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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation Nos. 701-TA-606 and 731-TA-1416 (Preliminary)

Quartz Surface Products from China
DETERMINATIONS

On the basis of the record® developed in the subject investigations, the United States
International Trade Commission (“Commission”) determines, pursuant to the Tariff Act of 1930
(“the Act”), that there is a reasonable indication that an industry in the United States is
materially injured by reason of imports of quartz surface products from China that are alleged
to be sold in the United States at less than fair value (“LTFV”) and to be subsidized by the
government of China.?

COMMENCEMENT OF FINAL PHASE INVESTIGATIONS

Pursuant to section 207.18 of the Commission’s rules, the Commission also gives notice
of the commencement of the final phase of its investigations. The Commission will issue a final
phase notice of scheduling, which will be published in the Federal Register as provided in
section 207.21 of the Commission’s rules, upon notice from the U.S. Department of Commerce
(“Commerce”) of affirmative preliminary determinations in the investigations under sections
703(b) or 733(b) of the Act, or, if the preliminary determinations are negative, upon notice of
affirmative final determinations in those investigations under sections 705(a) or 735(a) of the
Act. Parties that filed entries of appearance in the preliminary phase of the investigations need
not enter a separate appearance for the final phase of the investigations. Industrial users, and,
if the merchandise under investigation is sold at the retail level, representative consumer
organizations have the right to appear as parties in Commission antidumping and countervailing
duty investigations. The Secretary will prepare a public service list containing the names and
addresses of all persons, or their representatives, who are parties to the investigations.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure
(19 CFR 207.2(f)).

? 83 FR 22612 (May 16, 2018) and 83 FR 22618 (May 16, 2018).
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BACKGROUND

On April 17, 2018, Cambria Company LLC, Eden Prairie, Minnesota filed a petition with
the Commission and Commerce, alleging that an industry in the United States is materially
injured or threatened with material injury by reason of LTFV and subsidized imports of quartz
surface products from China. Accordingly, effective April 17, 2018, the Commission, pursuant to
sections 703(a) and 733(a) of the Act (19 U.S.C. 1671b(a) and 1673b(a)), instituted
countervailing duty investigation No. 701-TA-606 and antidumping duty investigation No.
731-TA-1416 (Preliminary).

Notice of the institution of the Commission’s investigations and of a public conference
to be held in connection therewith was given by posting copies of the notice in the Office of the
Secretary, U.S. International Trade Commission, Washington, DC, and by publishing the notice
in the Federal Register of April 23, 2018 (83 FR 17675). The conference was held in Washington,
DC on May 8, 2018, and all persons who requested the opportunity were permitted to appear
in person or by counsel.



Views of the Commission

Based on the record in the preliminary phase of these investigations, we determine that
there is a reasonable indication that an industry in the United States is materially injured by
reason of imports of quartz surface products (“QSP”) from China that are allegedly sold in the
United States at less than fair value and allegedly subsidized by the government of China.

. The Legal Standard for Preliminary Determinations

The legal standard for preliminary antidumping and countervailing duty determinations
requires the Commission to determine, based upon the information available at the time of the
preliminary determinations, whether there is a reasonable indication that a domestic industry is
materially injured or threatened with material injury, or that the establishment of an industry is
materially retarded, by reason of the allegedly unfairly traded imports.! In applying this
standard, the Commission weighs the evidence before it and determines whether “(1) the
record as a whole contains clear and convincing evidence that there is no material injury or
threat of such injury; and (2) no likelihood exists that contrary evidence will arise in a final
investigation.”?

1. Background

Cambria Company LLC (“Cambria” or “Petitioner”), a domestic producer of QSP, filed the
petitions in these investigations on April 17, 2018.3 Representatives from Cambria appeared at
the conference and submitted a postconference brief.

Several U.S. importers of QSP from China participated in these investigations as
respondents. Representatives from M S International, Inc. and Arizona Tile LLC (collectively
“MSI Respondents”); Reliance Granite and Marble Corp., Stone Showcase, Absolute Stone,
Universal Granite & Marble, Bedrock Quartz, and Cosmos Granite & Marble (collectively
“Reliance Respondents”); and Bruskin International, LLC, Granite Tech Inc., JG Edelen Co.,
Mstone, LLC, Polarstone US Inc., and Stone Vic-Kedin USA Ltd. (collectively “Bruskin
Respondents”) appeared at the conference and submitted postconference briefs.

U.S. industry data are based on the questionnaire responses of three domestic
producers, which accounted for all known U.S. production in 2017 of slabs of quartz surface
products that were not fabricated (“quartz slab”). U.S. import data are based on official
Commerce import statistics and the questionnaire responses of 79 U.S. importers, accounting

119 U.S.C. §§ 1671b(a), 1673b(a) (2000); see also American Lamb Co. v. United States, 785 F.2d
994, 1001-04 (Fed. Cir. 1986); Aristech Chem. Corp. v. United States, 20 CIT 353, 354-55 (1996). No party
argues that the establishment of an industry in the United States is materially retarded by the allegedly
unfairly traded imports.

2 American Lamb Co., 785 F.2d at 1001; see also Texas Crushed Stone Co. v. United States, 35
F.3d 1535, 1543 (Fed. Cir. 1994).

3 petitions for the Imposition of Antidumping and Countervailing Duties: Certain Quartz Surface
Products from the People’s Republic of China, EDIS Doc. Nos. 642263 (April 17, 2018) (“Petition”).



for 65.6 percent of subject imports under harmonized tariff schedule (“HTS”) statistical
reporting number 6810.99.0010* over the January 2015 to December 2017 period of
investigation. The Commission received responses to its questionnaires from 20
producers/exporters of subject merchandise and 23 resale exporters of subject merchandise in
China, accounting for approximately 41.3 percent of U.S. imports of subject merchandise from
Chinain 2017.°

. Domestic Like Product

In determining whether there is a reasonable indication that 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” and the
“industry.”® Section 771(4)(A) of the Tariff Act of 1930, as amended (“the Tariff Act”), defines
the relevant domestic industry as the “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.”” In turn, the Tariff Act defines
“domestic like product” as “a product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an investigation.”?

The decision regarding the appropriate domestic like product(s) in an investigation is a
factual determination, and the Commission has applied the statutory standard of “like” or
“most similar in characteristics and uses” on a case-by-case basis.® No single factor is

4 This HTS number covers agglomerated quartz slabs of the type used for countertops.

> Confidential Report, INV-QQ-061 (May 24, 2018) (“CR”) at I-5-6, Public Report (“PR”) at I-4.

€19 U.S.C. § 1677(4)(A).

719 U.S.C. § 1677(4)(A).

819 U.S.C. §1677(10).

9 See, e.g., Cleo Inc. v. United States, 501 F.3d 1291, 1299 (Fed. Cir. 2007); NEC Corp. v.
Department of Commerce, 36 F. Supp. 2d 380, 383 (Ct. Int’| Trade 1998); Nippon Steel Corp. v. United
States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’| Trade
1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘must be made on the
particular record at issue’ and the ‘unique facts of each case’”). The Commission generally considers a
number of factors including the following: (1) physical characteristics and uses; (2) interchangeability;
(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. See Nippon, 19 CIT at 455 n.4; Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’l Trade
1996).

In a semifinished products analysis, the Commission examines the following: (1) the significance
and extent of the processes used to transform the upstream into the downstream articles; (2) whether
the upstream article is dedicated to the production of the downstream article or has independent uses;
(3) differences in the physical characteristics and functions of the upstream and downstream articles; (4)
whether there are perceived to be separate markets for the upstream and downstream articles; and (5)
differences in the costs or value of the vertically differentiated articles. See, e.g., Glycine from India,
Japan, and Korea, Inv. Nos. 731-TA-1111-1113 (Preliminary), USITC Pub. No. 3921 at 7 (May 2007);
Artists' Canvas from China, Inv. No. 731-TA-1091 (Final), USITC Pub. No. 3853 at 6 (May 2006); Live



dispositive, and the Commission may consider other factors it deems relevant based on the
facts of a particular investigation.'® The Commission looks for clear dividing lines among
possible like products and disregards minor variations.!! Although the Commission must accept
Commerce’s determination as to the scope of the imported merchandise that is subsidized
and/or sold at less than fair value,*? the Commission determines what domestic product is like
the imported articles Commerce has identified.*?

