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MINISTRY OF COMMERCE AND INDUSTRY
{Department of Commerce)
(DIRECTORATE GENERAL OF ANTI-DUMPING AND ALLIED DUTIES)
NOTIFICATION
New Delhi, the 7th November, 2007
- Preliminary Findings |

Subject : Antn-bumpmg Investigation involving import of Ceftrlaxone Sodium Sterile
(also known as Ceftriaxone Disodium Hemlheptahydrate -Sterile) from
China PR.

F. No. 14/1 8/2006-DGAD.—-Having regard to the Customs Tariff Act 1975 as
amended in 1995 (hereinafter referred to as the Act) and the Customs Tariff
(Identification, Assessment and Collection of Anti-Dumping Duty on Dumped
Articles and for Determination of injury) Rules, 1995, (hereinafter referred to
as the Rules) thereof:
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1. , WHEREAS M/s Aurobindo Pharma Ltd, Hyderabad, Andhra Pradesh,
(her_em after referred to as the applicant) has filed an application before the
Dgagnated Authority (hereinafter referred to as this Authority), in accordance
with the Act, and the Rules, alleging dumping of Ceftriaxone Sodium Sterile
(also known as Ceftriaxone Disodium Hemiheptahydrate-Sterile) (hereinafter
referred to as the subject good), originating in or exported from the China PR
(he_rem after also referred to as subject country) and requested for initiation of
an investigation for levy of anti dumping duties on the subject goods.

2. .AND WHEREAS, the Authority on the basis of sufficient evidence
submitted by the applicants issued a public notice dated 4™ April 2007,
pubhs_hed. in the Gazette of India, Extraordinary, initiating Anti-Dumping
investigations concerning imports of the subject good, originating in or
exported from the subject country, in accordance with the sub-Rule 5(5) of the
Rules, to determine the existence, degree and effect of alleged dumping and
to recommend the amount of antidumping duty, which, if levied would be
adequate to remove the injury to the domestic industry.

A. Procedure

;’;. ‘Prqcedure Qescribed below has been followed with regard to this
|nvest:gatton after issuance of the public notice notifying the initiation of the
above investigation by the Authority.

(1) The Embassy of the subject country in New Delhi was informed about
the initiation of the investigations .in accordance with Ruile 6(2).

(i)  The Designated Authority sent copies of initiation notifications dated 4"
April 2007 to the embassy of the subject country in India, known
exporters from the subject country, known importers and other
interested parties, and the domestic industry, as per the information
available with it. Parties to this investigation were requested to file
questionnaire responses and make their views known in writing within
prescribed time limit. Copies of the letter, petition and guestionnaire
sent to the exporter were also sent to the Embassy of subject country
along with a list of known exporters/ producers with a request to advise
the exporters/producers from the subject country to respond to the
guestionnaire within the prescribed time. ‘

(i) Copy of the non-confidential version of the petition filed by the
domestic industry was made available to the known exporters and the
Embassy of the subject country in accordance with Rules 6(3) supra.

(iv)  Questionnaires were sent to the known exporters from subject country
in accordance with the rule 6(4) to elicit relevant information.
Responses to exporter's guestionnaire have been received from the
following exporters of the subject goods from the subject countries:

M/s. Fujian Fukanga Pharmaceutical Co., China

M/s. Harbin Pharmaceutical Group Co. Ltd., China

M/s. Suzhou Dawnrays Pharmaceutical Co. Ltd., China

M/s. Shijiazhuang Pharm Group Hebei Zhongrun
Pharmaceutical Co., Ltd., China

WM =
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v)

(vi)

(vii)

(viii)

(ix)

(X)

(xi)

C.

4.

- 5. M/s Zhuhai United Laboratories Co. Ltd., China
6. M/s.Livzon Syntpharm Co. Ltd. (Producer) China, with M/s.
Lizhu Pharmaceutical Trading Co. Ltd. (exporter)

Questionnaires were sent to the known importers and consumers of
subject goods in India calling for necessary information in accordance
with Rule 6(4). However, no questionnaire response has been received
from any importer of the subject goods In india. -

Reql._lest was rmade to the Directorate General of Commercial
Intelligence and Statistics (DGCI&S) to arrange details of imports of

subject goods for the past three years, mcludlng the period of
investigations;

The Authority made available non-confidential version of the evidence .

presented by various interested parties in the form of a public file kept

~ open for inspection by the interested parties;

Optimum cost of production and cost to make and sell the subject
goods in India based on the information furnished by the petitioner on
the basis of Generally Accepted Accounting Principies (GAAP) was
worked out provisionally so as to ascertain whether Anti-Dumping duty
lower than the dumping margin would be sufficient to remove injury to
Domestic Industry;

The Authority initiated the investigation with Non-Market Economy -

presumptions in respect of People’s Republic of China in terms of para
8 of Annexure | to the Rules and provided an opportunity to the country
concerned and the exporters from the subject country to rebut the said
presumption ‘under the said Rule. It was also mentioned in the said
notification that the Authority may however, notify an appropriate third
country, in the due course, for the purpose of determination of normal
value in China PR in terms of para 7 of Annexure | to the Rules.
However, none c¢f the interested parties, including the applicants, have
placed any material fact before the Authority to select an appropriate
market economy third country for the above purpose.

The confidentiality claims of various interested parties in respect of the
data submitted by them have been examined. The information, which is
by nature confidential or which has been provided on a confidential
basis by the interested parties, along with non-confidential summary
thereof, has been treated confidential *** in this finding represents
information furnished by the domestic industry on confidential basis
and so considered by the Authority under the Rules.

Investigation was carried out for the period starting from 1.10. 2005 to
30.8.20086 (POI).

- Product under Consideration and Like Article

The product under consideration in this investigation is Ceftriaxone

Sodium Sterile, also known as Ceftriaxone Disodium Hemiheptahydrate-
Sterile (C1sHi16NsNa2C7S3312H20). This is a third generation parenteral
Cephalosporin Antibiotic. Predominantly ‘Ceftriaxone Sodium Sterile’ is an
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active pharmaceutical ingredient (API) used for the formulation of filling the
injection for intravenous or intramuscular administration. The product mainly
used for the diseases like lower respiratory infection tract infection, skin & skin
structure infection, pelvic inflammatory disease, intra abdominal infection,
uncompiicated gonorrhea infection and surgical prophylaxis.

5. This product is classified under Customs Heading 2941 &2942 of the
first schedule of the Customs Tariff Act, 1975. The relevant eight digit level
classifications are 2941.9090 & 2942.0090.

6. The applicant has claimed that there is no significant difference
between the products manufactured by them and the subject goods imported

from the subject country, which can have any impact on price, usage, quality’

etc. The applicant also claims that there is no material difference in the
production process between the petitioner and exporters from China PR.

7. No argument has been received from any interested party on the scope
of product under consideration or like article. Examination of the product and
import data submitted by the applicant indicates that there is no difference
between Ceftriaxone produced by the Domestic Industry and imported from
China. In view of the similarity in manufacturing process and substitutability,
the Authority provisionally holds that the two are required to be treated as
alike and one product for the purpose of defining the ‘product under
consideration’ in this case.

D. Domestic Industry and Standing

8 The application has been filed by M/s Aurobindo Pharma Ltd,
Hyderabad, Andhra Pradesh, and the applicant is one of the major producers
of the subject goods in India. The Authority notes that there are other
producers of the subject goods in India i.e., M/s Orchid Chemicals, Chennai;
M/s Lupin lab, MP; M/s Nectar Life Science, Chandigarh and M/s Kopran Ltd.
Mumbai. It has been brought to the notice of the Authority that M/s Orchid
Chemicals is a 100% EOU and has imported the subject goods during the
POI. It has also been argued by the domestic industry that other domestic
producers M/s. Lupin, M/s. Nector Life Sciences and M/s. Kopran Ltd. are
importing the subject goods or the penultimate intermediate, and therefore, do
not qualify to be considered as a domestic industry in terms of Rule 2(b) of the
Rules.

