China I&D Memo at 34. 
245 Id.  
246  Changzhou Chengwei Foundry Limited Company website excerpt, attached at Exhibit IV-81 . 
247  Ningbo Blue Machines Co., Ltd. website excerpt, attached at Exhibit IV-24 ; Ningbo Fulong Synchronous 
Belt Co. Ltd. website excerpts, attached at Exhibit IV-25 . 
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b. Tax Benefits Under Article 28 of the EIT Constitute 
Countervailable Subsidies 

i. Financial Contribution 

 These preferential tax benefits provide a financial contribution in the form of revenue 

foregone by the Chinese government, pursuant to Section 771(5)(D)(ii) of the Act. 

ii. Benefit 

 This program provides a benefit to the recipient in the amount of the tax savings from the 

program, pursuant to 19 C.F.R. § 351.509(a)(1). 

iii.  Specificity 

 These benefits are specific under Section 771(5A)(D)(i) of the Act because the recipients 

are limited as a matter of law to certain enterprises, namely, firms designated as important high- 

and new-technology enterprises that are necessary to be supported by the state.248  

2. Tax Offsets for Research and Development under the EIT 

a. The GOC Provides Tax Offsets for Research and Development 
under the EIT 

 As the Department recently found, Article 30 of the EIT created a new program regarding 

the deduction of research and development (“R&D”) expenses by companies, which allows 

enterprises to deduct, through tax deductions, research expenditures incurred in the development 

of new technologies, products, and processes.249  Article 95 of Regulation 512 provides that, if 

eligible research expenditures do not “form part of the intangible assets value,” an additional 50 

percent deduction from taxable income may be taken on top of the actual accrual amount.250   

Where these expenditures farm the value of certain intangible assets, the expenditures may be 

                                                
248 See Enterprise Income Tax Law of the People’s Republic of China, No. 63 (Mar. 16, 2007), at arts. 25, 28, 
attached at Exhibit IV-80 . 
249 See id.; see also CSPV from China I&D Memo at 17; Wind Towers from China &D Memo at 18-19. 
250 See CSPV from China I&D Memo at 17; Wind Towers from China I&D Memo at 18. 
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amortized based on 150 percent of the intangible assets costs.251  The Department has found that 

this program is specific because it is limited to research and development in eligible high-

technology sectors.252 

 Publicly available evidence regarding IMTDC producers’ receipt of benefits under this 

program is lacking.  That said, the Department has previously found that the companies involved 

in China’s favored industries, have received benefits under this program.253  Moreover, the 

English language websites of several IMTDC producers indicate that they are hi-tech enterprises 

that qualify for benefits under this program.  For instance, Changzhou Chengwei Foundry 

Limited has been identified as a “private science and technology enterprise” in both Changzhou 

and Jiangsu provinces.254  Furthermore, Ningbo Blue Machines Co., Ltd. is located in a Hi-Tech 

Zone and Ningbo Fulong Synchronous Belt Co. Ltd has been designated as a “hi-tech 

enterprise.”255  As a result, Petitioner has reason to believe that one or more IMTDC producers 

have received benefits under this program.  Therefore, consistent with its past practice, the 

Department should investigate this program. 

                                                
251 CSPV from China I&D Memo at 17; Wind Towers from China I&D Memo at 18. 
252 CSPV from China I&D Memo at 17; Wind Towers from China I&D Memo at 18. 
253 See Wind Towers from China I&D Memo at 18-19.  As the Department has repeatedly found, the steel 
industry is a favored industry in China.  See supra Part III.B. 
254  Changzhou Chengwei Foundry Limited Company website excerpt, attached at Exhibit IV-81 . 
255  Ningbo Blue Machines Co., Ltd. website excerpt, attached at Exhibit IV-24 ; Ningbo Fulong Synchronous 
Belt Co. Ltd. website excerpts, attached at Exhibit IV-25 . 
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b. Tax Offsets for Research and Development under the EIT 
Constitute Countervailable Subsidies 

i. Financial Contribution 

 Consistent with the Department’s prior determinations, tax offsets for research and 

development provide a financial contribution in the form of revenue foregone by the Chinese 

government, pursuant to Section 771(5)(D)(ii) of the Act.256 

ii. Benefit 

 This program provides a benefit to the recipient in the amount of the tax savings from the 

program, pursuant to 19 C.F.R. § 351.509(a)(1).257 

iii.  Specificity 

 As the Department recently concluded, these benefits are specific under Section 

771(5A)(D)(i) of the Act because the recipients are limited as a matter of law to certain 

enterprises, namely those with R&D in eligible high-technology sectors.258 

3. The Two Free/Three Half Program for Foreign-Invested Enterprises  

a. The Two Free/Three Half Program for Foreign-Invested 
Enterprises Provides a Tax Subsidy for Chinese IMTDC 
Producers 

 In an effort to encourage foreign investment in China, the Chinese government enacted 

the Foreign Invested Enterprise and Foreign Enterprise Income Tax Law (“FIE Tax Law”) in 

1991.259  A company with foreign investment is called a Foreign-Invested Enterprise (“FIE”) 

and, as such, becomes eligible for a number of tax subsidies.   

                                                
256 See CSPV from China I&D Memo at 17; Wind Towers from China I&D Memo at 18. 
257 CSPV from China I&D Memo at 17; Wind Towers from China I&D Memo at 18. 
258 CSPV from China I&D Memo at 17; Wind Towers from China I&D Memo at 18. 
259 See Income Tax Law of the People’s Republic of China on Enterprises with Foreign Investment and 
Foreign Enterprises, No. 45 (Apr. 9, 1999), attached at Exhibit IV-82 .  See Coated Free Sheet from China I&D 
Memo at 10.   
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 One such subsidy is provided under the “Two Free/Three Half” Program.  According to 

Article 8 of the FIE Tax Law, FIEs that are profitable and scheduled to operate for not less than 

ten years are exempt from income tax in their first two profitable years and pay only half of the 

applicable tax rate for the following three years.260  China implemented a new tax regime on 

January 1, 2008, intended to eliminate discrepancies between tax rates for domestically-owned 

companies and FIEs.  Article 57 of the new EIT grandfathered benefits for FIEs that were 

entitled to special tax rates under the previous regime.261  Specifically, the Announcement 

Regarding Transitional Favourable Policies in Implementing the Law of Corporate Income Tax, 

issued on December 29, 2007, provides that companies registered with the Administration of 

Commerce and Industry before March 16, 2007 would continue to be entitled to receive the 

following:  