In its notices of initiation, Commerce defined the imported merchandise within the
scope of these investigations as follows:

certain quartz surface products. Quartz surface products consist
of slabs and other surfaces created from a mixture of materials
that includes predominately silica (e.g., quartz, quartz powder,
cristobalite) as well as a resin binder (e.g., an unsaturated
polyester). The incorporation of other materials, including, but
not limited to, pigments, cement, or other additives does not
remove the merchandise from the scope of the investigation.
However, the scope of the investigation only includes products
where the silica content is greater than any other single material,
by actual weight. Quartz surface products are typically sold as
rectangular slabs with a total surface area of approximately 45 to
60 square feet and a nominal thickness of one, two, or three
centimeters. However, the scope of this investigation includes
surface products of all other sizes, thicknesses, and shapes. In
addition to slabs, the scope of this investigation includes, but is
not limited to, other surfaces such as countertops, backsplashes,
vanity tops, bar tops, work tops, tabletops, flooring, wall facing,

Swine from Canada, Inv. No. 731-TA-1076 (Final), US1TC Pub. 3766 at 8 n.40 (Apr. 2005); Certain Frozen
Fish Fillets from Vietnam, Inv. No. 731-TA-1012 (Preliminary), USITC Pub. No. 3533 at 7 (Aug. 2002).

10 See, e.g., S. Rep. No. 96-249 at 90-91 (1979).

11 See, e.g., Nippon, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49; see also S. Rep. No. 96-249
at 90-91 (Congress has indicated that the like product standard should not be interpreted in “such a
narrow fashion as to permit minor differences in physical characteristics or uses to lead to the
conclusion that the product and article are not ‘like’ each other, nor should the definition of ‘like
product’ be interpreted in such a fashion as to prevent consideration of an industry adversely affected
by the imports under consideration.”).

12 See, e.g., USEC, Inc. v. United States, 34 Fed. App’x 725, 730 (Fed. Cir. 2002) (“The ITC may not
modify the class or kind of imported merchandise examined by Commerce.”); Algoma Steel Corp. v.
United States, 688 F. Supp. 639, 644 (Ct. Int’l Trade 1988), aff’d, 865 F.3d 240 (Fed. Cir.), cert. denied,
492 U.S. 919 (1989).

13 Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (the Commission
may find a single like product corresponding to several different classes or kinds defined by Commerce);
Cleo, 501 F.3d at 1298 n.1 (“Commerce’s {scope} finding does not control the Commission’s {like
product} determination.”); Torrington, 747 F. Supp. at 748-52 (affirming the Commission’s
determination defining six like products in investigations where Commerce found five classes or kinds).

5



shower surrounds, fire place surrounds, mantels, and tiles.
Certain quartz surface products are covered by the investigation
whether polished or unpolished, cut or uncut, fabricated or not
fabricated, cured or uncured, edged or not edged, finished or
unfinished, thermoformed or not thermoformed, packaged or
unpackaged, and regardless of the type of surface finish.

In addition, quartz surface products are covered by the
investigation whether or not they are imported attached to, or in
conjunction with, non-subject merchandise such as sinks, sink
bowls, vanities, cabinets, and furniture. If quartz surface products
are imported attached to, or in conjunction with, such non-
subject merchandise, only the quartz surface product is covered
by the scope.

Subject merchandise includes material matching the above
description that has been finished, packaged, or otherwise
fabricated in a third country, including by cutting, polishing,
curing, edging, thermoforming, attaching to, or packaging with
another product, or any other finishing, packaging, or fabrication
that would not otherwise remove the merchandise from the
scope of the investigation if performed in the country of
manufacture of the quartz surface products.

The scope of the investigation does not cover quarried stone
surface products, such as granite, marble, soapstone, or quartzite.
Specifically excluded from the scope of the investigation are
crushed glass surface products. Crushed glass surface products
are surface products in which the crushed glass content is greater
than any other single material, by actual weight.'4

Quartz surface products are a compacted stone composite building material used for
countertop surfaces or aesthetic accents in residential, commercial, and industrial properties.
Quartz surface products compete with quarried natural stone products, such as granite or
marble.'® The scope of these investigations covers both quartz slab and finished products.’

15

14 Certain Quartz Surface Products From the People’s Republic of China: Initiation of Less-Than-
Fair-Value Investigation, 83 Fed. Reg. 22613, 22618 (May 16, 2018); Certain Quartz Surface Products
From the People’s Republic of China: Initiation of Countervailing Duty Investigation, 83 Fed. Reg. 22618,
22622 (May 16, 2018).

> CRatl-11, PR at I-9.

6 CRatl-11, PR at I-9.

7CRat1-12, PR at I-9.



Finished products include fabricated countertop surfaces, cut-to-size slabs used in the
hospitality industry, and various other decoration products.*® Quartz surface products are
utilized at commercial, residential, or industrial properties in the form of countertops, tiles, bar
surfaces, shower and tub surrounds, fireplace surrounds, walls, floors, bathroom vanities, and
furniture surfaces.'® While unadulterated quartz surface products are white with fine particles,
manufacturers can produce quartz surface products that mimic natural stone or have unique
patterns.2°

A. Arguments of the Parties

Cambria argues that the Commission should define a single domestic like product that is
coextensive with the scope of these investigations.?! It asserts that the Commission should
apply a semifinished products analysis in determining whether to include upstream quartz slab
and downstream finished QSP as part of a single domestic like product.?? It contends that
quartz slab is entirely dedicated for use in producing downstream finished QSP.?* According to
Cambiria, there is no separate market for quartz slab and all quartz slab is either converted into
finished QSP prior to sale or sold for fabrication into downstream finished in-scope QSP.%* It
maintains that the physical characteristics of quartz slab and finished QSP are the same, with
essentially all of the physical characteristics of the finished product established in the
production of the slab.? It argues that none of the steps involved in the fabrication of quartz
slab change the physical characteristics or functions of the product.?® It asserts that the value
of fabrication is small in comparison to the value created in the production of quartz slab.?”

Bruskin Respondents argue that the Commission should find custom-finished fully-
fabricated quartz products (“CFFFQP”)?8 to be a separate domestic like product from quartz

18CRat1-12, PR at I-9.

¥ CRat1-12, PR at I-9.

20 CRat1-12, PR at I-9.

21 postconference Brief of Cambria Company LLC (“Cambria Postconference Br.”) at 4-7.

22 Cambria Postconference Br. at 4.

23 Cambria Postconference Br. at 5.

24 Cambria Postconference Br. at 5.

25 Cambria Postconference Br. at 5. According to Cambria, the physical characteristics
established during the production of quartz slab include the raw materials, color and design of the
product, hardness, strength, smoothness, and porosity. /d.

26 Cambria Postconference Br. at 5. Cambria defines the process of converting quartz slab into a
finished product as cutting the slab to size, cutting any required holes for sinks and faucets, and edging
the cut sides. /d.

27 Cambria Postconference Br. at 6. Cambria submits that the equipment required to fabricate
quartz slab (saws, routers, and CNC machines) is relatively unsophisticated and widely available. /d.

28 Bruskin Respondents define CFFFQP as a fully finished product designed to work with other
guartz and non-quartz components and to be installed without further cutting or fabrication. Itis
fabricated with fully finished edges and joints, and all exposed surfaces are polished. It is created for
particular projects that have already been completely designed, including details such as specialized
edge styles, shapes and sizes of sinks, counter shapes, millwork, and other details. Postconference Brief



slab.?® Reliance Respondents concur with the Bruskin Respondents’ argument.3° MSI
Respondents take no position as to the definition of the domestic like product, but reserve the
right to address the issue during any final phase of the investigations.3!

Bruskin Respondents argue that the Commission should use the traditional six-factor
like product test in analyzing the differences between CFFFQP and quartz slab.3? They argue
that although both products are made of quartz and come in a variety of colors and styles,
CFFFQP has significantly different physical characteristics than quartz slab.3® They also argue
that the uses for quartz slab and CFFFQP differ in that quartz slab is a raw material, while
CFFFQP is a fully finished product designed to be installed without further cutting or
fabrication.3* According to Bruskin Respondents, quartz slab and CFFFQP are not
interchangeable.?> They maintain that quartz slab and CFFFQP are sold through different
channels of distributions, with quartz slab sold primarily to end users in the single-family home
and remodeling market through bath and kitchen stores and design centers,3® while CFFFQP is
sold to hotels, senior living residences, multi-family housing, and student housing.3’ They
maintain that quartz slab and CFFFQP have different production processes and employees.38
According to Bruskin Respondents, purchasers of quartz slab expect to purchase unfinished
slab, which can be fabricated for a particular project, while purchasers of CFFFQP expect to
purchase pre-fabricated and cut-to-size finished quartz products that can quickly be placed into
position in large-scale building or renovation projects.?® They argue that quartz slab and
CFFFQP are sold at different prices and that *** 40

on Behalf of Bruskin International, LLC, et. al. (“Bruskin Postconference Br.”) at 10. They also describe
CFFFQP as a range of prefinished products (e.g., vanities and backsplashes), assembled to form
structural units or attached together to form a perceived single unit, which can be installed without
further fabrication. Bruskin Postconference Br. at 10-12, Ex. 1 at 5.