9 Before Initiation of the investigation the Authority called .for further
information from the above known domestic producers in this regard for
determination of the standing of the applicant domestic industry. However,
none of the above domestic producers filed any information except M/s Nectar
Life Science which filed a reply by e-mail after initiation of the investigation. In
its .reply M/s Nectar Life Science has reported capacity of ™ MT with
approximately **** MT of production and domestic sales of the subject goods
during the POl Subsequently M/s Kopran has also provided its production
and sales data which shows production of about *** MT of the subject goods
during the POI.

10.  Authority also examinad the information available in the public domain
in respect of capacities and production of other domestic producers of the
subject goods in the domestic market The web-site of Orchid Chemicals has
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been checked and it is noticed that this product is listed as an Active
Pharmaceutical Ingredient (API) for the foreign markets. Therefore, they do
not seem to have significant production for sale in the domestic market and
therefore, do not qualify to be included as a part of the domestic industry.

11.  Web sites of other known producers of this product were also checked
for information on their capacities and production. It is noticed that this
product has been listed as one of the large number of similar products of
those companies and no information on the capacities and production of
these products is available in the websites. Examination of transaction-wise
“import data of the subject goods indicates that M/s Lupin Lab has imported
*** consignments of the subject goods during the POI.

12. However, even after taking into account the reported capacity and
production of Nectar Life Sciences and Kopran and estimated capacity and
production of other known producers of the subject goods the applicant
commands a major proportion of the domestic production of the subject good
in the country. Therefore, the Authority is of the opinion that the applicant
commands a major propoition of the production of the subject goods in India
and holds that for the purpose of this investigation the applicant M/s
Aurobindo Pharma Ltd. commands the standing in terms of Rule 5(3) and
constitutes the domestic industry in terms of Rule 2(b).

E.  De Minimis Limits

13.  As per the import data received by the Authority from the Directorate
General of Commercial Intelligence and Statistics (DGCI&S) and other
secondary sources, as well as the data furnished by the cooperating exporters
from the subject country, the imports of the subject goods from the subject
country are above the de minimis level.

F. Other s_ubmissions and issues raised

14,  The Authority notes that-the producers of the subject goods in China
have submitted their responses to the exporter's questionnaire. However,
none of the consumers or importers in India has responded to the Designated
Authority, nor has any party provided any information relevant to the present
investigations. The Authority also notes that the responding interested parties
have not made any preliminary argument on any aspect of dumping and
injury. No arguments hav been put for the by any party-on the confidentiality
claims of the other interested parties.

GG.  Determination of Dumping Margin
.G.1 Examination of Market economy claims
15. The Authority, notes that in the past three years China PR has been

treated as a non-market economy country in the anti-dumping investigations
by other WTO Members. Therefore, in terms of para 8 (2) of the annexure 1

4544 GIO7T—5



\ "

THE GAZETTE OF INDIA : EXTRAORDINARY [ParTI—S8EC. 1]

of AD rules, China FR has been treated as a non-market economy country
subject to rebuttal of the above presumption by the exporting country or
individual exporters in terms of the above Rules.

16. As per Paragraph 8, Annexure | to the Anti Dumping Rules as
amended, the presumption of a non-market economy can be rebutted if the
exporter(s) from China provide information and sufficient evidence on the
basis of the criteria specified in sub paragraph (3) in Paragraph 8 and prove
to the contrary. The cooperating exporters/producers of the subject goods
from People’s Republic of China are required to furnish necessary
information/sufficient evidence as mentioned in sub-paragraph (3) of
paragraph 8 in response to the Market Economy Treatment questionnaire to
enable the Designated Authority to consider the following criteria as to
whether:-

a) the decisions of concerned firms in China PR regarding prices, costs
and inputs, including raw materials, cost of technology and labour,
output, sales and investment are made in response to market signals
reflecting supply and demand and without significant State interference
in this regard, and whether costs of major inputs substantially reflect
market values;

b)  the production costs and financial situation of such firms are subject to
significant distortions carried over from the former non-market
economy system, in particular in relation to depreciation of assets,
other write-offs, barter trade and payment via compensation of debts;

c) such firms are subject to bankruptcy and property laws which
guarantee legal certainty and stability for the operation of the firms and

d) the exchange rate conversions are carried out at the market rate.

17.  The Authority notes that several producers and exporters of the subject
goods from the subject country have submitted their questionnaire responses
and market economy questionnaire responses, consequent upon the initiation
notice issued by the Authority and rebutted the non-market economy
presumption. The questionnaire responses and the Market economy
responses of the responding producers and exporter have been examined for
determination of normal value of the responding producers/exporter of the
subject goods from the subject country as follows:

a) M/s. Fujian Fukanga Pharmaceutical Co., China

16.  M/s Fujian Fukanga Pharmaceutical Company (Fukanga) has filed a
questionnaire response and MET response in this matter as a producer and
exporter of the subject goods. The company has significant domestic sales of
the product under consideration during the POI..The response of the company
was examined and a letter was issued to the company on 30" August 2007
requesting for certain additional information/clarification from the company. In
the said letter the responding company was asked inter alia to provide




(P I—E9% 1] ‘ VRE T T ;. SR

35

information on details of the status of the erstwhile company and its
shareholding; valuation- of the assets of the said company and method of
transfer/sale of the property etc. The company, vide its letter dated 19"
September requested additional time upto 1% October to submit the
information required and submitted certain additional information vide letter
dated 1° October 2007. '

19. Examination of the MET claim of the company shows that Fujian
Fukang Pharmaceutical Company Ltd was promoted by CITIC Trust &
investment Co. Ltd.; Quanzhou Real Estate Development Co. Ltd. and Shi
Linbo etc. with certain natural persons. The company was set up in July 2002
and purchased by cash the net property of Fuzhou Antibiotic Group Co. Ltd.
under the reform of state shares in the said entity. The Authority notes that
there are also significant issues regarding the status of the current promoters
of the responding company, supplier of raw materials, and their nature of
ownership, which needs detailed examination and verification.

20. Pending examination of the above issues regarding ownership and

control, its impact on the cost and prices and business decisions of the

company, and verification of the same, the Authority is of the view that this
producer- exporter from China cannot be granted market economy status for
the preliminary determination of its Normal Value.

b) M/s. Harbin Pharmaceutical Group Co. Ltd., China

21. M/s. Harbin Pharmaceutical Group Co. Ltd., China, has filed, a
questionnaire response along with MET response as the exporter of the
subject goods manufactured by M/s. Suzhou Dawnrays Pharmaceutical Co.
Ltd., China, who has filed a separate questionnaire response. This company
is also a manufacturer of several pharmaceutical products in China. However,
the company has not sold the subject goods in its domestic market during the
PCI. On the basis of prelirninary examination of the questionnaire response
and the MET claims of this exporter a letter was issued to them asking for
certain additional information/clarification vide letter dated 30™ August 2007.
The exporter, vide its letter dated 11" September 2007 has filed certain
clarification on such issues.

22,  As per the annua! report of the Company M/s Harbin Pharmaceutical -

Group Company Ltd. was incorporated on 28" Dec 1991 under the approval
of Harbin Economic System Reform Committee. This is a joint stock limited
company separated from Harbin Pharmaceutical Group Joint Stock Company.
Harbin Pharmaceutical Group Joint Stock Company hold ****% of the shares
of the responding company and China Southern Securities Co. Ltd. holds
about ***% of the shares of the company. Harbin Pharmaceutical Group Joint
Stock Company is a joint stock limited company with certain holding by State
Asset Supervision Administrative Committee. It also appears that the other
major shareholder M/s China Southern Securities Co. Ltd. was set up jointly
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by 4 state-owned commercial banks. The company claims that non-state
owned shareholders hold over ***% of the shares of the company.