{P}revious low tax rates {which} will be phased into the {new} statutory 
tax rates over five years after the implementation of the New Tax Law.  
Companies with {a} 15% corporate tax rate will be subject to a tax rate of 
18% in 2008, 20% in 2009, 22% in 2010, 24% in 2011, and 25% in 
2012.262   
 

The standard corporate income tax rate in China (absent incentives) is now 25 percent.263 Tax 

incentives are “two years of tax free followed by three years of 50%” (i.e., the ‘Two Free/Three 

Half’ Program discussed above).264 Companies receiving these incentives will be permitted to 

continue to receive them until the incentives expire as provided under prior tax laws and 

                                                
260 Coated Free Sheet from China I&D Memo at 10-11. 
261 See Enterprise Income Tax Law of the People’s Republic of China, No. 63 (Mar. 16, 2007), attached at 
Exhibit IV-80 . 
262 Announcement Regarding Transitional Favourable Policies in Implementing The Law of Corporate Income 
Tax (Dec. 29, 2007), attached at Exhibit IV-83 . 
263 China Enacts New Corporate Income Tax Law, Industry Week (July 11, 2007), attached at Exhibit IV-84 .  
264  Announcement Regarding Transitional Favourable Policies in Implementing The Law of Corporate Income 
Tax (Dec. 29, 2007), attached at Exhibit IV-83 . 
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regulations.  Furthermore, those companies which were approved but which had not yet made a 

profit will start receiving tax incentives beginning in 2008.265 The benefits of this program, 

therefore, have remained available throughout the POI. 

 Based on publicly available information, Petitioner believes that a number of Chinese 

IMTDC producers likely benefited from the “Two Free/Three Half” program.  At least one 

IMTDC producer, Hangzhou Vision Chain Transmission Co., Ltd.,266 is an FIE, and therefore 

automatically qualifies for benefits under this program.  However, IMTDC producers that are 

FIEs are by no means limited to this one company and likely include many more, given that there 

are currently more than 400,000 registered FIEs in China.267  Pursuant to China’s Income Tax 

Law of the People’s Republic of China Enterprises with Foreign Investment and Foreign 

Enterprises, an “enterprise with foreign investment” includes Chinese-foreign equity joint 

ventures, Chinese-foreign contractual joint ventures, and foreign capital enterprises that are 

established in China.268  However, given the general lack of transparency and the opaque nature 

of many Chinese enterprises’ ownership structures, together with the Chinese government’s 

apparent discretion in determining which enterprises constitute FIEs, Petitioner has been unable 

to definitively identify additional FIEs.  Accordingly, Petitioner respectfully requests that the 

Department further investigate which Chinese IMTDC producers are FIEs, as they have likely 

benefitted from this and other tax benefit programs for FIEs. 

                                                
265  Id.  
266  Hangzhou Vision Chain Transmission Co., Ltd. website excerpts, attached at Exhibit IV-38 . 
267 China Foreign Invested Enterprises (FIEs), China Glocal, attached at Exhibit IV-85 .  
268 See Income Tax Law of the People’s Republic of China on Enterprises with Foreign Investment and 
Foreign Enterprises, No. 45 (Apr. 9, 1999) at art. 2, attached at Exhibit IV-82 .   
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b. The Two Free/Three Half Program for Foreign-Invested 
Enterprises Constitutes a Countervailable Subsidy  

i. Financial Contribution 

  Consistent with its findings in Aluminum Extrusions,269 Wire Decking,270 Coated Free 

Sheet Paper271 and Certain Coated Paper Suitable for High-Quality Print Graphics,272 the tax 

exemptions and reductions disbursed under the “Two Free/Three Half” program constitute 

financial contributions in the form of revenue foregone by the GOC consistent with Section 

771(5)(D)(ii) of the Act. 

ii. Benefit 

 This program provides a benefit under Section 771(5)(E).273  The benefit conferred is 

equal to the taxes saved by the recipients, under 19 C.F.R. § 351.509(a)(1). 

iii.  Specificity 

 Consistent with the Department’s determination in Coated Free Sheet, the “Two 

Free/Three Half” program is specific under Section 771(5A)(D)(i) because it is “limited as a 

matter of law to certain enterprises” (i.e., ‘productive’ FIEs).274 

4. Income Tax Reductions for Export-Oriented FIEs 

a. The GOC Provides Income Tax Reductions for Export-
Oriented FIEs 

 According to China’s subsidies notification, an FIE may continue to pay half of its 

applicable income tax rate following the expiration of the “Two Free/Three Half Program” if 
                                                
269 See Aluminum Extrusions from China I&D Memo at 19. 
270 See Wire Decking from China I&D Memo at 23. 
271 See Coated Free Sheet from China I&D Memo at 10-11. 
272 See Issues & Decision Memorandum accompanying Certain Coated Paper Suitable for High-Quality Print 
Graphics Using Sheet-Fed Presses from the People’s Republic of China, 75 Fed. Reg. 59,212 (Dep’t Commerce 
Sept. 27, 2010) (final affirm. countervailing duty determ.) at 13-14 (“Print Graphics I&D Memo”). 
273  See Wire Decking from China I&D Memo at 23. 
274 Coated Free Sheet from China I&D Memo at 11; see OCTG from China I&D Memo at 16. 
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exports constitute 70 percent of the company’s sales.275  Export-oriented enterprises in specially 

designated zones already eligible to pay half the standard income tax rate may receive a further 

rate reduction through this program pursuant to the Rules for the Implementation of the Income 

Tax Law for Enterprises with Foreign Investment and Foreign Enterprises.276 

 As noted above, at least one Chinese IMTDC producer appears to qualify as an FIE and 

likely many more. Accordingly, to the extent that this FIE satisfies the requisite export levels, it 

has likely benefitted from this program.  Evidence indicates that many Chinese IMTDC 

producers are heavily export-oriented.  For instance, the majority – 75 percent – of Hangzhou 

Vision Chain Transmission Co., Ltd.’s revenue comes from overseas markets.277  To the extent 

that these IMTDC producers are also FIEs, it is likely that they received benefits under this 

program.  Accordingly, as it has done in past cases, the Department should investigate this 

program. 

b. Income Tax Reductions for Export-Oriented Foreign-Invested 
Enterprises Constitute a Countervailable Subsidy 

i. Financial Contribution 

 The reduction or exemption of income tax provides a financial contribution under Section 

771(5)(D)(ii) of the Act in the form of revenue foregone by the Chinese government. 

ii. Benefit 

 This program provides a benefit in an amount equal to the taxes saved by the recipients, 

pursuant to 19 C.F.R. § 351.509(a)(1). 