23 Bruskin Postconference Br. at 1-5, 8-23.

30 postconference Brief on Behalf of Reliance Granite and Marble Corp., et. al. (“Reliance
Postconference Br.”) at 4. Reliance Respondents do not provide further argument with respect to the
definition of the domestic like product.

31 postconference Brief on Behalf of M S International, Inc. and Arizona Tile, LLC (“MSI
Postconference Br.”) at 3.

32 Bruskin Postconference Br. at 9.

33 Bruskin Postconference Br. at 3, 10.

34 Bruskin Postconference Br. at 10.

35 Bruskin Postconference Br. at 4, 11-12. They assert that quartz slab is not interchangeable
with CFFFQP as it must undergo further processing, manufacturing, or fabrication before installation and
may differ in consistency due to different production runs. Id. at 11-12.

36 Bruskin Postconference Br. at 14.

37 Bruskin Postconference Br. at 4, 13-14. They submit that CFFFQP is never sold at bath and
kitchen stores or remodeling stores. /d. at 13.

38 Bruskin Postconference Br. at 4, 14-16.

39 Bruskin Postconference Br. at 4, 17-18.

40 Bruskin Postconference Br. at 5, 18-20.



B. Analysis

Based on the record in the preliminary phase of these investigations, we define a single
domestic like product, consisting of QSP corresponding to the scope of the investigations.

1. Fabricated QSP

As observed above, Petitioner argues that upstream quartz slab and downstream
fabricated QSP are part of a single domestic like product.*! Because this issue is distinct from
Respondents’ argument that the Commission should define CFFFQP — which only encompasses
certain fabricated products — as a separate domestic like product, we discuss it separately.

Dedication for use. Quartz slab is dedicated entirely to the production of fabricated
guartz surface products, but not necessarily a specific type of downstream article at the time of
production.*?

Separate markets. All quartz slab is sold to intermediate customers to be converted into
finished quartz surface products prior to sale or to other downstream fabrication of quartz
surface products within the scope.*® The three domestic slab producers that submitted
guestionnaire responses indicated that the majority of their U.S. shipments were in
unfabricated form, with their remaining production fabricated by the slab producer.**

Differences in physical characteristics and functions of the upstream and downstream
articles. Physical characteristics, such as the raw materials used, color and design, hardness,
strength, smoothness, and porosity, are established in the production of quartz slab.*> These
characteristics are not changed during the fabrication process.*® Quartz slab is a raw material,
whereas fabricated QSP are finished products ready for installation.*’

Differences in value. The parties dispute the value added to QSP by the fabrication
process, with Cambria contending that the value added is less than *** percent, and
respondents asserting that the value added can be as much as 35 to 40 percent in certain
applications.*® Questionnaire data collected from domestic firms that produce quartz slab
indicate that the average unit value (“AUV”) for quartz slab was $***, while the AUV for
fabricated QSP was $*** in 2017.4°

Extent of processes used to transform downstream product into upstream product. The
process for manufacturing quartz slab into fabricated QSP begins with designing the finished
product as to factors such as size, edges, configuration, shape, cutouts/openings, and

41 Cambria Postconference Br. at 4.

%2 CR at 1-20, PR at I-14.

%3 See CR at 1-21, PR at I-15.

44 CR/PR at Table IlI-7.

4 CRat-21, PR at I-15.

% CR at I-20, PR at I-15.

47 See CR at I-22, PR at I-15.

48 Cambria Postconference Br. at 6; CR at I-22, PR at I-15.
4 CR at I-22, PR at I-15-16.



backsplashes.”® These designs are measured and transposed onto quartz slab, which is then cut
to the design specifications using saws, water jets, or computer networked control routers
(“CNC”).>! The process is completed by grinding and finishing the edges and cutouts as well as
polishing and detailing the final product.>?

Conclusion. Based on the record, we find that fabricated QSP is not a separate domestic
like product. All quartz slab is dedicated to the production of QSP. While the functions of the
products differ, their essential physical characteristics remain the same, whether fabricated or
not. Moreover, the process used to transform quartz slab into fabricated QSP does not appear
to be extensive, as it largely involves cutting, grinding, and polishing. Consequently,
notwithstanding that there are separate markets for slab and that fabricated products and the
record contains divergent estimates for the value added by fabrication, we find that quartz slab
and fabricated QSP are not separate domestic like products.

2.  CFFFQP

As explained above, Bruskin Respondents advocate that the Commission define CFFFQP
to be a separate domestic like product under a traditional six-factor like product analysis.
While we agree that a traditional like product analysis is warranted for this inquiry, we find that
the comparison upon which Bruskin Respondents predicate their argument is flawed. Their
proposed separate like product, CFFFQP, encompasses only certain forms of fabricated QSP.
Thus, our analysis examines whether there is a clear dividing line between CFFFQP and the
remaining in-scope merchandise, which includes both other fabricated QSP and quartz slab.
We found above that fabricated QSP (which includes CFFFQP) and quartz slab are not separate
domestic like products. In light of this, the pertinent inquiry on which we focus below using the
traditional like product analysis is whether there is a clear dividing line between the two
downstream in-scope products, CFFFQP and other fabricated QSP. We observe that there is
limited evidence in the record regarding other fabricated QSP, as no party addressed such
merchandise in their briefs or at the conference.

Physical characteristics and uses. All QSP are compacted stone composite materials
consisting of three inputs: aggregates (quartz and silica minerals), binding agents (polymer
resin), and additives (other stones, large glass particles, or metal flecks).>®> QSP has improved
aesthetic appeal, durability, stain and scratch resistance, heat tolerance, and anti-microbial
properties over other (hon-quartz) surface products.>* Physical characteristics (raw materials,
color and design, hardness, strength, smoothness, and porosity) are largely derived during the
production of quartz slab and these characteristics are not changed during the fabrication
process.>®

50 CR at I-22, PR at I-16.

51 CR at 1-22-23, PR at I-16.

52 CR at I-18, 23, PR at I-13, 16.
53 CR at I-14, PR at I-10.

54 CR at I-12, PR at I-9.

55 CR at 1-21-22, PR at I-10.
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Fabricated QSP is used in commercial, residential, or industrial properties as
countertops, tiles, bar surfaces, shower and tub surrounds, fireplace surrounds, walls, floors,
bathroom vanities, and furniture surfaces.>® CFFFQP — as defined by respondents — is a fully
finished product designed to work with other quartz and non-quartz components and to be
installed without further cutting or fabrication.>’

Manufacturing facilities, production processes, and employees. All domestically
produced quartz slab is made using a patented production process and machinery developed by
Breton S.p.A. (“Breton”).>® Bruskin Respondents contend that CFFFQP is produced through
cutting, grinding, assembling, and polishing quartz slab.>® Other fabricated QSP also appears to
be produced primarily by cutting, grinding, and polishing quartz slab.%® The record indicates
that CFFFQP and other fabricated QSP are both produced at off-site fabrication facilities, but
that some other fabricated QSP may be wholly or further fabricated at the site of installation.®?

Channels of distribution. Bruskin Respondents contend that CFFFQP is sold to
purchasers in the hospitality industry, including hotels, senior living residences, multi-family
housing, and student housing.®? Unlike other fabricated QSP, CFFFQP is not sold through bath
and kitchen stores or design centers, although the record is limited as to whether other
fabricated QSP are also sold through similar channels to CFFFQP.3

Interchangeability. There is limited record evidence with respect to the
interchangeability between CFFFQP and other fabricated QSP. Bruskin Respondents list a
number of features limiting the interchangeability of CFFFQP with quartz slab, including their
project specific design, use of single production runs to ensure consistency in the product, no
on-site fabrication, large delivered quantities, and quick installation.®* It is unclear to what
extent other fabricated QSP, such as those fabricated on site or at off-site fabrication facilities,
are interchangeable with CFFFQP with respect to these factors.

Producer and customer perceptions. Bruskin Respondents assert that purchasers of
CFFFQP expect the product to be pre-fabricated based on production specifications, cut to size,
completely finished, and ready to install.®> The record indicates that other fabricated QSP are
finished products that are polished, detailed, and ready for installation.®® There is limited

%6 CRatI-12, PR at I-9.

57 Bruskin Postconference Br. at 10-12. Bruskin Respondents also provide testimony that
indicates CFFFQP encompasses a range of prefinished products (e.g., vanities and backsplashes),
assembled to form structural units or attached together to form a perceived single unit, which can be
installed without further fabrication. /d., Ex. 1 at 5.

58 CR at I-14, PR at I-10.

59 Bruskin Postconference Br. at 4.

%0 See CR at I-17-18, PR at I-13 (describing the production process generally used to transform
quartz slab into fabricated products).