23 The above preliminary examination indicates that there is considerable
state-holding or state control over the responding company and the cost and
prices of the exporter is apparently affected by such state control of the
activities of the exporter. Therefore, pending further examination and
verification of the issues the Authority is of the view that this exporter cannot
be granted market economy status. However, this company, beihg only an

exporter of the subject goods without production and domestic sales, the
normal value is required to be determined with reference to the Normal Value
of ts corresponding producer. Since the exporter has exported the goods
manufactured by M/s. Suzhou Dawnrays Pharmaceutical Co. Ltd.,. China, the
Normal Value shall be determined with reference to that producer. -

c) M/s. Suzhou Dawnrays Pharmaceutical Co. Ltd., China

24 M/s Suzhou Dawnrays Pharmaceutica! Co. Ltd., China PR (Dawnrays)
has filed a questionnaire response and MET claim response as a producer
and exporter of the subject goods to India. On the basis of preliminary
examination of the questionnaire response and the MET claims of this
exporter a letter was issued to them asking for certain additional
information/clarification vide letter dated 30" August 2007. The exporter, vide
its letter dated 11" September 2007 has filed certain clarification on such
1SS Ues. :

25 As per the information filed by Dawnrays, this company was
established in 1995 as a Sino-foreign equity joint venture with investments
from Suzhou Sixth Pharmaceutical Plant (SSPP) and M/s  Xinli
Pharmaceutical | & E Co. Ltd., Hong Kong. Subsequently the shares held by
Xinlh were transferred to M/s Dawnrays International Company: Ltd. The
company has not provided any information about the status of Suzhou Sixth
Pharmaceutical Plant (SSPP) which is the major equity partner ih the joint
venture and the form of capital contribution made by this entity in the JV. The
name of the entity i.e., Suzhou Sixth Pharmaceutical Plant (SSPP) suggests
that this was a plant under the Suzhou provincial administration which has
teen divested through this joint venture. The information submitted by the
nompany alsc shows certain preferential tax benefits to this company as a
foreign invested and technology intensive company.

26 The above preliminary examination indicates that there is considerable
state-holding and state control over the responding company and the cost and
prices of the exporter is affected by such state control of the activities of the
exporter. Therefore, pending further examination and verification of the issues
the Authority is of thé view that the exporter cannot be granted market
economy status for determination of its normal vaiue.
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d) Mis Shijiazhuang Pham Group Hebei Zhongrun Phamaceutical
Co., iL.td., China

27. M/s. Shijiazhuang Pharm Group Hebei Zhongrun Pharmaceutical Co.,
Ltd., China has filed a questionnaire response and MET claim response as a
producer and exporter of the subject goods to India. On the basis of
preliminary examination of the questionnaire response and the MET claims of
this exporter a letter was issued to thém asking for certain additional
information/clarification vide letter dated 30" August 2007. The exporter, vide
its letter dated 13" September 2007 has filed certain clarification on such
issues.

28. WM& Shijiazhuang Pharm Group Hebei Zhongrun Pharmaceutical Co.
Ltd. is stated to be a joint venture company with investments from Taiwan,
Hongkong, Macao and Overseas Chinese in the Peoples Republic of China.

However, examination of the responses and subsequent clarifications reveal
that though there are three major shareholding companies of the above
company, M/s Shijiazhuang Pharmaceutical Group Co., Ltd. which is a sate-
owned enterprise (***% held by Shijiazhuang State-owned Assets
Administration Commission), controls all the three shareholders of the
responding . company. through its cross holdings in these companies.
‘However, the Company claims that the other two shareholders are
incorporated in Hong Kong. It also appears that the company has absorbed
several state-owned enterprises under the directions of the Hebei Provincial
Govt. and Ministry of Commerce.

29.  The above preliminary examination indicates that there is considerable
state-holding and state control over the responding company and the cost and
prices of the exporter is affected by such state control of the activities of the
exporter. Pending detailed examination and verification of the above issues
the Company cannot be granted market economy status for the purpose of
determination of its normal value based on its domestic sales.

e)  Zhuhai United Laboratories Co. Ltd., China

30. M/s. Zhuhai United Laboratories Co. Lid.,, China has filed a
questionnaire response and MET claim response as a producer and exporter
of the subject goods to India. On the basis of preliminary examination of the
questionnaire response and the MET claims of this exporter a letter was
issued to them asking for certain additional mformatlon!clanflcatlon vide letter
dated 30" August 2007. The exporter, vide its letter dated 17" September
2007 has filed certain clarification on such issues.

31.  The responding company claims that Zhuhai United Laboratories Co.
Ltd is an unlisted stock company with shares by foreign investors with one
Hong Kong Company and  another wholly owned foreign investment
enterprise holding major shares of the company. However, examination of the
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questionnaire and MET responses indicates that an entity in the hame of
Zhuhai United Pharmaceutical Factory, which is the predecessor of United
Laboratories, existed and it has been claimed that this entity was also a
limited liability joint venture company incorporated in 1993. As per the
submissions of the respondent the Company was transformed into a joint
stock company in 2001 through an initiators agreement and the initiators have
taken over this company alongwith the debts and other liabilities. It also
appears that while the responding company produces the goods mostly for
export purpose and very little domestic sales, its affiliated company M/s
Zhuhai Lebang United Laboratories produces and sales the goods in the
home market. Therefore, this producer exporter has not filed any information
about domestic sales. They have also not filed any information on their third
country export sales.

32.  In view of the above there are significant issues regarding the original
ownership and method of transformation and valuation of assets and: liabiiities
which require further examination and verification pending which it would not
be possible to grant market economy status to this exporter for the purpose of
determination of its normal value. -~ -

f) M/s.Livzon Syntpharm Co. Ltd. China (Producer), and M/s. Lizhu
Pharmaceutical Trading Co. Ltd. China (Exporter)

33.  Mi/s.Livzon Syntpharm Co. Ltd. China (Livzon) has filed a questionnaire
response and market economy questionnaire response as the producer of the
subject goods in China. M/s. Lizhu Pharmaceutical Trading Co. Ltd. China,
(Lizhu) which is a related trading company of Livzon has also filed a separate
questionnaire response and market economy questionnaire response
supplementing the response of Livzon. On the basis of preliminary
examination of the guestionnaire responses and the MET claims of this
producer-exporter combination a letter was issued to them asking for certain
additional information/clarification vide letter dated 24" August 2007. The
producer-exporter, vide its lefter dated 17" September 2007 has filed certain
clarification on such issues. ‘

34 The responding companies claim that Livzon was established as a
Sino-foreign Joint Venture Company in Zhuhai FTZ. Examination of the
response filed by the company shows that this Company was established in
1893 in Zhuhai FTZ as an affiliate of M/s Livzon Pharmaceutical Group Inc.
Thereafter the shareholding of the company has undergone several changes
and certain companies in Hong Kong have acquired significant pbrtion of
shares on the company. However, it is also revealed that the new companies,
including the Hong Kong Company, have acquired the shares of Livzon, is
also controlled by M/s Livzon Pharmaceutical Group inc. It also appears that
there is an entity in the name of Livzon (group) Pharmaceutical Factory which
holds significant shares of the Company. Therefore, through a maze of
crossholdings in the shares of different entities M/s Livzon Pharmaceutical
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Group Inc continues to control botn the producer (livzon) and exporter (Lizhu)
in this case. However, the status of M/s Livzon Pharmaceutical Group Inc has
not been provided by the responding company. The company does not show
any investment in land and buildings, except the plants and machineries and
no clarification has been provided as to how the land and buildings have been
acquired for the purpose of the production facility and how the same is treated
in the cost of production.