                                                
275 WTO, Committee on Subsidies and Countervailing Measures: Subsidies - New and Full Notification 
Pursuant to Article XVI:1 of the GATT 1994 and Article 25 of the SCM Agreement, G/SCM/N/123/CHN, § II (Apr. 
13, 2006), (“China Subsidies Notification”), attached at Exhibit IV-86 .  
276 See Rules for the Implementation of the Income Tax Law of the People’s Republic of China on Enterprises 
with Foreign Investment and Foreign Enterprises, Decree {1991} of the State Council, No. 85 (June 30, 1991), 
attached at Exhibit IV-87 .  
277 See Hangzhou Vision Chain Transmission Co., Ltd. website excerpts, attached at Exhibit IV-38 . 
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iii.  Specificity 

 Because this subsidy program is contingent on both foreign investment and export 

performance, it is specific under Section 771(5A)(B) of the Act.  

5. Income Tax Benefits for FIEs Based on Geographic Locations 

a. The GOC Provides Income Tax Benefits for FIEs in Certain 
Geographic Locations 

 The Chinese central and provincial governments provide a complex set of tax benefits to 

FIEs operating in Special Economic Areas (“SEAs”).  SEAs include coastal economic zones, 

special economic zones, export processing zones, and economic and technological development 

zones.  These programs, which benefit IMTDC producers, constitute countervailable subsidies 

under Section 771 of the Act and have been found to be countervailable by the Department in 

previous cases.278   

 One such program was created in 1988 by the Provisional Rules on Exemption and 

Reduction of Corporate Income Tax and Business Tax of FIEs in Coastal Economic Zone (also 

part of the FIE Tax Law).279  Under this program, which is administered under Article 7 of the 

FIE Tax Law and Article 71 of Decree 85, “productive” FIEs located in a coastal economic 

development zone, special economic zone or economic technology development zone receive 

preferential tax rates of either 15 or 24 percent, as opposed to the standard 25 percent rate.280  

FIEs in the iron and iron-consuming industries are considered “productive” FIEs.281  Productive 

                                                
278 See Issues and Decision Memorandum accompanying Pre-Stressed Concrete Steel Wire Strand from the 
People’s Republic of China, 75 Fed. Reg. 28,557 (Dep’t. Commerce May 21, 2010) (final affirm. countervailing 
duty determ.) at 30-31; Lightweight Thermal Paper from China I&D Memo at 15. 
279 See Coated Free Sheet from China I&D Memo at 11. 
280 Id.; Wire Decking from China I&D Memo at 24. In its 2006 notification to the WTO, China acknowledged 
that this program was a subsidy. See China Subsidies Notification at § I, attached at Exhibit IV-86 . 
281 See Coated Free Sheet from China I&D Memo at 10 (noting that “productive” FIEs include those in the 
metallurgical industry). 
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FIEs are eligible for further income tax reductions if they are located in designated “old urban 

districts” or coastal economic zones and are engaged in (i) technology- or knowledge-intensive 

projects, (ii) long-term projects with foreign investment, or (iii) energy resource development, 

transportation and port construction projects.282 

 A number of Chinese IMTDC producers are located in SEAs.  For example, Hangzhou 

Chain Group Co., Ltd, are located in the Yuhang Economic Development Zone.283  Shengzhou 

Xinglong Machinery Co., Ltd. is located in the Sanjie Industrial Zone,284 while Sichuan Reach 

Jiayuan Machinery Co. Ltd. is located in the Danleng East Industrial Zone.285  Furthermore, 

Ningbo Blue Machines Co., Ltd. is located in a Hi-Tech Zone.286  A full list of Chinese IMTDC 

producers located in these zones is provided at Exhibit I-11 .287  Given the lack of transparency 

in China, Petitioner has identified only one Chinese IMTDC producer – Hangzhou Vision Chain 

Transmission Co., Ltd. – that is an FIE.  However, as discussed above, there are likely many 

more Chinese IMTDC producers that are FIEs, given that there are currently more than 400,000 

registered FIEs in China.288  

 Article 57 of the new EIT grandfathered benefits for FIEs that were entitled to special tax 

rates under the previous regime.289  Furthermore, the GOC issued separate rules clarifying how it 

would continue to provide the tax breaks, notwithstanding the new law.  These rules provide that 
                                                
282 China Subsidies Notification § X, attached at Exhibit IV-86 .  FIEs that are eligible under this program 
because they are located in “old urban districts” or coastal economic zones already pay income tax at a reduced rate 
of 24 percent.  Id. 
283  Donghua Chain Group website excerpts, attached at Exhibit IV-37 . 
284  Shengzhou Xinglong Machinery Co., Ltd. website excerpt, attached at Exhibit IV-88 . 
285 See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
286 See id. 
287 See id. 
288 China Foreign Invested Enterprises (FIEs), China Glocal, attached at Exhibit IV-85 . 
289 Enterprise Income Tax Law of the People’s Republic of China, No. 63 (Mar. 16, 2007), attached at Exhibit 
IV-80. 
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enterprises that have enjoyed preferential tax rates shall be taxed at rates to be increased from the 

current rate to the full rate under the Enterprise Income Tax Law within a period of 5 years.290  

Among others, the enterprises that have been taxed at 15 percent shall be taxed at 18% in 2008, 

20% in 2009, 22% in 2010, 24% in 2011, and 25% in 2012; the enterprises that have been taxed 

at 24% under the old income tax law shall be taxed at 25% as from 2008.291  The benefits of this 

program, therefore, have remained available throughout the POI.  Accordingly, to the extent that 

these productive enterprises are also FIEs, they likely benefitted from the programs outlined 

above, and the Department should investigate this program. 