61 See Bruskin Postconference Br. at 12, 15-16; Reliance Postconference Br. at 7-8.

62 Bruskin Postconference Br. at 12-14.

%3 See Bruskin Postconference Br. at 14.

%4 Bruskin Postconference Br. at 11-12.

8 Bruskin Postconference Br. at 17-18.

66 See CR at I-18, PR at I-13.
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information in the record with respect to producer and customer perceptions of other
fabricated QSP; additionally, the record does not contain information demonstrating that
CFFFQP is generally recognized among marketplace participants as a specific category of
products.®’

Price. There is no meaningful information in the record with respect to the respective
prices for different types of domestically produced fabricated quartz products. Respondents
did not address the issue in their briefs. The four pricing products on which the staff collected
data in the preliminary phase investigations are all quartz slab products.®®

Conclusion. On the basis of the limited information in the record with respect to other
fabricated QSP, we do not find CFFFQP to be a separate domestic like product. Although
CFFFQP and other fabricated QSP appear to have at least somewhat differing channels of
distribution, there does not appear to be a clear dividing line between the two products on the
basis of the other like product factors. All fabricated QSP, whether CFFFQP or other fabricated
QSP, have the same physical characteristics, which are derived from the quartz slab used in
their production. Moreover, despite the fact that their methods of installation may differ, both
products have the same end use, as surface products. Both products are largely if not entirely
produced at off-site fabrication facilities and the chief difference between their production
processes appears to be that CFFFQP is assembled prior to installation.

We consequently define a single like product, consisting of those QSP described by the
scope definition.®°

IV. Domestic Industry

The domestic industry is defined 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.”’® In defining the domestic
industry, the Commission’s general practice has been to include in the industry producers of all
domestic production of the like product, whether toll-produced, captively consumed, or sold in
the domestic merchant market.

There are two sets of domestic industry issues in these investigations. The first
concerns whether fabrication constitutes domestic production of QSP. The second concerns
whether appropriate circumstances exist to excluded any domestic producers of QSP pursuant
to the related parties provision of the Trade Act.

57 Nothing in the record indicates that Bruskin Respondents’ description of CFFFQP is generally
recognized among marketplace participants. We observe that while there is some reference in the
information Bruskin Respondents submitted regarding pre-finished or pre-fabricated QSP, it is unclear to
what extent these perceptions are more broadly held and to what extent these references conform to
Respondents’ proposed definition of CFFFQP. See Bruskin Postconference Br. at Ex. 6-13, 19.

68 CR at V-5, PR at V-3.

%9 Should parties wish to make a like product argument regarding CFFFQP and other fabricated
QSP in the final phase of these investigations, we invite them to comment on how the Commission can
best define and evaluate these two product categories.

7©19 U.S.C. § 1677(4)(A).
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A. Sufficient Production-Related Activities

In deciding whether a firm qualifies as a domestic producer of the domestic like product,
the Commission generally analyzes the overall nature of a firm’s U.S. production-related
activities, although production-related activity at minimum levels could be insufficient to
constitute domestic production.”!

Cambria argues that stand-alone fabricators that do not engage in quartz slab
production do not engage in sufficient production-related activities to constitute domestic
production.’? Bruskin Respondents and Reliance Respondents argue that fabricators engage in
sufficient production related activities to constitute domestic production.”® MSI Respondents
take no position as to the role of fabricators in the domestic industry, but reserve the right to
address the issue during any final phase of the investigations.”*

We examine below the factors pertinent to whether fabrication constitutes domestic
production. The producer questionnaires in the preliminary phase of these investigations were
issued only to firms engaged in slab production.”> Therefore, the record in these preliminary
phase investigations regarding the operations of quartz slab fabricators is largely limited to data
provided by slab producers that also engage in fabrication operations and information provided
by the parties.

Source and extent of the firm’s capital investment. Cambria asserts that the capital
investment required to establish and operate a quartz slab production plant is significantly
greater than that required to establish and operate a fabrication facility, citing investments
ranging from *** for quartz slab production and ranging from *** for fabrication facilities.”®
Reliance Respondents assert that the capital investment required to be a fabricator is
substantial, citing capital investments ranging between $5 million and $8 million.”” They cite
the source of these investments as personal capital invested, loans, and reinvestments of
profits.”®

1 The Commission generally considers six factors: (1) source and extent of the 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) quantity and type of parts sourced in the United States;
and (6) any other costs and activities in the United States directly leading to production of the like
product. No single factor is determinative and the Commission may consider any other factors it deems
relevant in light of the specific facts of any investigation. Crystalline Silica Photovoltaic Cells and
Modules from China, Inv. Nos. 701-TA-481 and 731-TA-1190 (Final), USITC Pub. 4360 at 12-13 (Nov.
2012).

2 Cambria Postconference Br. at 7.

73 Bruskin Postconference Br. Ex.1 at 2; Reliance Postconference Br. at 2, 4, 5-11.

7% postconference Brief on Behalf of M S International, Inc. and Arizona Tile, LLC (“MSI
Postconference Br.”) at 3.

> Nonetheless, ***, See U.S. Producer Questionnaire Response for ***, ***  See g/so CR at I-5
n.6, PR at I-4 n.6.

76 Cambria Postconference Br. at 8-9.

7 Reliance Postconference Br. at 7-8.

78 Reliance Postconference Br. at 7-8.
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Technical expertise involved. Cambria contends that the technical expertise required to
produce quartz slab is greater than that required to manufacture fabricated QSP.”® It highlights
that it employs engineers, materials scientists, and process controllers due to the specialized
knowledge required to produce quartz slab, invests heavily in research and development
(“R&D”) and engages in extensive employee training.8® According to Cambria, fabrication can
be accomplished with relatively common and uncomplicated tools, such as saws, routers, and
CNC machines, using step-by-step instructions provided by quartz slab manufacturers.®! It
emphasizes that fabricators do not have specialized production equipment, such as the Breton
machinery used by slab producers, and generally have smaller facilities.®?

According to Reliance Respondents, fabrication requires substantial expertise as
employees must be highly skilled to follow the manufacturing process and operate the
manufacturing equipment.® They contend that the manufacturing equipment used requires
several years of training to master and that employees must have combined expertise in
manufacturing processes, machining, computer-aided design operations, machine
programming, systems repair or machinery, and technical proficiency in material cutting and
routing.®* They also contend that ongoing operations require proficient management as well as
ongoing training, maintenance, market research, and R&D.%

Value added to the product in the United States. Questionnaire data collected from
domestic firms that produce quartz slab indicate that the average unit value for quartz slab was
S$*** and the average unit value for fabricated QSP was $*** in 2017.86 Cambria contends that
the value added by domestic producers’ own fabrication activities in 2017 was *** percent of
the final fabricated value, but states that this value is overstated as stand-alone fabrication
shops are likely to be smaller and have less advanced equipment and processes.?” Reliance
Respondents maintain that the value added is substantial and that in most cases the value
added exceeds raw material costs.® They also state that the value added to quartz slab in the
production of CFFFQP is between 35 and 40 percent.?®

Employment levels. Cambria maintains that more employees are required to produce
quartz slab than to fabricate the slab.®® Reliance Respondents contend that employment is

9 Cambria Postconference Br.
80 Cambria Postconference Br.
81 Cambria Postconference Br.
82 Cambria Postconference Br.
8 Reliance Postconference Br.
84 Reliance Postconference Br.
8 Reliance Postconference Br.

8 CR at1-22, PR at I-15-16.

87 Cambria Postconference Br.
8 Reliance Postconference Br.
8 Reliance Postconference Br.
% Cambria Postconference Br.

at 11-12.
at 11-12.
at 12.

at 9-10.
at 8-9.
at 8-9.
at 8-9.

at 6.

at 9.

at 10-11.

at 13. Cambria states that it employs *** full time employees at

its slab production plant in Le Sueur, Minnesota, while it employs around *** employees on average at
its fabrication facilities. It contends that it is not uncommon for fabrication facilities to be run with
fewer employees. /d.
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substantial and that employment for fabricators exceeds that for Cambria and other domestic
slab producers.®?