35. .In view of the above there are significant issues regarding the
ownership and control method of transformation and valuation of assets and
liabilities, including land and building, which require further examination and
verification pending which it would not be possible to grant market economy
status to this exporter for the purpose of determination of its narmal value.

36. The Authority riotes that in addition to the above groducers -and
exporter those who have filed detailed questionnaire responses and Market
Economy Responses, another Producer/exporter combination i.e. M/s
Guanzhou Baiyunshan Fharmaceutical Co. Ltd. has filed guestionnaire and
market economy response after the due date of submission. However, these
respondents have submitted that they have never exported the subject goods
to any country including India in the past. They have recently obtained the
export license for export of the subject goods and therefore, request the
Authority to determine a separate margin for them. Since the above
respondents have not exported the goods during the POI the Authority would
not be able to determine their dumping margin. However, the respondents
would be free to approach the Authority for a new shipper review as per the
relevant provisions of the Rules at appropriate time.

(.2 - Determination of normal value

37. As recorded above there ars significant issues of market economy
determination in respect of the responding exporters from the subject country
which requires further examination and verification. Therefore, pending further
examination and verification of the claims made by the responding exporters
and producers from China PR, in respect of their market economy claims and

- individual treatment claims, for the purpose of the preliminary finding, the
authority has provisionally estimated the normal value in China on the basis of
Para-7 to Annexure-i to the Rules.

38.  In this connection [Para 7 of Annexure | of the Rule provides that

in case of imports from non-market economy countries, normal value
shall be determined on the basis if the price or constructed value in the
markel economy third country, or the price from such a third country to
other countries, including India or where ‘it is not possible, or on any
other reasonable basis, including the price actually paid or payable in
India for the like product, duly adjusted if necessary, lo include a
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reasonable profit margin. An appropriate market economy third country
shall be selected by the designated authority in a reasonable manner,
1 1keeping in view the level of development of the country concerned
and the product in question, and due account shall be taken of any
refiable information made available at the time of selection. Acgounts
shall be taken within time limits, where appropriate, of the investigation
made in any similar matter in respect of any other market economy
third country. The parties to the investigation shall be informed without
any unreasonable delay the aforesaid selection of the market ecanomy
third country and shall be given a reasonable period of time ta offer
their comments. | :

39.  The Authority indicated, in the initiation notification, that the : Authority
may notify ar ppropriate third country, in the due course, for the plurpose of
determination~of normal value in China PR in terms of the above provrsuon
However, none of the interested parties, including the applicants, have placed
any material fact before the Authority to select an appropriate market
economy third country for the above purpose. The domestic industry has
submitted that they have made efforts to collect information on prica and cost
data of the subject goods in.market economy third countries but no publicly
available information could be collected in this regard. It has also been argued
that for determination of normal value based on third country cost and prices
the Authority would require complete and exhaustive data on domastic sales
or third country export sales, as well as cost of production and cooperation of
such producers in third country, which the applicant is unable to obtain.
Therefore, the domestic industry has submitted thaf India should be treated as
an appropriate surrogate country for China in this matter and the notmal value
should be determined accordingly.

40. Pending further examination of the issues, for the purpose of
preliminary determination the Authority proceeds to provisionally determine
the normal value in China on other reasonable basis, in terms of second
proviso of para 7 of Annexure 1 to the Rules. Accordingly, the; ex-works
Normal Value of the product under consideration for all exporters fﬂom China
has been provisionally constructed based on facts available. The Normal
Value has been constructed taking into account international pricel of all the
major inputs from the basic raw materials' stage starting from production of
Cyclo Acid (Thiotriazinone), to the extent international prices of isuch raw
materials are available. Consumption norms, conversion cost, and SGA
expenses of the domestic industry have been adopted for determination of the

normal value. After adding a reasonable profit margin of ***% constructed

normal value works out as under:

Cost of raw materials per Kg: Rg** ¥
Conversion Cost & Packing per Kg: Rg*r#re
SGA Expenses and Finance cost per Kg: R
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Profit margln per Kg @ *kk/ . ' Rg**Hww*
Constructed Normal Value Per Kg: Rg*rerer
@ Exchange Rate Rs45.41 USG >

G.3 Export Price
a) Mis. Fujian Fukanga Pharmaceutical Co., China

41,  Fukanga has reporied export of **** MT of the subject goods to india
during the POLl. The goods have been sold to direct customers in India as welt
as through unaffiliated traders in China. The sales to indian customers are in
CIF term and the sales through Chinese unaffiliated traders are at ex-factory
terms. The exporter has claimed adjustments towards infand freight, air freight
and insurance to India, Commission, form charges, credit expenses, customs
brokerage charges, bank charges and export packing cost to arrive at ex-
factory export price. However, it is noticed that no adjustment towards the
VAT paid and refund obtained has been made though the exporter is required
to pay VAT @17% of the invoice value and is entitled for a refund a part of the
VAT paid on export. Pending further clarification and verification of the claims

made, including the VAT adjustments, the Authority has determined the .

export price of the above exporter as follows:

Net EP

"Producer/ | Qty Net Total Direct | VAT Net Vaiue
Exporter Kg Invoice | Selling Adjustments | realized USD/Kg
Value Expenses usb usb :
usb | usD
Fujian kit li*t'ﬁt Jededriedr *hrhnk L a4 L)
F ukang a Tkt

b) M/s. Harbin Pharmaceutical Group Co. Ltd., China

42,  This exporter has exported * MT of the subject goods manufactured
by M/s Suzhou Dawnrays Pharmaceutical Co. Ltd., China to India during the
POI. The exporter purchases the goods from the producer and exports the
goods to India on CIF term. VAT, inland freight and insurance as well as
handling expenses are paid by the producer on door-to-door terms. Therefore,
the exporter has claimed adjustments towards the shipping expenses and
insurance only. The exporter has also not shown any adjustments towards

form charges, credit expenses, customs brokerage, and export packing. Since’

the comparison is required to be made at the ex-factory level adjustments
towards the above expenses as well as differential VAT paid by the producer
are required to be made from the ‘export price of the exporter for fair
comparison purpose. Adjustments on account of these expenses have been
made on facts avaiiable basis as per the response filed by other
producers/exporters. Accordingly, pending further examination and verification
of the data net ex-factory export price works out as follows:
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Producer/ Qty | Net Total Direct | VAT Net Value | Net EP
Exporter in Invoice | selling Adjustments |‘reallzed USD/Kg
Kgs | Value expenses | USD uspb '
B usD usp
| Suzhou T dlok drdekkdr whdk ) P Ld 2] whihkd £ s g
Dawnrays /
! Harbin Pharma

c) M/s. Suzhou Dawnrays Pharmaceutical Co. Ltd., China

43 This producer exporter has exported **** MTs of the subject goods to
India during the POI. The exporter has reported the direct sales of the subject
goods to Indian customers. In addition to this the goods manufactured by this
company and exported by M/s Harbin Pharma has also been separately
reported by that exporter.