b. Income Tax Benefits for FIEs Based on Geographic Location 
Constitute a Countervailable Subsidy 

i. Financial Contribution 

 As the Department has previously determined, the income tax reductions granted to FIEs 

based on geographic location constitute financial contributions in the form of revenue foregone 

by the Chinese government, consistent with Section 771(5)(D)(ii) of the Act. 292    

ii. Benefit 

 Consistent with the Department’s prior findings, the benefit conferred is in an amount 

equal to the taxes saved by the recipients, under 19 C.F.R. § 351.509(a)(1).293 

                                                
290  Notification of the State Council on Carrying out the Transition Preferential Policies Concerning 
Enterprise Income Tax, Guo Fa {2007}, No. 39, attached at Exhibit IV-89 . 
291 Id.  
292 Wire Decking from China I&D Memo at 24; Coated Free Sheet from China I&D Memo at 11-12; see 
Issues and Decision Memorandum accompanying Certain New Pneumatic Off-the-Road Tires From the People's 
Republic of China, 73 Fed. Reg. 40,480 (Dep’t Commerce July 15, 2008) (final affirm. countervailing duty determ. 
and final negative determ. of critical circumstances) at 22 (“Certain New Pneumatic Off-The-Road Tires I&D 
Memo”); Light-Walled Rectangular Pipe and Tube I&D Memo at 10-11. 
293  Coated Free Sheet from China I&D Memo at 12. 
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iii.  Specificity 

 As the Department has concluded, “the exemption/reduction is limited to enterprises 

located in designated geographical regions and, hence, is specific under Section 771(5A)(D)(iv) 

of the Act.”294  

6. Local Income Tax Exemption and Reduction Programs for 
“Productive” FIEs 

a. The GOC Provides Local Income Tax Exemptions and 
Reductions for “Productive” FIEs 

 Pursuant to Article 9 of China’s FIE Tax Law and Article 71 of Decree 85 of the Council 

of 1991, “local provinces can establish eligibility criteria and administer the application process 

for local income tax reductions or exemptions for FIEs, effectively extending the tax exemptions 

or reductions that are allowed to FIEs by the national Two Free, Three Half program.”295 

 Local governments appear to have utilized heavily this program by implementing tax 

exemptions and reductions for productive FIEs in their localities.  For example, Jiangsu Province 

exempts FIEs from local income taxes during the period in which they benefit from the “Two 

Free, Three Half” program, pursuant to the Regulations for the Local Income Tax Exemption and 

Reduction of Jiangsu Province for Enterprises with Foreign Investment.296  Additionally, in 

Shandong Province, any productive FIE established outside the coastal economic open area 

approved by the state with a total investment of more than $30 million is eligible for an 

exemption from local income tax.297 

                                                
294 Id.; see Certain New Pneumatic Off-The-Road Tires I&D Memo at 22; Light-Walled Rectangular Pipe and 
Tube I&D Memo at 10-11; Wire Decking from China I&D Memo at 24. 
295 Certain New Pneumatic Off-the-Road Tires from the People’s Republic of China, 72 Fed. Reg. 71,360, 
71,371 (Dep’t Commerce Dec. 17, 2007) (prelim. affirm. countervailing duty determ.). 
296 See Laminated Woven Sacks From the People’s Republic of China, 72 Fed. Reg. 67,893, 67,903-904 (Dep’t 
Commerce Dec. 3, 2007) (prelim. affirm. countervailing duty determ.; prelim. affirm. determ. of critical 
circumstances, in part; and alignment of final countervailing duty determ. with final antidumping duty determ.). 
297 Id., 72 Fed. Reg. at 67,904. 
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 As previously noted, iron and iron-consuming industries fall within the scope of a 

“productive industry” in China.  The Department found this program to be countervailable in 

prior cases298 and should make the same finding here.  Moreover, though Petitioner has identified 

only one Chinese IMTDC producer – Hangzhou Vision Chain Transmission Co., Ltd. – that is an 

FIE,299  as previously mentioned, there are likely many more Chinese IMTDC producers that are 

FIEs.300  As a result, as it has done in the past, the Department should investigate this program. 

b. Local Income Tax Exemptions and Reductions for 
“Productive” FIEs Constitute Countervailable Subsidies 

i. Financial Contribution 

 As the Department determined in Off-the-Road Tires,301 pursuant to Section 771(5)(D)(ii) 

of the Act, these local income tax benefits provide a financial contribution in the form of revenue 

foregone by the Chinese government. 

ii. Benefit 

 This program provides a benefit to the recipient in the amount of the tax savings received 

under the program, pursuant to 19 C.F.R. § 351.509(a)(1).302 

iii.  Specificity 

 Because this program is limited to “productive” FIEs, it is specific as a matter of law, 

under Section 771(5A)(D)(i) of the Act.   

                                                
298 Certain New Pneumatic Off-The-Road Tires I&D Memo at 22; see also Kitchen Shelving and Racks I&D 
Memo at 12-13. 
299  Hangzhou Vision Chain Transmission Co., Ltd. website excerpts, attached at Exhibit IV-38 . 
300 China Foreign Invested Enterprises (FIEs), China Glocal, attached at Exhibit IV-85 . 
301 See Certain New Pneumatic Off-The-Road Tires I&D Memo at 22. 

302 Id.  
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7. Tax Offsets for Research and Development by FIEs 

a. The GOC Provides Tax Offsets for Research and Development 
By FIEs 

As identified in its 2006 subsidies notification to the WTO, the Chinese government 

maintains preferential tax policies for research and development by FIEs.  These benefits are 

administered by the Ministry of Finance and the State Administration of Taxation, and 

implemented pursuant to the SAT Circular Guo Shui Fa No.173 of 1999.303  Designed to 

encourage the research and development of enterprises, this tax offset permits “the actual 

expenses of foreign-invested enterprises on research and development conducted in China, which 

have increased ten percent or more from the previous year,” to be “offset by 150 percent from 

the taxable income of the year.”304  The Department has previously determined this program to 

be countervailable in Aluminum Extrusions.305 

 Petitioner believes that one or more Chinese IMTDC producers may have benefited from 

this program, including Hangzhou Vision Chain Transmission Co., Ltd., as it is an FIE that is 

likely engaged in significant research and development,306 and therefore appears to be eligible 

for benefits.   

b. Tax Offsets for Research and Development by FIEs Constitute 
Countervailable Subsidies 

i. Financial Contribution 

 Tax offsets for research and development by FIEs provide a financial contribution in the 

form of revenue foregone by the Chinese government, pursuant to Section 771(5)(D)(ii) of the 

Act. 
                                                
303 China Subsidies Notification § XXVII, attached at Exhibit IV-86 . 
304 Id. § XXVI. 
305 See Aluminum Extrusions from China I&D Memo at 30-31; see also Print Graphics I&D Memo at 17. 
306  Hangzhou Vision Chain Transmission Co., Ltd. website excerpts, attached at Exhibit IV-38 .  
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ii. Benefit 

 This program provides a benefit to the recipient in the amount of the tax savings from the 

program, pursuant to 19 C.F.R. § 351.509(a)(1). 

iii.  Specificity 

 These benefits are specific under Section 771(5A)(D)(i) of the Act because the recipients 

are limited as a matter of law to certain enterprises, namely those that are FIEs and that engage in 

research and development in China.   