Quantity and type of parts sourced in the United States. Cambria states that many
fabricators rely on imported quartz slab as the primary input in the fabrication process.®?
Reliance Respondents state that the majority of their equipment and tools are purchased in the
United States.”3

Conclusion. Based on the limited information in the record, we find for purposes of
these preliminary determinations that the operations of stand-alone fabricators are insufficient
to constitute domestic production of QSP. The degree of capital investment that parties cite as
necessary to fabricate QSP, although not necessarily insubstantial, is far below that cited as
required to produce quartz slab. Similarly, although the degree of expertise required to
fabricate is not necessarily low, the quartz slab production process appears to involve
considerably more specialized knowledge and employees. The available information indicates
that while there is some dispute about value added by fabrication, quartz slab constitutes the
bulk of the value of the fabricated product. Moreover, it indicates that quartz slab producers
may have higher levels of employment than fabricators of QSP on an individual basis, although
if Respondents’ estimates are correct, employment across all fabricators of QSP may exceed
that of all quartz slab producers. Fabricators of QSP also appear to some degree to rely on
imported quartz slab as an input in their production activities. Therefore, for the purposes of
the preliminary phase of these investigations, we find that stand-alone fabricators of quartz
surface products do not engage in sufficient production-related activities to constitute domestic
production.®*

B. Related Parties

We must determine whether any producer of the domestic like product should be
excluded from the domestic industry pursuant to Section 771(4)(B) of the Tariff Act. This
provision allows the Commission, if appropriate circumstances exist, to exclude from the
domestic industry producers that are related to an exporter or importer of subject merchandise

91 Reliance Postconference Br. at 9. Reliance Respondents submit that some individual
fabricators employ between 115 and 120 employees and that “the US countertop industry has tens of
thousands of people employed in various stages of the production and finishing of quartz slab
products.” Id.

92 Cambria Postconference Br. at 13. ***, a domestic fabricator of QSP products, indicated in its
response to the Commission’s producer questionnaire that the majority of its purchases of quartz slab
are from subject and nonsubject sources. U.S. Producer Questionnaire Response for ***, *** (May 18,
2018) at Question 11-12.

93 Reliance Postconference Br. at 10.

% We invite parties, in their comments on the draft questionnaires, to provide their arguments
on whether the Commission should collect further data on this issue in any final phase investigations,
and, if they contend that seeking further data is appropriate, indicate what types of data the
Commission should collect and from whom, particularly in light of the large number of firms that
respondents assert engage in fabrication operations in the United States.
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or which are themselves importers.®> Exclusion of such a producer is within the Commission’s
discretion based upon the facts presented in each investigation.®®

We first analyze which domestic producers are subject to potential exclusion from the
domestic industry pursuant to the related parties provision. Domestic producer *** parent
company, *** owns *** a firm that imported subject merchandise during the period of
investigation.”” We find that *** is a related party because it and the importer share a
common parent.’® Domestic producer *** directly imported subject merchandise during the
period of investigation.®® Consequently, *** is also a related party.

We next examine whether appropriate circumstances exist to exclude either of the
related parties from the domestic industry.

*** **¥ gccounted for *** percent of domestic production of quartz slab in 2017.1%0 |t
is the ***-largest domestic producer of quartz slab. *** imported *** square feet of subject
merchandise from China in 2015 and reported *** imports of subject merchandise for 2016 and
2017.101 *** reported its reason for importing as ***.192 The ratio of its affiliate’s subject
imports to its production was *** percent in 2015, the *** imported subject merchandise.%
Its operating income margin was *** percent in 2015, *** percent in 2016, and *** percent in
2017, its operating performance *** the industry average in each year of the period of
investigation.!%* In view of the fact that *** domestic production was *** than its affiliate’s
subject imports and the fact that no party has argued for its exclusion from the domestic

% 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. 1993); Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32
(Ct. Int’l Trade 1989), aff'd mem., 904 F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F.
Supp. 1348, 1352 (Ct. Int’l Trade 1987).

% The primary factors the Commission has examined in deciding whether appropriate
circumstances exist to exclude a related party include the following:

(1) the percentage of domestic production attributable to the importing producer;

(2) the reason the U.S. producer has decided to import the product subject to investigation
(whether the firm benefits from the LTFV sales or subsidies or whether the firm must import in order to
enable it to continue production and compete in the U.S. market);

(3) whether inclusion or exclusion of the related party will skew the data for the rest of the
industry;

(4) the ratio of import shipments to U.S. production for the imported product; and

(5) whether the primary interest of the importing producer lies in domestic production or
importation. Changzhou Trina Solar Energy Co. v. USITC, 100 F. Supp.3d 1314, 1326-31 (Ct. Int’l. Trade
2015); see also Torrington Co. v. United States, 790 F. Supp. at 1168.

9 CR/PR at Tables IlI-2, 111-9.

% See 19 U.S.C. § 1677(4)(B)(ii)(I1).

% CR/PR at Table I1I-9.

100 CR/PR at Table IlI-1.

101 CR/PR at Table I11-9.

102 CR/PR at Table 111-9.

103 CR/PR at Table II-9.

104 CR/PR at Table VI-3.
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industry, we find that appropriate circumstances do not exist to exclude *** from the domestic
industry as a related party.

*** *k* gccounted for *** percent of domestic production of quartz slab in 2017.%° |t
was the *** of the three reporting domestic producers. *** imported subject merchandise ***
the period of investigation. Its imports of subject merchandise were *** square feet in 2015,
*** square feet in 2016, and *** square feet in 2017.1% *** reported importing to ***,197 The
ratio of its subject imports to production was *** percent in 2015, *** percent in 2016, and ***
percent in 2017.1% Consequently, its primary interest appears to be in domestic production.

Its operating income margin was *** percent in 2015, *** percent in 2016, and *** percent in
2017, *** the industry average in each year of the period of investigation.'% In view of the fact
that *** domestic production was *** larger than its subject imports and the fact that no party
has argued for its exclusion from the domestic industry, we find that appropriate circumstances
do not exist to exclude *** from the domestic industry as a related party.

In light of the definition of the domestic like product and our finding on production-
related activities, we define the domestic industry to include all U.S. producers of QSP
corresponding with the scope of the investigations, but not to include stand-alone fabricators.

V. Negligible Imports

Pursuant to Section 771(24) of the Tariff Act, imports from a subject country of
merchandise corresponding to a domestic like product that account for less than 3 percent of
all such merchandise imported into the United States during the most recent 12 months for
which data are available preceding the filing of the petition shall be deemed negligible.'1°

Negligibility is not an issue in these investigations. Subject imports from China were
well above the pertinent 3 percent of total imports for the 12-month period preceding filing of
the petition.!!

105 CR/PR at Table IlI-1.

106 CR/PR at Table IlI-9.

107 CR/PR at Table II-9.

108 CR/PR at Table IlI-9.

109 CR/PR at Table VI-3.

110 19 U.S.C. §§ 1671b(a), 1673b(a), 1677(24)(A)(i), 1677(24)(B); see also 15 C.F.R. § 2013.1
(developing countries for purposes of 19 U.S.C. § 1677(36)).

11 CR at IV-11, PR at IV-10, CR/PR at Table IV-4. U.S. imports from China as measured by
guestionnaire responses accounted for 50.1 percent of total imports of QSP by quantity from April 2017
to March 2018, the 12-month period preceding filing of the petitions. U.S. imports from China as
measured by official import statistics accounted for 56.4 percent of total U.S. imports of QSP by quantity
from April 2017 to March 2018. /d.
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VI. Reasonable Indication of Material Injury by Reason of Subject Imports
A. Legal Standard

In the preliminary phase of antidumping and countervailing duty investigations, the
Commission determines whether there is a reasonable indication that an industry in the United
States is materially injured or threatened with material injury by reason of the imports under
investigation.!'? In making this determination, the Commission must consider the volume of
subject imports, their effect on prices for the domestic like product, and their impact on
domestic producers of the domestic like product, but only in the context of U.S. production
operations.!3 The statute defines “material injury” as “harm which is not inconsequential,
immaterial, or unimportant.”!'* In assessing whether there is a reasonable indication that the
domestic industry is materially injured by reason of subject imports, we consider all relevant
economic factors that bear on the state of the industry in the United States.'*> No single factor
is dispositive, and all relevant factors are considered “within the context of the business cycle
and conditions of competition that are distinctive to the affected industry.” 16

Although the statute requires the Commission to determine whether there is a
reasonable indication that the domestic industry is “materially injured by reason of” unfairly
traded imports,*'’ it does not define the phrase “by reason of,” indicating that this aspect of
the injury analysis is left to the Commission’s reasonable exercise of its discretion.'® In
identifying a causal link, if any, between subject imports and material injury to the domestic
industry, the Commission examines the facts of record that relate to the significance of the
volume and price effects of the subject imports and any impact of those imports on the
condition of the domestic industry. This evaluation under the “by reason of” standard must
ensure that subject imports are more than a minimal or tangential cause of injury and that
there is a sufficient causal, not merely a temporal, nexus between subject imports and material
injury.1®

11219 U.S.C. §§ 1671b(a), 1673b(a). The Trade Preferences Extension Act of 2015, Pub. L. 114-
27, amended the provisions of the Tariff Act pertaining to Commission determinations of reasonable
indication of material injury and threat of material injury by reason of subject imports in certain
respects.