44 The sales to Indian customers are in CIF term. The exporter has
claimed adjustments towards overseas freight and insurance, credit
expenses, and bank charges to arrive at ex-factory export price. The exporter
has clarified that inland freight is included in *he overseas freight bill and
hence not claimed separately. The exporter has revised the appendix 2
including an adjustment towards VAT paid and refund obtained. Accordingly,
VAT differential of 4% on the FOB price has been adjusted from the invoice
price to arrive at net export price at ex-factory level. However, the exporter
has not shown any adjustment towards form charges, customs brokerage,
and export packing. Since the comparison is required to be made at the ex-
factory level adjustments towards the above expenses are required to be
made from the export price of the exporter for fair comparison purpose.
Accordingly, adjustments have been made on facts available basis as per the
response filed by other producers/exporters. Accordingly, pending further
clarification and verification of the claims made, the Authority has determined
the net export price of the above exporter as foliows:

| Producer/ | Qtyin [ Net Totai Direct | VAT Net Value | Net EP
: Exporter Kgs Invoice | selling Adjustments | realized USD/Kg
. Value expenses usoD usD :
- usp usb
| Suzhou ool Wk T Wk ey P

. Dawnrays i

d) M/s. Shijiazhuang Pharm Group Hebei Zhongrun Pharmaceutical
Co, Ltd., China :

45 This exporter has made only two shipments (** Kgs) of the subject
goods to India during the POI. The exports are on CIF term and the exporter
has claimed adjustment towards commission, inlard transportation, handling
expenses, and overseas transportation and insurance expenses. The
Company ahs also indicated that they obtain VAT refund of 13% on
exportation. However, the exporter has not shown any adjustment towards
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credit expenses, form charges, customs brokerage, and export packing. Since
the comparison is required to be made at the ex-factory level adjustments
towards the above expenses are required to be made from the export price of
the exporter for fair comparison purpose. Accordingly, adjustments have been
made on facts available basis as per the response filed by other
producers/exporters. Accordingly, pending further clarification and verification
of the claims made, the Authority has determined the net export price of the
above exporter as follows:

Producer/ | Qty | Net Total Direct | VAT Net Value | NetEP
Exporter in Invoice | selling AdJustments | realized USD/Kg
KG Value | expenses |USD usD
usD UsD
Hebei « et Lid l ) ik . ek e Ll i1l L]
Zhungrun

e) Zhuhali United Laboratories Co. Ltd., China

46.. This producer exporter has exported *+ MTs of the subject goods to
India during the POl. The exports are in CIF term and the exporter has
claimed adjustments towards overseas freight and insurance, ecredit
expenises, and bank chargss to arrive at ex-factory export price. The exporter ,
has clarified that inland freight is ‘included in the overseas freight bill and
hence not claimeq separately. However, the exporter has not indicated the
VAT pdid and refund obtained on the exports for a suitable adjustment to the
export price. Therefore, for the purpose of preliminary determination, pending
further examination and verification of the claims, VAT of 4% on the FOB
value of exports has been adjusted alongwith other adjustments indicated
against other exporters to arrive at net export price at the ex-factory level as
follows : _ .

Broducer |Gty  TNet [ Total Direct [ VAT — Net Value | Net

Exporter Kg Invoice | selling Adjustments | realized EP
' - . Value expenses usD usb usD/
; usbD __ | uUsb _ ' Kg
Zriuhai ;: = - wrirdedrdr Wk w - Serrdrir Adedfed el . Sl drok
--United

f)  Mis.Livzon Syntpharm Co. Ltd. China (Producer), and M/s. Lizhu
Pharmaceutical Trading Co. Ltd. China (Exporter)

47, As stated earlier M/s Livzon Synthpharm Co. Ltd, is only a
manufacturer of the "subject goods and the goods are invoiced to India
through M/s Lizhu Trading Company Lid. which is the related trading
company of Livzon. It has been clarified by the company that the
documentation for the export purpose is actually back-to-back and Lizhu
trading functions as the trading department of Livzon.
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48. The producer-exporter combination has exported =~ MTs of the
subject goods to India during the POIl. The exports are in CIF term and the
exporter has claimed adjustments towards freight and insurance, and credit
expenses to arrive at ex-factory export price. However, the exporter has
provided the amount of VAT paid and refund obtained on the exports and
gross invoice value excluding VAT of 4%. Therefore, for the purpose of
preliminary determination, pending further examination and verification of the
claims, net export price at the ex-factory level has been determined based on
its guestionnaire response, duly adjusted for the expenses as indicated
against all exporters as indicated above as follows:

| Producer/ Qty Net Total Direct | VAT Net Value Net EP
| Exporter Kg Invoice | selling Adjustments | realized USD/Kg
: Value expenses usD usb
] usD usb
LIVZOF\ Wb dedededede L ts] kk.kkk Wil ek
Synthpharm/
|_Lizhu Trading

G.4 Dumping Margins

43.  For the purpose of determination of dumping margin the ex-works
normal value and export pr.;es so determined provisionally have been
compared at the same level of trade and dumping margin has been
provisionally determined for the exporters from the subject country as follows:

Producer Exporter Normal Export Price | Dumping | DM
Value Margin %

- USD/Kg | USD/Kg USD/Kg.
Fujian Fukanga Fujian Fukanga il - e 92%
Suzhou Wrirdedrd . ik Al e ol

. Dawnrays Harbin Pharma 66%
Suzhou Suzhou Lidd ol T el ke Lt e ] )

. Dawnrays Dawnrays 84%

| Hebei Znhungrun | Hebei Zhungrun | ™ - S ki 78%
Zhuhai United Zhuhai United e - il 91%
lezon Li st 1] wdrrdedr Eaa 13
Synthpharm Lizhu Trading 78%
All Others All Others b - 112%

H. INJURY DETERMINATION

50. The Authority notes that no argument has been made by any interested
party on the injury claims of the domestic industry.

H.1 Examinatidn of Injury and Causal Link:

51.  Rule 11 of Antidumping Rules read with Annexure -l provides that an

injury determination shall involve examination of factors that may indicate
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injury to the domestic industry, “. taklng into account all relevant facts,
including the volume of dumped imports their effect on prices in the domestic
market for like articles and the consequent effect of such imports on domestic
producers of such articles....” In considering the effect of the dumped imports
on prices, it is considered necessary to examine whether there has been a
significant price undercutting by the dumped imports as compared with the
price of the like article in India, or whether the effect of such imports is
otherwise to depress prices to a significant degree or prevent price increases,
which otherwise would have occurred, to a significant degree.

52. The Authority notes that the application for imposition of antidumping -
duty has been filed by M/s Arobindo Pharma Ltd. Hyderabad, who commands

a major proportion of total production of the subject goods in India. In terms of

Rule 2(b) of the Rules the above producers has been treated as the domestic

industry for the purpose of this investigation. The Authority also notes that.
there are other known producers of the subject goods in India i.e., M/s Orchid

Chermicais, Chennai; M/s Lupin lab, MP; M/s Nectar Life Science, Chandigarh

and M/s Kopran Ltd. Mumbai. It has been brought to the notice of the

Authority that M/s Orchid Chemicals is a 100% EOU and has imported the

subject goods during the POl M/s Lupin, has also been reported as an

importer of the subject goods during the POl. However, in the spirit of
Supreme Court Judgment in Reliance Industries Vs Designated Authority

matter, all the known producers of the subject goods have been requested to

file their cost and injury information for the purpose of injury determination and

determination of non-injurious price for the domestic industry as a whole.

However, these producers have not filed any information so far. Therefore, for

the purpose of preliminary determination the cost and injury information of the

applicant domestic producer, constituting the domestic mdustry as defined in

Rule 2(b), has been exarnined. .

53. For the examination of the impact of the dumped imports on the
domestic industry in India, indices having a bearing on the state of the
industry such as production, capacity ufilization, sales volume, stock,
profitability, net sales realization, the magnitude and margin of dumping, etc. -
have been considered in accordance with Annexure Il of the Rules. All
economic parameters affecting the Domestic Industry as indicated above
such as production, capacity utilization, sales volume etc. have been
~ examined as under: -

A) Volume Effects of Dumped lmports Import volumes and market
shares

a) Import volumes and share of subject countries:
54. With regard to the volume of the dumped imports, the Authority is

required to consider whether there has been a significant increase in dumped
imports, either in absolute terms or relative to production or consumption in
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India. The domestic industry has argued that the DGCI&S data does not
reflect the complete import data and the import volume is higher than that has
been reported in the DGCI&S data.