8. Tax Refunds for Reinvestment of FIE Profits in Export-Oriented 
Enterprises 

a. The GOC Provides Tax Refunds of FIE Profits in Export-
Oriented Enterprises 

 Pursuant to the Circular of the Ministry of Finance and the State Administration of 

Taxation on Enterprise Income Tax Preferential Policies to Be Enjoyed by Enterprises with 

Foreign Investment Which Increase Investments307 and the Supplementary Circular of the State 

Administration of Taxation Concerning the Preferential Policy of Enterprise Income Tax for 

Enterprises with Foreign Investment with Additional Investment,308 FIEs that use profits to 

establish another FIE (or high technology company) or that reinvest those profits into the same 

FIE, can receive complete refunds of the corporate income tax already paid on the invested 

amount.  To be eligible for the refund, the recipient of the investment must be export-oriented 

and scheduled to operate for at least five years.309 

                                                
307 See Circular of the Ministry of Finance and the State Administration of Taxation on Enterprise Income Tax 
Preferential Policies to Be Enjoyed by Enterprises with Foreign Investment Which Increase Investments, Cai Shui 
{2002} No. 56 (June 1, 2002) (“Circular on Preferential Policies”), attached at Exhibit IV-90 . 
308 See Supplementary Circular of the State Administration of Taxation Concerning the Preferential Policy of 
Enterprise Income Tax for Enterprises with Foreign Investment with Additional Investment, Guo Shui Han {2003} 
No. 368 (Mar. 28, 2003), attached at attached at Exhibit IV-91 . 
309 Circular on Preferential Policies, attached at Exhibit IV-90 . 
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 Chinese producers of IMTDC with foreign investment, such as Hangzhou Donghua 

Chain Group Co., Ltd., are eligible for this program, provided they meet the export threshold.  

Evidence indicates that a number of Chinese IMTDC producers are significantly export-oriented 

and likely qualify for this tax refund.  For instance, the majority – 75 percent – of Hangzhou 

Vision Chain Transmission Co., Ltd.’s revenue comes from overseas markets.310   

b. Tax Refunds for Reinvestment of FIE Profits in Export-
Oriented Enterprises Constitute Countervailable Subsidies 

i. Financial Contribution 

 Income tax exemptions or refunds constitute financial contributions in the form of 

revenue foregone by the GOC, consistent with Section 771(5)(D)(ii) of the Act.     

ii. Benefit 

 The benefits conferred are in an amount equal to the taxes saved by or refunded to the 

recipients, pursuant to 19 C.F.R. § 351.509(a)(1). 

iii.  Specificity 

 The benefits conferred under this program are specific as described in Section 

771(5A)(D)(i) of the Act, because they are limited to certain enterprises, i.e., FIEs that reinvest 

profits into the FIE or another FIE.  Additionally, this benefit is specific because it is contingent 

upon export performance. 

9. Preferential Tax Programs for FIEs Recognized as High or New 
Technology Enterprises 

a. The GOC Provides Tax Benefits for FIEs Recognized as High 
or New Technology Enterprises 

 The GOC also provides preferential tax benefits to enterprises with foreign investment 

that are recognized as “high” or “new” technology enterprises or are established in “high” or 

                                                
310 Hangzhou Vision Chain Transmission Co., Ltd. website excerpts, attached at Exhibit IV-38 . 
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“new” technology industrial development zones. Additionally, high or new technology 

enterprises are eligible for additional tax preferences administered by the governments of the 

development zones themselves.  This program has been in effect since 1991, with the aim of 

encouraging “high and new technology industrial development and enhance the technology 

progress.”311  The Department has previously found that the provision of preferential tax benefits 

for FIEs recognized as high or new technologies constitutes a countervailable subsidy.312 

 At least one Chinese IMTDC producer has been designated as having high or new 

technology and likely received benefits pursuant to this subsidy program during the POI, 

notwithstanding changes to China’s tax regime.  As previously indicated, Hangzhou Vision 

Chain Transmission Co., Ltd. is an FIE that appears to be recognized as a new technology 

company.313  Accordingly, the Department should investigate this program. 

b. Tax Benefits for High or New Technology FIEs Constitute 
Countervailable Subsidies 

i. Financial Contribution 

 These preferential tax benefits provide a financial contribution in the form of revenue 

foregone by the Chinese government, pursuant to Section 771(5)(D)(ii) of the Act. 

ii. Benefit 

 This program provides a benefit to the recipient in the amount of the tax savings from the 

program, pursuant to 19 C.F.R. § 351.509(a)(1). 

                                                
311 China Subsidies Notification at § VIII, attached at Exhibit IV-86 . 
312 See, e.g., Aluminum Extrusions from China I&D Memo at VII.F. 
313  Hangzhou Vision Chain Transmission Co., Ltd. website excerpts, attached at Exhibit IV-38 . 
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iii.  Specificity 

 These benefits are specific under Section 771(5A)(D)(i) of the Act because the recipients 

are limited as a matter of law to certain enterprises, namely, those that have been designated as 

having high or new technology.  

10. Preferential Income Tax Policy for Enterprises in the Northeast 
Region 

a. The GOC Provides Tax Benefits to Enterprises in the 
Northeast Region 

 Under the Northeast Tax Preference Policy, enterprises located in the Liaoning, Jilin and 

Heilongjiang provinces (i.e., the “Northeast Region”) may: (1) reduce the depreciation life of 

fixed assets by up to 40 percent for tax purposes, thereby increasing the annual amount of 

depreciation expense that may be deducted from the company’s income tax;314 and (2) lessen the 

period of amortization of intangible assets by up to 40 percent for tax purposes, resulting in a 

larger annual tax deduction for amortization expense.315  As the GOC acknowledges, the 

Northeast Tax Preference Policy significantly reduces a company’s tax liability.  Indeed, the 

GOC’s official news agency, Xinhua, reported that tax exemptions granted to the first company 

to receive benefits under the policy equaled RMB 96.84 million for a single quarter alone.316 

 Specific information concerning the income taxes paid and the tax deductions taken by 

IMTDC producers located in the Northeast Region, which include WOT Parts & Machinery Co. 