1319 U.S.C. § 1677(7)(B). The Commission “may consider such other economic factors as are
relevant to the determination” but shall “identify each {such} factor ... {a}nd explain in full its relevance
to the determination.” 19 U.S.C. § 1677(7)(B).

11419 U.S.C. § 1677(7)(A).

11519 U.S.C. § 1677(7)(C)(iii).

116 19 U.S.C. § 1677(7)(C)(iii).

117 19 U.S.C. §§ 1671b(a), 1673b(a).

118 Angus Chemical Co. v. United States, 140 F.3d 1478, 1484-85 (Fed. Cir. 1998) (“{T}he statute
does not ‘compel the commissioners’ to employ {a particular methodology}.”), aff'g 944 F. Supp. 943,
951 (Ct. Int’l Trade 1996).

119 The Federal Circuit, in addressing the causation standard of the statute, has observed that
“{a}s long as its effects are not merely incidental, tangential, or trivial, the foreign product sold at less
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In many investigations, there are other economic factors at work, some or all of which
may also be having adverse effects on the domestic industry. Such economic factors might
include nonsubject imports; changes in technology, demand, or consumer tastes; competition
among domestic producers; or management decisions by domestic producers. The legislative
history explains that the Commission must examine factors other than subject imports to
ensure that it is not attributing injury from other factors to the subject imports, thereby
inflating an otherwise tangential cause of injury into one that satisfies the statutory material
injury threshold.'?® In performing its examination, however, the Commission need not isolate
the injury caused by other factors from injury caused by unfairly traded imports.*?* Nor does
the “by reason of” standard require that unfairly traded imports be the “principal” cause of
injury or contemplate that injury from unfairly traded imports be weighed against other factors,

than fair value meets the causation requirement.” Nippon Steel Corp. v. USITC, 345 F.3d 1379, 1384
(Fed. Cir. 2003). This was re-affirmed in Mittal Steel Point Lisas Ltd. v. United States, 542 F.3d 867, 873
(Fed. Cir. 2008), in which the Federal Circuit, quoting Gerald Metals, Inc. v. United States, 132 F.3d 716,
722 (Fed. Cir. 1997), stated that “this court requires evidence in the record ‘to show that the harm
occurred “by reason of” the LTFV imports, not by reason of a minimal or tangential contribution to
material harm caused by LTFV goods.”” See also Nippon Steel Corp. v. United States, 458 F.3d 1345,
1357 (Fed. Cir. 2006); Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed. Cir.
2001).

120 yruguay Round Statement of Administrative Action (SAA), H.R. Rep. 103-316, Vol. | at 851-52
(1994) (“{Tthe Commission must examine other factors to ensure that it is not attributing injury from
other sources to the subject imports.”); S. Rep. 96-249 at 75 (1979) (the Commission “will consider
information which indicates that harm is caused by factors other than less-than-fair-value imports.”);
H.R. Rep. 96-317 at 47 (1979) (“in examining the overall injury being experienced by a domestic industry,
the ITC will take into account evidence presented to it which demonstrates that the harm attributed by
the petitioner to the subsidized or dumped imports is attributable to such other factors;” those factors
include “the volume and prices of nonsubsidized imports or imports sold at fair value, contraction in
demand or changes in patterns of consumption, trade restrictive practices of and competition between
the foreign and domestic producers, developments in technology and the export performance and
productivity of the domestic industry”); accord Mittal Steel, 542 F.3d at 877.

121 SAA at 851-52 (“{Tthe Commission need not isolate the injury caused by other factors from
injury caused by unfair imports.”); Taiwan Semiconductor Industry Ass’n , 266 F.3d at 1345. (“{T}he
Commission need not isolate the injury caused by other factors from injury caused by unfair imports ... .
Rather, the Commission must examine other factors to ensure that it is not attributing injury from other
sources to the subject imports.” (emphasis in original)); Asociacion de Productores de Salmon y Trucha
de Chile AG v. United States, 180 F. Supp. 2d 1360, 1375 (Ct. Int’l Trade 2002) (“{t}he Commission is not
required to isolate the effects of subject imports from other factors contributing to injury” or make
“bright-line distinctions” between the effects of subject imports and other causes.); see also Softwood
Lumber from Canada, Inv. Nos. 701-TA-414 and 731-TA-928 (Remand), USITC Pub. 3658 at 100-01 (Dec.
2003) (Commission recognized that “{i}f an alleged other factor is found not to have or threaten to have
injurious effects to the domestic industry, i.e., it is not an ‘other causal factor,’ then there is nothing to
further examine regarding attribution to injury”), citing Gerald Metals, 132 F.3d at 722 (the statute
“does not suggest that an importer of LTFV goods can escape countervailing duties by finding some
tangential or minor cause unrelated to the LTFV goods that contributed to the harmful effects on
domestic market prices.”).
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such as nonsubject imports, which may be contributing to overall injury to an industry.?? It is
clear that the existence of injury caused by other factors does not compel a negative
determination.

Assessment of whether material injury to the domestic industry is “by reason of” subject
imports “does not require the Commission to address the causation issue in any particular way”
as long as “the injury to the domestic industry can reasonably be attributed to the subject
imports” and the Commission “ensure{s} that it is not attributing injury from other sources to
the subject imports.”?* Indeed, the Federal Circuit has examined and affirmed various
Commission methodologies and has disavowed “rigid adherence to a specific formula.”?°

The Federal Circuit’s decisions in Gerald Metals, Bratsk, and Mittal Steel all involved
cases in which the relevant “other factor” was the presence in the market of significant
volumes of price-competitive nonsubject imports. The Commission interpreted the Federal
Circuit’s guidance in Bratsk as requiring it to apply a particular additional methodology
following its finding of material injury in cases involving commodity products and a significant
market presence of price-competitive nonsubject imports.1?® The additional
“replacement/benefit” test looked at whether nonsubject imports might have replaced subject
imports without any benefit to the U.S. industry. The Commission applied that specific
additional test in subsequent cases, including the Carbon and Certain Alloy Steel Wire Rod from
Trinidad and Tobago determination that underlies the Mittal Steel litigation.

Mittal Steel clarifies that the Commission’s interpretation of Bratsk was too rigid and
makes clear that the Federal Circuit does not require the Commission to apply an additional
test nor any one specific methodology; instead, the court requires the Commission to have
“evidence in the record ‘to show that the harm occurred ‘by reason of’ the LTFV imports,’” and
requires that the Commission not attribute injury from nonsubject imports or other factors to

1225 Rep. 96-249 at 74-75; H.R. Rep. 96-317 at 47.

123 See Nippon, 345 F.3d at 1381 (“an affirmative material-injury determination under the
statute requires no more than a substantial-factor showing. That is, the ‘dumping’ need not be the sole
or principal cause of injury.”).

124 Mittal Steel, 542 F.3d at 877-78; see also id. at 873 (“While the Commission may not enter an
affirmative determination unless it finds that a domestic industry is materially injured ‘by reason of’
subject imports, the Commission is not required to follow a single methodology for making that
determination ... {and has} broad discretion with respect to its choice of methodology.”) citing United
States Steel Group v. United States, 96 F.3d 1352, 1362 (Fed. Cir. 1996) and S. Rep. 96-249 at 75. In its
decision in Swiff-Train v. United States, 793 F.3d 1355 (Fed. Cir. 2015), the Federal Circuit affirmed the
Commission’s causation analysis as comporting with the Court’s guidance in Mittal.

125 Nucor Corp. v. United States, 414 F.3d 1331, 1336, 1341 (Fed. Cir. 2005); see also Mittal Steel,
542 F.3d at 879 (“Bratsk did not read into the antidumping statute a Procrustean formula for
determining whether a domestic injury was ‘by reason’ of subject imports.”).

126 pMittal Steel, 542 F.3d at 875-79.
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subject imports.??” Accordingly, we do not consider ourselves required to apply the
replacement/benefit test that was included in Commission opinions subsequent to Bratsk.

The progression of Gerald Metals, Bratsk, and Mittal Steel clarifies that, in cases
involving commodity products where price-competitive nonsubject imports are a significant
factor in the U.S. market, the Court will require the Commission to give full consideration, with
adequate explanation, to non-attribution issues when it performs its causation analysis.1?®

The question of whether the material injury threshold for subject imports is satisfied
notwithstanding any injury from other factors is factual, subject to review under the substantial
evidence standard.!?® Congress has delegated this factual finding to the Commission because
of the agency’s institutional expertise in resolving injury issues.3°

B. Conditions of Competition and the Business Cycle

The following conditions of competition inform our analysis of whether there is a
reasonable indication of material injury by reason of subject imports.