55, The Authority has examined the volume of imports of the subject goods
from the subject country and other countries based on the transaction-wise
import data provided by DGCI&S and IBIS data provided by the domestic
industry. The export data of the responding exporters from China have also
been taken into consideration. The Authority notes that the export from the
subject country as reported by the responding exporters is found higher than
the import reported in the DGCIS data. Therefore, for the purpose of the
preliminary determination the export volume reported by the cooperat:ng
exporters has been considered for volume analysis. :

Quantity in Kgs

[Period 2003-04 2004-05 2005-06 POI
_Country 1 Quantity Quantity |  Quantity Quantity
KG KG KG KG

| CHINAPRP | 65 3449 35497 93456

" Trend 100 5306 54611 143778 .

| Others 590 5515 507 1317
Trend 100 935 86 223
Total 655 8964 36004 94773
Trend 100 1369 5497 14469

| Share of

[ subject country 10% 38% 99% 99%

| Trend 100 388 994 994

56. The above data indicates that total imporis and dumped imports of the
subject goods from the subject countries have increased several folds during
the injury examination period. The share of dumped imports from the subject
countries has increased from 0.99% in the base year to about 98% of, the total
imports during the POl

b) Actual and potential effect on production and capacity utilization:

57.  The volume of domestic production and effects of dumped injports on
the domestic operation of the domestic industry have been examined in terms
of total production, capacity utilization and domestic sales of the domestic
industry.

Quantity in KG
Production, Sales | POKOct’05-
~_and Demand 2003-04 | 2004-05 | 2005-06 Sep’06)
Installed Capacity of DI {  *** L
Trend 100 119 142 167
Production (DI) | ™
Trend 100 105 132 131




[MI—ETE 1]

: B i
HR hl o9 - AR

Capacity Utilization D! 99% 88% 93% 78%
Trend 100 88 93 78
Domestic Sales of DI
Trend : 100 102 - 119 128
Captive conSUmption el ik rividrd AR AR
Trend 100 158 92 109
Sales of Other nn.iaa wird Akdrdk ik
domestic Producers .

Trend ' 100 116 125 139
Imports . B55 8964 36004 - 94773
Trend 100 1369 5497 14469
TOtal Demand Lit el ET i) : wddedrd drdrdrdre
Trend 100 117 152 215

£8. The Authority notes that the capacity of the domestic industry is
determined by the capacity of the sterilization unit. During the injury
investigation the company has constantly improved the productivity of the
sterilization unit by reducing the batch process time and increasing per day
number of batches gradually while an additional block has been added for this
product. Accordingly the capacity of this product has increased by about 67%
compared to the base year. However, the production has increased by only
37% resulting in significant decline in capacity utilization. While domestic
demand has increased by about 115% compared to the base year, the sale-of
the domestic industry during the corresponding period increased by only 28%.
Whereas the imports has increased by several folds compared to the base

year, 99% of which is contributed by the subject country.

c) Actual and poténi:ial effect on market share:

59. Effects of the dumped imporis on the domestic sales and market
shares have been examined as follows:

POI(Oct'05-
Share in Demand 2003-04 | 2004-05 | 2005-06 Sep’06)
Subject countries ** % *exROp LM% ****%
Trend 100 4553 35882 66892
Other countries % % 0% %
Trend 100 802 56 104
Domestic Industry ***% ****% % F%
Trend 100 89 78 59
Other domestic % % ****% %
producers
Trend 100 82 65

100
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60. While the demand of the subject goods in the domestic market has
increased by about 115%, the share of the domestic industry in the total
demand has declined by over 20% compared to the base year; whereas the
share of the dumped imports has increased from a negligible share to about
38% of the total demand, indicating that the dumped imports have significantly
impacted the domestic industry’'s sales volumes and market shares. Other
domestic producers have also lost considerable market share.

B) Price Effect of the Dumped imports on the Domestic Industry

61.  Withregard to the effect of the dumped imports on prices, the Authority
is required to consider whether there has been a significant price undercutting
by the dumped imports as compared with the price of the like product in India,
-or whether the effect of such imports is otherwise to depress prices to a
significant degree or prevent price increases, which otherwise WOuId have
occurred, to a significant degree.

i) Trend of import prices
62. CIF import price of the subject goods from the subject country has

been analysed based on the DGCI&S data as well as export data of the
cooperating exporters as under: -

POI(Oct'05-

CIF Export Price 2003-04 2004-05 2005-06 Sep’06)
China PR 6818 . 5204 5585 . 4776
Trend 100 76 82-_ © 70

63. The above data indicates that the CIF import price of the sut}ject goods
from the subject country has declined by about 30% over the injury period.

i) Price undercutting and underselling effects

64.  Price undercutting has been provisionally determined by comparing the
weighted average landed value of dumped imports from the subject country
over the entire period of investigation with the. weighted average net sales
realization of the domestic industry for the same period. For this purpose
landed value of imports has been calculated by adding 1% handiing charge
and applicable basic customs duty to the value reported in the DGCI&S data
of import prices from the subject country.

65. In determining the net sales realization of the domestic industry, the
rebates, discounts and commissions offered by the domestic industry and the
central excise duty paid have been rebated.

66. For the purpose of price underselling determination the weighted
average landed price of imports from subject country has been compared with
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the Non-injurious selling price of the domestic industry determined for the

POI. 7 :
| | . Rs/Kg
: _ - POI(Oct’'05-
Particulars 2003-04 | 2004-05 | 2005-06 Sep’'06)
Cost of sales R kK .****f ki
Trend 100 105 100 99
Selling Price - Domestic o
Trend ‘ 100 93 85 79
-Landed Value _ China PR BT L ek _ Fkddek ok dok
Trend 100 69 | 62 S0
Price Undercutting o it o .
(****.)

Trend (100) 66 70 117
Price Undercutting (%) _ -
Range o : _ 20-30%
NIP o . deedede ok
Price Underselling : o e
Price Underselling % ' FRRRROY
Range : o | -~ 50-60%

687. The above data shows that cost of production and sales of the .
domestic industry has remained more or less same over the injury
investigation. But net sales realization of the domestic industry has declined
by about 21% over the injury period; as the landed value of imports from the
subject country declined by about 50% compared to the base year and about
12% compared to the previous year. The landed value of the dumped imports
is significantly below the net sales realization of the domestic industry and has
significant price undercutting effect. The landed value is also significantly
below the non-injurious price resulting in significant price underselling effect
on the domestic industry. '

iii)  Price sﬁppression and depreésion effects of the dumped imports:
68. To examine the price suppression effect of the dumped imports on the

domestic prices the trend of ret sale realization of the domestic industry has
been compared with the cost of productien. '

! : - Rs/Kg
Particulars | 2003-04 | 2004-05 | 2005-06 | PQIl(Oct'05-Sep’'06)
Cost of Production flehaiaid * ke F— P
Trend . 100 . 102 08 ' 99
Seli%ng; Price bulaiabedd e I fraear

bsypyaifo7- 7
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89. The data indicates that while the cost of production of the domestic
industry has remained almost same during the PO1 the sales realization of the
domestic industry has significantly declined. The selling price is significantly
below the domestic cost of sales in the years leading to the POI. 1t therefore,
appears that while the costs have remained at the same level, the domestic
industry has been forced to suppress its prices, in order to retain its falling
market share due to dumped imports. This price depression appears to have
caused financial loss to the domestic industry as the industry is unable to
realize its cost in the domestic market.

70.  The above provisional analysis shows that the dumped imports have
adverse volume and price effect on the domestic industry in terms of increase

-in volume of dumped imports both in absolute terms, and by depressing the

prices of the domestic market while eroding its market share.