                                                
314 See Notice of Implementation of Preferential Policies Regarding Enterprise Income Tax for Revitalization 
of Enterprises in the Old Industrial Bases in the North-Eastern Region by The Ministry of Finance and State 
Administration of Taxation, Cai Shui {2004} No. 153 (Sept. 20, 2004), (“Northeast Tax Preference Policy”), 
attached at Exhibit IV-92 ;  see also Notice of the Ministry of Finance and the State Administration of Taxation on 
the Assets Depreciation and the Implementation Caliber of Amortization Policy in the Northeast Old Industrial 
Base, Caishui {2005} No. 17 (Feb. 2, 2005) (“Northeast Tax Preference Policy Notice”), attached at Exhibit IV-93 . 
315 See Northeast Tax Preference Policy, attached at Exhibit IV-92 ; see also Northeast Tax Preference Policy 
Notice, attached at Exhibit IV-93 . 
316 See Preferential Income Tax Policy for Northeastern Enterprises Became Effective, 96.84 Million Yuan of 
Taxes Waived, Xinhua (Oct. 22, 2004), attached at Exhibit IV-94 . 
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Ltd., is not reasonably available to Petitioner.  However, to the extent that Chinese IMTDC 

producers are located in the Liaoning, Jilin and Heilongjiang provinces, it is likely that they 

benefitted from this program.  

b. Tax Benefits for Enterprises in the Northeast Region 
Constitute a Countervailable Subsidy 

i. Financial Contribution 

 The Northeast Tax Preference Policy provides a financial contribution in the form of 

revenue foregone by the GOC, under Section 771(5)(D) of the Act.  Specifically, the Northeast 

Tax Preference Policy permits a company in the Northeast Region to deduct a larger amount of 

depreciation and amortization expenses, thereby reducing the company’s income tax.317 

ii. Benefit 

 The effect of the Northeast Tax Preference Policy is to lower the tax burden on eligible 

companies.  Accordingly, it clearly confers a benefit on the recipient companies within the 

meaning of Section 771(5)(E) of the Act.  Such benefit arises on the date on which the recipient 

firm would otherwise have had to pay the taxes in question.318 

iii.  Specificity 

 The subsidies provided by the Northeast Tax Preference Policy are available only to 

companies located in the Liaoning, Jilin and Heilongjiang provinces.319  As a result, such 

benefits are limited to a designated geographical region within the jurisdiction of the GOC and 

are therefore specific under Section 771(5A)(D)(iv) of the Act. 

                                                
317 See Northeast Tax Preference Policy, attached at Exhibit IV-92 ; Northeast Tax Preference Policy Notice, 
attached at Exhibit IV-93 . 
318 See Countervailing Duties, 63 Fed. Reg. 65,348, 65,375-65,376 (Dep’t Commerce Nov. 25, 1998) (final 
rule); see also Issues and Decision Memorandum accompanying Stainless Steel Plate in Coils from Belgium, 64 Fed. 
Reg. 15,567 (Dep’t Commerce Mar. 31, 1999) (final affirm. countervailing duty determ.) at cmts. 21-22. 
319 See Northeast Tax Preference Policy, attached at Exhibit IV-92 ; Northeast Tax Preference Policy Notice, 
attached at Exhibit IV-93 . 
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11. Forgiveness of Tax Arrears For Enterprises Located in the Old 
Industrial Bases of Northeast China  

a. The GOC Forgives Tax Arrears for Enterprises Located in the 
Old Industrial Bases of Northeast China 

 Pursuant to the Notice of the Ministry of Finance and the State Administration of 

Taxation on Exempting the Tax Arrears of the Enterprises in the Old Industrial Bases of 

Northeast China (“Northeast Tax Forgiveness Program”) enacted in June 2006, the GOC has 

directed provincial and local governments to forgive the tax arrears of enterprises located in the 

“{o}ld {i}ndustrial {b}ases of Northeast China.”320  Specifically, the Northeast Tax Forgiveness 

Program forgives all tax liabilities incurred prior to December 31, 1997 that have not been paid 

by enterprises located in the Liaoning, Jilin, and Heilongjiang provinces.321  The scope of the tax 

forgiveness also includes “surcharges for overdue tax payment” – e.g., interest and penalties on 

the overdue taxes.322  Significantly, the tax forgiveness applies to both state-owned and private 

enterprises alike. 

 Certain Chinese IMTDC producers are eligible for this program based on their location.  

For example, WOT Parts & Machinery Co. Ltd. is located in Liaoning Province, and is therefore 

eligible for, and likely benefitted from, this program.   

                                                
320 Notice of the Ministry of Finance and the State Administration of Taxation on Exempting the Tax Arrears 
of the Enterprises in the Old Industrial Bases of Northeast China, No. 167 (Dec. 16, 2006), attached at Exhibit IV-
95.  
321 Id. at 1-2. 
322 Id. at 2. 
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b. The GOC Forgiveness of Tax Arrears for Enterprises Located 
in the Old Industrial Bases of Northeast China Constitutes a 
Countervailable Subsidy 

i. Financial Contribution 

 The tax exemptions and reductions provided under this program constitute financial 

contributions in the form of revenue foregone by the GOC consistent with Section 771(5)(D)(ii).   

ii. Benefit 

 The effect of the Northeast Tax Forgiveness Program is to lower the tax burden on 

eligible enterprises located in the Northeast Region.  The program, therefore, provides a benefit 

to the recipient in the amount equal to the taxes saved by the recipients under 19 C.F.R. 

§ 351.509(a)(1). 

iii.  Specificity 

 These benefits are specific under Section 771(5A)(D)(i) of the Act because the recipients 

are limited as a matter of law to certain enterprises, i.e., those enterprises that are located in the 

Liaoning, Jilin, and Heilongjiang provinces in Northeast China.    

12. Income Tax Credits for Domestically-Owned Companies Purchasing 
Domestically Produced Equipment 

a. The GOC Provides Income Tax Credits for Domestically-
Owned Companies Purchasing Domestically-Produced 
Equipment 

Pursuant to China’s WTO subsidies notification, the GOC offers preferential tax policies 

to domestic enterprises if they upgrade their manufacturing operations with Chinese-made 

equipment.323  The notification provides that domestic enterprises which upgrade technology 

consistent with the GOC’s industrial policies may deduct 40 percent of the purchase price of the 

                                                
323  China Subsidies Notification, attached at Exhibit IV-86 .   
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domestic equipment from their next year’s income tax obligation.324  In those circumstances 

where the income tax due is less than 40 percent of the price of the equipment, the remainder of 

the price may be deducted in subsequent years, for a period of up to five years.325  Although 

information on the ownership of Chinese IMTDC producers is not publicly available, Petitioner 

reasonably believes that at least several are domestically-owned companies that likely purchase 

domestically-produced equipment. 