1. Demand Conditions

U.S. demand for quartz slab depends on the demand for U.S.-produced downstream
fabricated QSP products, which are end use products.'3* Demand for fabricated QSP products
is in turn driven by remodeling activity and new development starts.32 Reported end uses
include kitchen, bathroom, and commercial countertops, vanities, flooring, tiles, shower walls
and pans, window sills, thresholds, basins, chairs, and cabinets.?33* Most U.S. producers and

127 \mijttal Steel, 542 F.3d at 873 (quoting from Gerald Metals, 132 F.3d at 722), 875-79 & n.2
(recognizing the Commission’s alternative interpretation of Bratsk as a reminder to conduct a non-
attribution analysis).

128 To that end, after the Federal Circuit issued its decision in Bratsk, the Commission began to
present published information or send out information requests in the final phase of investigations to
producers in nonsubject countries that accounted for substantial shares of U.S. imports of subject
merchandise (if, in fact, there were large nonsubject import suppliers). In order to provide a more
complete record for the Commission’s causation analysis, these requests typically seek information on
capacity, production, and shipments of the product under investigation in the major source countries
that export to the United States. The Commission plans to continue utilizing published or requested
information in the final phase of investigations in which there are substantial levels of nonsubject
imports.

129 We provide in our discussion below a full analysis of other factors alleged to have caused any
material injury experienced by the domestic industry.

130 \vpjttal Steel, 542 F.3d at 873; Nippon Steel Corp., 458 F.3d at 1350, citing U.S. Steel Group, 96
F.3d at 1357; S. Rep. 96-249 at 75 (“The determination of the ITC with respect to causation is ... complex
and difficult, and is a matter for the judgment of the ITC.”).

131 CR at I1-10, PR at II-7.

132 See CR/PR at Figures 11-1-2, CR at II-8, PR at II-5.

133 CR at 1I-10, PR at 1I-7.
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some importers indicated that the market is subject to seasonal changes in demand.*3* Most
market participants reported an increase in U.S. demand for QSP since January 1, 2015.%3>
There was some agreement among parties that purchasers switching from granite surface
products to QSP helped to explain the increase in demand.?®

Demand, as measured by apparent U.S. consumption, increased throughout the period
of investigation. It was *** square feet in 2015, *** square feet in 2016, and *** square feet in
2017.1%

2. Supply Conditions

Domestic shipments, subject imports, and nonsubject imports all supplied the U.S.
market over the period of investigation. Domestic shipments were the smallest source of
supply over the period.'*® Their share of the market increased from *** percent of apparent
U.S. consumption in 2015 to *** percent in 2016 and then decreased to *** percent in 2017.13°
Domestic producers’ combined annual capacity was less than apparent U.S. consumption over
the period of investigation.'#? It increased during the period due to expansions by *** as well
as the entrance of Caesarstone, which began U.S. production operations in May 2015.14

Subject imports were the second-largest source of supply in 2015 and 2016 and the
largest source of supply in 2017. Their market share increased from *** percent in 2015 to ***
percent in 2016 and then to *** percent in 2017.1%? The capacity of producers in China to
produce QSP increased from 2015 to 2017.14

Nonsubject imports were the largest source of supply in 2015 and 2016 and the second-
largest source of supply in 2017. Their market share decreased from *** percent in 2015 to

134 CR at 11-10, PR at 1I-7. Spring and fall were cited as busy seasons for home renovations, while
winter was cited as generally being a slower season for construction in most regions. /d.

135 CR/PR at Table II-4.

136 Cambria Postconference Br. at 15-16, MSI Postconference Br. at 1-4, Bruskin Postconference
Br. at 6-8, Reliance Postconfernce Br. at 14. Most domestic producers and importers reported that QSP
were substitutable with at least one other product. Among the various substitutes, natural granite was
most commonly regarded as the closest substitute for QSP. CR at II-11-12, PR at |I-8.

137 CR/PR at Table IV-5.

138 As previously stated, the Commission received questionnaire responses from the three
current domestic producers of QSP. A fourth producer, Dal-Tile, plans to open a quartz countertop
factory in Tennessee in the fall 2018. CR/PR at Table IlI-3. We intend to examine the effect of Dal-Tile’s
entry into the market in any final phase of these investigations.

139 CR/PR at Table IV-6.

140 Compare CR/PR at Table IlI-5 with CR/PR at Table IV-5.

141 CR/PR at Tables 11I-3-5. *** it commenced operation during the second quarter of 2015. /d.
at Tables I1I-3-4.

142 CR/PR at Table IV-6.

143 CR/PR at Table VII-4.
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*** percent in 2016 and then to *** percent in 2017.1** Leading nonsubject sources of QSP
were Spain and Israel.}#

3. Substitutability and Other Conditions

The parties expressed disparate views as to the degree of substitutability between
subject imports and the domestic like product, with Cambria arguing that subject imports and
the domestic like product are highly substitutable products that compete based on price and
MSI Respondents arguing that QSP are sold on the basis of non-price factors such as design,
look, and aesthetics.*® In particular, parties disagree as to whether products are differentiated
based on branding and the use of Breton technology in their production process.#’

Based on the record in the preliminary phase of these investigations, we find that there
is a high degree of substitutability between subject imports and the domestic like product. All
domestic producers indicated that subject imports and the domestic like product are always
interchangeable.'*® The majority of U.S. importers responding to the Commission’s
guestionnaire reported that subject and domestic QSP were always or frequently
interchangeable, while a substantial minority indicated they were somewhat
interchangeable.#°

The information available in these preliminary phase investigations indicates that price
is at least of moderate importance in purchasing decisions. Purchasers responding to lost sales
and revenue allegations identified availability, price, quality, reliability of source, and service as
main factors considered in their purchasing decisions.>*° Importers reported mixed responses
when asked about the significance of differences other than price in purchasing decisions
between subject and domestic QSP. A majority of responding U.S. importers reported that
there were always or frequently significant differences other than price between subject
imports and the domestic like product, while almost 40 percent of those responding indicated
that non-price differences were sometimes significant.!>> Domestic producers reported non-
price differences were sometimes or never significant.>> Respondents contend that the
market is segmented between a luxury market segment and a mass market segment. >3

144 CR/PR at Table IV-6.

145 CR at IV-5, PR at IV-5.

146 Cambria Postconference Br. at 16-20; MSI Postconference Br. at 4-7, 15-17.

147 Cambria Postconference Br. at 16-18; MSI Postconference Br. at 4-5, 8, 15-17. We will
explore to what extent producers in China use Breton technology, or its equivalent, in any final phase of
these investigations.

148 CR/PR at Table II-5.

149 CR/PR at Table II-5. In any final phase investigations, we will collect additional information
from purchasers regarding the comparability of the domestic product and the subject imports with
respect to specific product characteristics.

150 CR at 11-12-13, PR at 11-8-9.

151 CR/PR at Table 1I-6. Id.

152 CR/PR at Table II-6. Id.

153 MSI Postconference Br. at 7-14.
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Cambria asserts that its products compete for sales in all market segments.*>* The record is
unclear as to the extent of and the basis for segmentation in the market. We will further
explore the issue of market segmentation, including the prevalence and importance of
branding, in any final phase of these investigations.>®

Domestic producers and importers sold mainly to fabricators and retailers.'>® In certain
areas of the United States, Cambria sells only to exclusive distribution partners.*>’ Most
importers sell locally or regionally to fabricators, retailers, builders, and contractors.>®
Domestic producers and importers reported selling quartz surface products to all regions in the
United States.!>®

Ground quartz is the main raw material used to produce QSP.%% Domestic producers’
raw material costs accounted for approximately *** percent of the cost of goods sold (“COGS”),
with COGS amounting to *** percent of net sales values in 2017.161 *** domestic producers
reported that raw material costs increased from 2015 to 2017.12

C. Volume of Subject Imports

Section 771(7)(C)(i) of the Tariff Act provides that the “Commission shall 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.” 163

The volume of subject imports increased over the period of investigation from 22.5
million square feet in 2015 to 39.3 million square feet in 2016 and then to 63.1 million square
feet in 2017.1%* This increase substantially outpaced the increase in apparent U.S. consumption
over the same period.'®> As observed above, subject import market share also increased, from

154 Cambria Postconference Br. at 16.

155 In their comments on the draft questionnaires, we encourage parties to provide arguments
regarding what segments exist in the market for QSP, how these segments are distinguished from one
another, and by what method the Commission should collect data for them.

156 CR/PR at Table II-1.

157 CR at 1I-2, PR at 1I-1. We will explore further in any final phase of these investigations to what
extent Cambria’s use of exclusive distribution partners affects supply of the domestic like product.