H.3 Examination of other injury factors

71.  After examining some of the injury factors l.e. actual and potential
decline in sales and market share; actual and potential increase in volume of
imports etc. in the previous secticn, the Authonty has examined the other
mandatory injury parameters as follows:

a) Profits/Loss and Return on investments

© 72 Profits earned by the domestic industry from the sales of the SUbjECt

goods in the domestic market were as foilows: -

S - , — J

| POI(Oct’05

' - Unit 2003-04 | 2004-05 | 2005-06 | Sep’'06) .
S ] ‘ ]
Domestic Cost of —[ - : PP ‘ i L kkkAk ‘_*%**_—‘]
Sales Rs./kg ,ﬁ_‘\
Trend [ Indexed | 100 | 105 | 100
Domest!c Se”mg P— \ Py Fyme Wﬁ
price . | Re/kg % _
Trend Indexed | 100 | | 8 79
PrOf_it/LOES”_f;f T Rs fki *akwk ] *****‘T *i\-*** _—1' s —f**** .
Tend Indexedtmo TTm T w @
Investment i U Rs.iLacs ),,,,***** N __**f'j_ o 7*7**** o
Trend : | Indexed 100 ;118 | ‘Il? A ~|
Return On Caplta| 0/0 ‘ Fnk Rk ‘ S | Hdekkk ! (x****) |
‘Employed % (NFA | ‘ f \ |
Basis) | | S S
Trend + ndexed | 106 | 36 | 17- | (5

73 The above data shows that while the cost of production has remained
more or less same during the injury investigation period, the selling price has
declined significantly during this period. From positive profit margin per unit in
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the base year, profitability of the domestic industry has declined continuously
over the injury investigation period and resulted in net loss on the domestic
sales in the POIl. The return on the domestic investments of the domestic
industry has declined significantly during the POl as compared to the base
year and during the POI the domestic industry had a negative return from the
subject goods. '

b) Employment and Wages
74, Number of employees and wages paid indicates that employment has

increased because of the increase in production, which is in line with the
capacity addition. The wages have also increased compared to the base year.

] POI(Oct'05-
Unit- | 2003-04 | 2004-05 | 2005-06 | Sep’'06)

Empioyment Nos. 216 276 329 354

Trend Indexed 100 128 152 164

Vvages Rs' Lacs ****'{t Fedekwrk wrdedekok PRk

Trend indexed 100 629 . 317 333

A‘Verage *dekdk ek dek *****- dkkkk

wages per :

person Rs

Trend Indexed 100 493 208 203

c) Inventories

75.  Inventory holding of the domestic industry in terms of average stock
and stock as a percentage of sales shows decline. However, the Authority
also notes that the domestic industry has also increased its exports by about
100% compared to the base year resulting in liquidation of the stock.

Inventory ' POIOct'0
Unit 2003-04 | 2004-05 | 2005-06 | 5-Sep’06)
C)penlng St0ck Klg . % & ke ek ek kR k de ke kkk
C:IoSi ng Stock Kg . ek ok ek *edekkk e ek de o Rk
F\Verage StoCK Kg Frdrdede R e d de ek o ke de ek
Trend Indexed 100 80 103 83
Inventory as a %
of sales % 0.5% 0.3% 0.4% 0.3% -

d) | Cash Profit

76.  Cash profits of the domestic industry over the injury period have been
as under: -

4544 Gl/O7T—8
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| POKOCt05-
Cash Profit Unit 2003-04 | 2004-05 | 2005-06 Sep’06)
Total profit before tax | Rs. Lacs | **** e ¢ty Lttt
Trend 100 22 (5) {54)
Depl‘eCIEtIOH on . Fd Rk dedrdr ki ek A v i Wik ki
Domestic Sales Rs. Lacs
Trend 100 70 50 64
Cash pr0f|t for product Fdrdededr RN e (*****)
Trend 100 31 5 (33)
Cash Profit: Domestic Rs./Kg ek L i ()
Sales
Trend indexed 100 30 4 (26)

77 ltis seen that the cash profits of the domestic industry has significantiy
deteriorated over the injury period resulting in cash losses in the POI.

e) Productivity

78.  The productivity of the domestic indljstry has been examined with
reference to production per day and per employee as follows:

POI{Oct'05-
Productivity Unit 2003-04 | 2004-05 | 2005-06 Sep’06)
Total Production Kg b1 2 L WREKK Fed dr ik dedkdkvk
Trend Indexed 100 105 132 131
Productlon Per day Kg W e ek e e e ke Frdrd ik e e 9 e o
Trend Indexed | 409 105 | 132 137
No of Employees Nos 216 276 329 354
Trend |ndexed Frdede kR e de ek e de b de % sk Wi
PdeUCtIVity per Kg ook e Rk & kR dedr dedrdrkk *Wkdk
employee
Trend indexed 100 83 87 80

79. The data shows that daily productivity of the domestic industry has
improved. However, per employee productivity has declined.

f) Growth

80. Performance of the domestic industry shows that capacity, production,

and sales of the domestic industry show positive growth. However,
parameters such as market share, profit, cash flow, and return on investments
shows negative growth.
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a) Ability to raise fresh Investment

81.  The Authority notes that there is a healthy growth in domestic demand
fro the subject goods and the domestic industry has made fresh capital
investments for expansion during the investigation period apparently keeping
in view significant growth in demand for the product.

h} -Magnitude of Dumping

82. The dumping margin determined for the subject country and the
applicant-exporter is above de minimis level.

i) Factors affecting prices

83.  Preliminary examination of trend in the volume of dumped imports and
prices from the subject country and the domestic prices indicate that the
dumped imports through volume and price effects have affected the prices of
the domestic industry.

H.4 Overall assessment

84. The above preliminary analysis of the factors indicate that in spite of

. the improvement in capacity, production, and sales, the domestic industry
suffered injury on account of decline in market share, rnet sales realization,
profitability, return on invesfments and cash profits. Volume of dumped import
from the subject country has increased many fold and the prices of dumped
imports, which have sharply declined during this period, were  significantly
undercutting the prices of the domestic industry, resulting in significant decline”
in selling price in the domestic market. Decline in the selling price has resulted
in significant financial losses to the domestic industry. The injury suffered by
the domestic industry is material and significant.

l Causal link and other factors

85. Having examined the existence of material injury and volume and price
effects of dumped imports on the prices of the domestic industry, in terms of
its price undercutting, price underseling and price suppression, and
depression effects, other indicative parameters listed under the indian Rules
and Agreement on Anti Dumping have been examined to see whether these
any other factor, other than the dumped imports could have contributed to
injury to the domestic industry. Accordmgly, the following parameters have
been examined:

i) Volume and prices of impbrts from other sources

DGCIS data shows that the subject goods are being imported from
. other countries not under investigation. However, the volume of imports

(-
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i)

i)

v)

vi)

from the subject country 1s about 99% of total imports. Therefore,
imports from other sources are insignificant and prices are higher than
the import prices from the subject country. Therefore, the imports from
other countries do not affect the prices in the domestic market;

Contraction in demand and / or change in pattern of consumption

Demand for the subject goods shows a healthy growth during the entire
injury investigation period and therefore, the injury to the domestic
industry has nothing to do with the lack of demand in the country. The
data on consumption and demand does not show any significant
change in the pattern of consumption of the product.

Trade restrictive practices of and competition between the foreign
and domestic producers ‘

The goods are freely importable. The applicants are the major
producers of the subject goods and account for major domestic
production and sales. Other domestic producers are importing
significant volumes of the subject goods. No other evidence of
conditions of competition or trade restrictive practices has been
brought to the knowledge of the Authority by any interested party.

Development in technology: -

There is no allegation of significant changes in technology which could
have caused injury to the domestic industry.

Export performance of the domestic industry: - .

The Authority notes that the export sale of the domestic industry is
significant and shows positive growth. However, for the purpose of
injury analysis the domestic sales only has been considered and injury,
if any, caused due to the export performance of the domestic industry
has not been attributed to the dumped imports.