Petitioner notes that the GOC has claimed that this program was terminated effective 

January 1, 2008, pursuant to the “Circular on Relevant Issues with Respect to Ceasing 

Implementing of Income Tax Credit to Purchase of Domestically Produced Equipment by 

Enterprises.”326  However, the Department should examine whether benefits under this program 

have actually terminated or whether benefits continue under a new name.  To this end, the 

Department has determined that even assuming that the program was terminated, benefits 

provided pursuant to it would continue to be countervailable in subsequent years.327 

b. The Income Tax Credits for Domestically-Owned Companies 
Purchasing Domestically Produced Equipment Constitutes 
Countervailable Subsidies 

i. Financial Contribution 

The income tax credits in question constitute a financial contribution in the form of 

revenue foregone by the GOC within the meaning of Section 771(5)(D)(ii) of the Act. 

ii. Benefit 

The income tax credits confer a benefit to the recipient in the amount of the tax savings 

from the program pursuant to Section 771(5)(E) of the Act and 19 C.F.R. § 351.509(a)(1). 
                                                
324  Id.; see also Welded Line Pipe from China I&D Memo at 25. 
325  China Subsidies Notification, attached at Exhibit IV-86 .   
326  Welded Line Pipe from China I&D Memo at 25. 
327  Id. at 78-79. 
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iii.  Specificity 

Because they are offered contingent upon the use of domestic over imported goods, the 

income tax credits are specific under Section 771(5A)(C) of the Act. 

F. VAT Programs 

1. VAT and Import Duty Exemptions for Use of Imported Equipment  

a. The Chinese Government Provides VAT and Import Duty 
Exemptions for Use of Imported Equipment 

 The GOC operates a VAT and tariff exemption program on imported equipment that 

confers a countervailable subsidy on Chinese IMTDC producers.  The Circular of the State 

Council Concerning the Adjustment in the Taxation Policy of Import328 exempts FIEs and 

certain domestic enterprises in encouraged industries from paying VAT and tariffs on imported 

equipment used in their production and not intended for resale.329  The program is administered 

by the NDRC and the General Administration of Customs, and is intended to encourage foreign 

investment, introduce foreign advanced equipment into China and upgrade industrial technology.  

The program was enacted in 1997330 and included in the GOC’s subsidy notification to the 

WTO.331  The Department has previously found this program to provide a countervailable 

subsidy and has imposed countervailing duties on companies benefitting from this program.332 

                                                
328 See Circular of the State Council Concerning the Adjustment in the Taxation Policy of Import Equipment, 
GuoFa {1997} No. 37 (Dec. 29, 1997), attached at Exhibit IV-96 . 
329 Id.; see also Coated Free Sheet Paper from the People’s Republic of China, 72 Fed. Reg. 17,484, 17,496 
(Dep’t Commerce Apr. 9, 2007) (amended prelim. affirm. countervailing duty determ.). 
330 See Circular of the State Council Concerning the Adjustment in the Taxation Policy of Import Equipment, 
GuoFa {1997} No. 37 (Dec. 29, 1997), attached at Exhibit IV-96 . 
331 See China Subsidies Notification at 68-69, attached at Exhibit IV-86 .  
332 See, e.g., Aluminum Extrusions from China I&D Memo at Part VII.D.; Wire Decking from China I&D 
Memo at 25-26;  Coated Free Sheet from China I&D Memo at 13-14; Certain New Pneumatic Off-The-Road Tires 
I&D Memo at 22-23. 
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 The GOC’s Catalogue for the Guidance of Industrial Structure Adjustment,333 which 

replaced the Catalogue of the Industries, Products and Technologies Particularly Encouraged by 

the State,334 identifies iron as an encouraged industry.  Information reasonably available to 

Petitioner indicates that a number of IMTDC producers have purchased imported equipment and 

thus would qualify for benefits under this program.  For example, Ningbo Fulong Synchronous 

Belt Co., Ltd. advertises that its main raw materials and accessories are imported from Japan, 

England, and Germany.335  Given that many Chinese IMTDC producers likely use imported 

equipment in their production of IMTDC, they have likely received benefits under this program.  

b. VAT and Import Duty Exemptions Provided by the GOC 
Constitute Countervailable Subsidies 

i. Financial Contribution 

 Consistent with the Department’s findings in Aluminum Extrusions and Wire Decking, 

the VAT exemptions are a financial contribution under Section 771(5)(D)(ii) of the Act in the 

form of revenue foregone by the GOC.336 

ii. Benefit 

 Consistent with 19 C.F.R. § 351.509(a)(1), the benefit conferred is equal to the amount of 

VAT and tariff savings. However, when a VAT exemption is provided for, or tied to, the capital 

                                                
333 See GOC’s Catalogue for the Guidance of Industrial Structure Adjustment (2011 Version), effective June 1, 
2011, attached at Exhibit IV-97 . 
334 WTO, Committee on Subsidies and Countervailing Measures, Subsidies – Replies to the Questions Posed 
by Turkey Regarding the New and Full Notification of China, G/SCM/Q2/CHN/29 at 1 (Sept. 14, 2007), attached at 
Exhibit IV-98 . 
335  See Ningbo Fulong Synchronous Belt Co. Ltd. website excerpts, attached at Exhibit IV-25 . 
336 Aluminum Extrusions from China I&D Memo at Part VII.D.; see Wire Decking from China I&D Memo at 
cmt. 19. 

Barcode:3410522-01 C-570-031 INV - Investigation  -  

Filed By: aprice@wileyrein.com, Filed Date: 10/28/15 12:48 PM, Submission Status: Approved



PUBLIC DOCUMENT 
 

 

89 
13889454.13 

structure or capital assets of a firm, the Department may treat it as a non-recurring benefit and 

allocate the benefit to the firm over the AUL, which is 14 years.337 

iii.  Specificity 

 Consistent with the Department’s finding in Wire Decking, the VAT and tariff 

exemptions under this program are specific under Section 771(5A)(D)(iii)(I) of the Act because 

the program is limited to certain enterprises, i.e., only FIEs and certain domestic enterprises.338 

2. VAT Rebate Exemptions on FIE Purchases of Chinese-Made 
Equipment 

a. The Chinese Government Provides VAT Rebates on FIE 
Purchases of Chinese-Made Equipment 

 Under the Circular of the State Administration of Taxation Concerning Transmitting the 

Interim Measure for the Administration of Tax Refund to Enterprises with Foreign Investment 

for Their Domestic Equipment Purchases, the Chinese government refunds the VAT on FIE 

purchases of certain domestically-produced equipment.  This program is limited to FIEs,339 and 

covers equipment falling under the “Encouraged” and “Restricted B” categories listed in the 

Circular of the State Council Concerning the Adjustment in the Taxation Policy of Import 

Equipment and equipment for projects listed in the Current Catalogue of Key Industries, 

Products and Technologies the Development of Which Is Encouraged by the State.340  These 

VAT rebates are provided upon the presentation of documents demonstrating FIE status. 

                                                
337 See 19 C.F.R. § 351.524(c)(2)(iii); 19 C.F.R. § 351.524(d)(2); see also Warmwater Shrimp I&D Memo at 
24-25; How to Depreciate Property, Dep’t Treasury, Internal Revenue Service, Pub. 946 (2014) at 104, excerpts 
attached at Exhibit IV-15 . 
338 Wire Decking from China I&D Memo at 26. 
339 Circular of the State Administration of Taxation Concerning Transmitting the Interim Measure for the 
Administration of Tax Refund to Enterprises with Foreign Investment for Their Domestic Equipment Purchases, 
GuoShuiFa {1999} No. 171 (Sept. 20, 1999), at art. 3, attached at Exhibit IV-99 . 
340 Id.; see also Circular of the State Council Concerning the Adjustment in the Taxation Policy of Import 
Equipment, GuoFa {1997} No. 37 (Dec. 29, 1997), attached at Exhibit IV-96 .  See also Current Catalogue of Key 
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 As previously mentioned, at least one Chinese IMTDC producer qualifies as an FIE, and 

has likely purchased Chinese-made equipment.  Because this and other FIEs in the IMTDC 

industry are likely to have purchased machinery used to manufacture subject merchandise from 

domestic sources in China, there is a reasonable basis to believe that some producers of IMTDC 

have benefited from this VAT rebate program.  Accordingly, the Department should initiate an 

investigation of this program. 

b. VAT Rebates on FIE Purchases of Chinese-Made Equipment 
Constitute Countervailable Subsidies 

i. Financial Contribution 

 The VAT rebate program qualifies as a financial contribution pursuant to Section 

771(5)(D)(ii) of the Act in the form of revenue foregone by the GOC. 

ii. Benefit 

 Consistent with 19 C.F.R. § 351.509(a)(1), the benefit conferred is equal to the amount of 

VAT rebates.  However, when a VAT exemption is provided for, or tied to, the capital structure 

or capital assets of a firm, the Department may treat it as a non-recurring benefit and allocate the 

benefit to the firm over the AUL, which is 14 years.341 

iii.  Specificity 

 Consistent with the Department’s determination in Wire Decking, this program is specific 

under Section 771(5A)(C) of the Act because the VAT rebates are contingent upon the use of 

                                                                                                                                                       
Industries, Products and Technologies the Development of Which Is Encouraged by the State (Provisional) (Dec. 
31, 1997), attached at Exhibit IV-100 . 
341 See 19 C.F.R. § 351.524(c)(2)(iii); 19 C.F.R. § 351.524(d)(2); see also Warmwater Shrimp I&D Memo at 
24-25; How to Depreciate Property, Dep’t Treasury, Internal Revenue Service, Pub. 946 (2014) at 104, excerpts 
attached at Exhibit IV-15 . 
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domestic over imported goods.342  Additionally, this program is specific under Section 

771(5A)(D)(iii)(I) of the Act because it is limited to certain enterprises, specifically FIEs. 

3. VAT and Tariff Exemptions for Purchases of Fixed Assets Under the 
Foreign Trade Development Fund Program 

a. The Chinese Government Provides VAT and Tariff 
Exemptions for Purchases of Fixed Assets Under the Foreign 
Trade Development Fund Program 

 The September 14, 2004 Circular of the Ministry of Finance and State Tax 

Administration on Printing and Distributing the Regulations on Relevant Issues with Respect to 

Expansion of VAT Deduction Scope in the Northeast Areas343 allows businesses in northeast 

China in the high-tech, equipment manufacturing, petrochemical, metallurgical and selected 

other industries to deduct VAT for purchases of fixed assets from the VAT for sales of finished 

goods.344  As an industry involved in the metallurgical industry, the IMTDC industry clearly falls 

within the scope of these industries.   

 In prior investigations, the Department has found this program to be countervailable.345  

Information concerning the grants received by IMTDC producers under this preferential tax 

program is not reasonably available to Petitioner.  However, WOT Parts & Machinery is located 

in the northeastern Liaoning Province and most likely benefited from this program.346  Therefore, 

as it has done in prior cases, the Department should initiate an investigation of this program. 

                                                
342 Wire Decking from China I&D Memo at 27-28. 
343  See Circular of the State Administration of Taxation on Printing and Distributing the Provisional Measures 
for Expansion of the VAT Deduction Scope, GuoShuiFa {2007} (May 28, 2007) No. 62, attached at Exhibit IV-101 . 
344 Welded Line Pipe from China I&D Memo at 21-22. 
345 See id. 
346  See Chinese Producers/Exporters of IMTDC, attached at Exhibit I-11 . 
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b. VAT and Tariff Exemptions for Purchases of Fixed Assets 
Under the Foreign Trade Development Fund Program 
Constitute Countervailable Subsidies 

i. Financial Contribution 

 The Department has found that this program constitutes a financial contribution under 

Section 771(5)(D)(ii) of the Act in the form of revenue forgone by the GOC.347  

ii. Benefit 

 The Department has found that this program confers a benefit under Section 771(5)(E) of 

the Act in the amount equal to the amount of the VAT refund.348  

iii.  Specificity 

 Consistent with the Department’s prior findings, this program is regionally specific under 

Section 771(5A)(D)(iv) of the Act because refunds provided under this program are limited to 

companies located in a certain geographical location, i.e., northeast China.349 

VII.  CONCLUSION 

 As described above, Chinese IMTDC producers are benefiting from enormous 

countervailable subsidies, which are causing material injury to the domestic IMTDC industry.  

Petitioner therefore requests that the Department initiate a countervailing duty investigation on 

imports of IMTDC from China, that the Department make affirmative determinations of 

countervailable subsidies, and that the Commission make an affirmative determination of 

material injury by reason of such unfairly traded imports. 

                                                
347 Welded Line Pipe from China I&D Memo at 21-22. 
348 Id. 
349 Id. at 22. 
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