- POI

| Unit "] 2003-03 [ 2003-04 1 2004-05
EExpon Sale KG A 112 3 ] ke kR Khkdkk : edr ik
Trend Indexed! 100 113 160 192

Productivity of the Domestic Industry

Productivity of the domestic industry has improved in terms of total
output. Therefore, this cannot be attributed to the injury to theidomestic
industry.
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86. The above non-attribution analysis shows that noc other known factors,
other than the dumped imports, appear fo have affected the domestic

industry.
.1 Factors establishing causal link

87. Analysis of the performance of the domestic industry over the injury
period shows that the performance of the domestic industry has materially
deteriorated due: to dumped imports from the: subject county. Therefore, the
causal links between dumped imports and the injury to the- domestlc industry
is established on the following grounds:

a. The volume of dumped import from the subject country has sharply
increased and the price has significantly declined during the injury
investigation period, resulting in significant price undercutting and
underselling. As a direct consequence, the domestic industry was
forced to reduce the prices though the cost of production remains more
or less same over the same period.

b. Increase in import volumes and reduction in the selling prices by the
domestic industry adversely affected the profits, cash flow and return
on investments of the company.

C. Significant positive price undercutting resulted in increase in market
share of imports from the subject country. As a direct consequence,
market share of the domestic industry has declined. The domestic
industry appears to have responded to decline in import prices by
depressing its prices and suffered financial losses.

88. Therefore, the Authority provisionally concludes that the domestic
industry suffers material injury and the injury has been caused by the volume
and price effects of dumped imports from the subject country.

J. Magnitude of Injury and injury margin

89. The non-injuricus price for the domestic industry determined by the

Authority has been compared with the landed value of the exports from the . -

subiject country for determination of injury margin. The we;ghted average
landed price of the exporters from the subject country and their injury margins
have been workeéd out as follows: .

Producer - Exporter : NIP - | Landed Injury Margin
Value
‘ — [ Re/ikg_| Rs/Kg Rs/Kg
Fujian Fukanga Fujlan Fukangg fedrdede e dr e . el
Suzhou Dawnrays Harbin Pharma - i -
Suzhou Dawnrays Suzhou Dawnrays | ™" e e
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Hebei Zhungrun Hebei Zhungrun i Rekkok ok
Zhuhai United Zhuhai United ol ke Wik
Livzon Synthpharm Lizhu Trading ool hikabd T kwmwk
Alt Others All Others ik ok Fhkkk Fekokok

K. Conclusions

90. After examining the issues raised and submissions made by the
interested parties and facts made available before the Authority, as recorded
in this finding, the authority provisionally conciudes that:

i) The subject goods have entered the Indian market from the subject
country at prices less than their normal values in the domestic market
of the exporting country;

i) The dumping margins of the subject goods imported from the subject
country are substantial and above de minimis,

i) The domestic industry has suffered material injury and the injury has
been caused to the domestic industry, both by volume and price effect
of dumped imports of the subject goods originating in or exported from
the subject country.

L. Indian industry's interest & other issues

91. The Authority notes that the purpose of anti-dumping duties, in generali,
is to eliminate injury caused to the Domestic Industry by the unfair trade
practices of dumping so as to re-establish a situation of open and fair
competition in the indian market, which is in the general interest of the
country. Imposition of provisional anti-dumping measures would not restrict
imports from the subject countries in any way, and, therefore, would not affect
the availability of the products to the consumers.

M. Recommendations

92. The Authority notes that the investigation was initiated and notified to
all interested parties and adequate opportunity was given to the exporters,
importers and other interested parties to provide positive information on
various aspects of dumping, injury and causal links. Having initiated and
conducted a preliminary investigation into dumping, injury and causal links
between dumping and injury to the domestic industry, in terms of the Rules
laid down, and having provisionally established positive dumping margin
against the subject countries, and having concluded that the domestic
industry suffers material injury due to such dumped imports, the Authority is of
the opinion that imposition of provisional measure is required to prevent injury
being caused to the domestic industry during the investigation period.
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93. Therefore, Authority considers it necessary and recommends
imposition of provisional anti-dumping duty on imports of subject goods, from
the subject country, in the form and manner described hereunder.

94. Having regard to the lesser duty rule followed by the authority, the
Authority recommends imgosition of provisional anti-dumping duty equal to -
the lesser of margin of dumping and margin of injury, so as to remove the
injury to the domestic industry. Accordingly, provisional antidumping duty
equal to the amount indicated in Col 9 of the duty table annexed herewith is
recommended to be imposzd from the date of notification to be issued in this
regard by the Central Government, on all imports of subject goods originating
in or exported from the subject country.

Duty Table

Si. |Sub Heading or|Description off Specifi | Countr | Country | Produce | Exporte | Duty | Unitof | Curre

No Tariff item Goods cation y of of Export re r Amou | Measu | ncy

erigin ' nt re

1 2 3 4 5 6 7 8 , 8 10 11

Ceftriaxone Fujian Fujian
2941.9090 & { Sodium China | Fukang | Fukang
1] 2942.0090 Sterile™* Any PR ChinaPR | a a 8186 | KG Uss
Suzhou _
. China Dawnra | Harbin S
2 | -Do- -Do- -Do- PR ChinaPR | ys Pharma | 65.08 | KG uss
Suzhou | Suzhou
_ : China Dawnra { Dawnra
3 | -Do- -Do- -Do- PR China PR | ys ¥s 77.99 | KG Uss
Hebei Hebei : :
China Zhungru | Zhungr
4 | -Do- -Do- -Do- PR ChinaPR | n un 7450 | KG USs
China Zhuhai | Zhuhai
5 | -Deo- -Do- -Do- PR China PR | United | United [ 81.04 | KG Uss
: Livzon
China Synthph | Lizhu
6_| -Do- -Do- -Do- PR China PR | arm Trading | 74.59 | KG Uss
Any combination
China other than the :
7 | -Do- -Do- -Do- PR China PR | above 89.96 | KG Uss
Any other
China than China :
8 | -Do- -Do- -Do- PR PR Any Any 89.98 | KG US$
. Any other
' than \
9 | -Do- -Do- -Do- China PR|China PR | Any Any 89.96 | KG Uss

** Ceftriaxone Disodium Hemiheptahydrate-Sterile (C18H16N8Na2078331/2H20)
*+ Complete Names of the producers and Exporters
1. M/s. Fujian Fukanga Pharmaceutical Co., China (Fukanga)
2. M/s. Harbin Pharmaceutical Group Co. Ltd., China(Harbin Pharma)
3. M/s. Suzhou Dawnrays. Pharmaceutical Co. Ltd., China (Suzhou

Dawnrays) ‘
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4. M/s.Shijiazhuang Pharm Group Hebei Zhongrun Pharmaceuticpal Co., Ltd.,
China {(Hebei Zhongrun) - g

5. Mfs Zhuhai United Laboratories Co. Ltd., China (Zhuhai United)

6. M/s.Livzon Syntpharm Co. Ltd. {Producer) (Livzen Syntpharm), China, with
M/s. Lizhu Pharmaceutical Trading Co. Ltd. (exporter) (Lizhu trading).

P. Further Procedures

95,  The following procedure would be followed subseguent to rotification
of the preliminary findings: - - o :

(@)  The Authority invites comments on these findings from all interested
parties and the same wouid be considered in the final finding;

(b)  Exporters, importers, petitioner-and other interested parties known to
be concemned are being addressed separately by the Authority, who
may make known their views, within 40 days from the date of
publication of these findings. Any other interested party may aiso make
known its views within forty (40) days from the date of publication of
these findings; ’ "

(c)  The Authority would conduct further verification to the extent deemed

necessary,
(d)  The Authority would disclose essential facts before announcing final
findings.
R. GOPALAN, Designated Authority
L
* Prinicd by the Manager, Govi. of mﬁmm New Delhi-110064

and Published by the Controller of Publications, Delhi-110054