18 CRat II-2, PR at II-1.

159 CR/PR at Table 1I-2. Domestic producers reported *** percent of sales were within 100 miles
of their production facility, *** percent were between 101 and 1,000 miles, and *** percent were over
1,000 mile. In contrast, importers sold 78.5 percent within 100 miles of their U.S. point of shipment,
21.0 percent between 101 and 1,000 miles, and 3.2 percent over 1,000 miles. CR at Il-3, PR at II-2.

160 CR at V-1, PR at V-1.

161 CR at V-1, PR at V-1.

162 CR at V-1, PR at V-1. We intend to seek more comprehensive data regarding raw material
costs in any final phase investigations.

16319 U.S.C. § 1677(7)(C)(i).

164 CR/PR at Table IV-5.

165 CR/PR at Table IV-5. Apparent U.S. consumption of QSP increased by *** percent from 2015
to 2017, while during the same period subject imports increased by 180.8 percent. Id.
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*** percent in 2015 to *** percent in 2016 and then to *** percent in 2017.2%® The ratio of
subject imports to U.S. production increased from *** percent in 2015 to *** percent in 2016
and then to *** percent in 2017.¢’

In light of the foregoing, we find that the volume of subject imports and the increase in
that volume are significant in both absolute terms and relative to production and consumption.

D. Price Effects of the Subject Imports

Section 771(7)(C)(ii) of the Tariff Act provides that, in evaluating the price effects of
subject imports, the Commission shall consider whether —

() there has been significant price underselling by the imported merchandise as
compared with the price of domestic like products of the United States, and

() the effect of imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have occurred, to a significant
degree.16®

The Commission collected quarterly pricing data on four pricing products.®® 170 Three
U.S. producers and 79 importers provided usable pricing data for sales of the requested
products, although not all firms reported pricing for all products in each quarter.’? Pricing data
reported by these firms accounted for approximately *** percent of U.S. producers’ shipments
of QSP and 16.5 percent of U.S. shipments of subject merchandise from China in 2017.%72

166 CR/PR at Table IV-6.

167 Compare CR/PR at Table IlI-5 with CR/PR at Table IV-6.

168 19 U.S.C. § 1677(7)(C)(ii).

169 The four pricing products are as follows:

Product 1.-- White quartz surface products in slab form with a nominal thickness of 2
centimeters (“cm”) without veining or movement and sold to distributors.
Product 2.--White quartz surface products in slab form with a nominal thickness of 3 cm
with no veining or movement and sold to distributors.
Product 3.--White quartz surface products in slab form with a nominal thickness of 2
centimeters (“cm”) without veining or movement and sold to firms other than
distributors.
Product 4.--White quartz surface products in slab form with a nominal thickness of 3 cm
with no veining or movement and sold to firms other than distributors.

CRat V-5, PR at V-3.

170 parties disagree as to whether the pricing products selected by the Commission are
representative of the market as a whole. Compare Cambria Postconference Br. at 24 with MSI
Postconference Br. at 27. We invite parties to suggest pricing products that are representative of the
market as a whole and best reflect competition in the market in their comments on the draft
guestionnaires in any final phase investigations.

171 CR at V-5, PR at V-4.

172 CR at V-5, PR at V-4.
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The pricing data show that the subject imports undersold the domestic like product in
all 48 quarterly comparisons, involving *** square feet of QSP from China.'”® 174 As discussed
above, there is a high degree of substitutability between subject imports and the domestic like
product and the record indicates that price is of at least moderate importance in purchasing
decisions.”® Therefore, we find the underselling to be significant for the purposes of these
preliminary determinations.

We have also considered price trends for the domestic like product and subject imports.
Prices for all four domestically produced pricing products fluctuated downwards during the
period of investigation, with the price of each product being lower in the fourth quarter of 2017
than in the first quarter of 2015.176 Notwithstanding the substantial increase in demand over
the period of investigation, prices for pricing products 2, 3, and 4 trended downward as the
volume of shipments of subject imports of these products increased.'’’ Additionally, *** U.S.
producers reported that they had to reduce prices, and *** stated that domestic producers
reduced prices to compete with subject imports in response to the lost sales and revenue
survey.'’® Given that prices for each of the pricing products declined amid robust growth in
demand and the claims of specific domestic price reductions from both producers and
purchasers, all of which occurred as an increasing volume of low-priced imports from China
entered the market, we find evidence of price depression by subject imports.

These price declines occurred while the domestic industry’s COGS were increasing on a
per-unit basis.'’”® Consequently, domestic producers were not able fully to recover increased
costs. During the period of investigation, the domestic industry’s COGS to net sales ratio
increased from *** percent in 2015 to *** percent in 2016 and then to *** percent in 2017.1&
Thus, notwithstanding market conditions — a substantial increase in demand and rising costs —
the domestic industry experienced a cost-price squeeze as a result of subject imports, which
had a suppressing effect on domestic prices.

In light of the foregoing, we find for purposes of these preliminary determinations that
there was a significant and increasing volume of subject imports that significantly undersold the
domestic like product. Moreover, these imports prevented price increases that would

173 CR/PR at Table V-8. The margins of underselling ranged from *** percent to *** percent. /d.

174 Respondents argue that the universal underselling observed during the period of
investigation is indicative of product differentiation in terms of quality and other attributes. MSI
Postconference Br. at 26-27. We will explore in any final phase investigations to what extent differences
in quality and other attributes may account for any differences in prices for subject imports and the
domestic like product.

175 |n response to the lost sales and revenue survey, *** responding purchasers stated that
lower prices were a primary reason they purchased subject imports instead of the domestic like product.
CR/PR at Table V-11.

176 CR/PR at Figures V-1-4.

177 CR/PR at Figures V-2-4.

178 CR/PR at Table V-12, CR at V-15, PR at V-9.

179 The domestic industry’s per-unit COGS increased from *** in 2015 to *** in 2016 and *** in
2017. CR/PR at Table VI-1.

180 CR/PR at Table VI-1.
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otherwise have occurred to a significant degree and the domestic industry experienced price
declines as the quantity of low-priced subject imports increased. We consequently find that
the subject imports had significant price effects.

E. Impact of the Subject Imports!®!

Section 771(7)(C)(iii) of the Tariff Act provides that the Commission, in examining the
impact of the subject imports on the domestic industry, “shall evaluate all relevant economic
factors which have a bearing on the state of the industry.” These factors include output, sales,
inventories, capacity utilization, market share, employment, wages, productivity, gross profits,
net profits, operating profits, cash flow, return on investment, return on capital, ability to raise
capital, ability to service debt, research and development, and factors affecting domestic prices.
No single factor is dispositive and all relevant factors are considered “within the context of the
business cycle and conditions of competition that are distinctive to the affected industry.” 182

Despite increases in its production and employment, the domestic industry saw declines
in its capacity utilization and its financial performance over the period of investigation. The
domestic industry’s production increased from *** square feet in 2015 to *** square feet in
2016 and then to *** square feet in 2017.%83 Its capacity increased from *** square feet in
2015 to *** square feet in 2016 and then to *** square feet in 2017.18* Its capacity utilization
declined from *** percent in 2015 to *** percent in 2016 and then to *** percent in 2017.1%
The domestic producers’ U.S. shipments increased from *** square feet in 2015 to *** square
feet in 2016 and then to *** square feet in 2017.18¢ As discussed above, the domestic
industry’s market share fluctuated but declined overall, initially increasing from *** percent in
2015 to *** percent in 2016 and then decreasing to *** percent in 2017.'8” Domestic
producers’ end-of-period (“EOP”) inventories increased from *** square feet in 2015 to ***
square feet in 2016 and then to *** square feet in 2017.18

Employment-related data showed generally positive trends. The number of production
and related workers (“PRWs”), total hours worked, wages paid, and hourly wages all increased.
By contrast, productivity fluctuated within a narrow range, while hours worked per PRW
decreased, and unit labor costs increased.

181 |In jts notice initiating the antidumping duty investigation on QSP from China, Commerce
reported estimated dumping margins ranging from 303.38 to 336.69 percent. 83 Fed. Reg. at 22616.

18219 U.S.C. § 1677(7)(C)(iii). This provision was amended by the Trade Preferences Extension
Act of 2015, Pub. L. 114-27.

183 CR/PR at Table IlI-5.

184 CR/PR at Table IlI-5.

85 CR/PR at Table III-5.

186 CR/PR at Table IV-5.

87 CR/PR at Table IV-6.

188 CR/PR at Table I1I-8.

189 CR/PR at Table I1I-10. PRWs increased from *** workers in 2015 to *** workers in 2016 and
then to *** workers in 2017. Total hours worked increased from *** hours in 2015 to *** hours in 2016
and then to *** hours in 2017. Hours worked per PRW decreased from *** hours in 2015 to *** hours
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Although the domestic industry’s sales revenue and gross profit increased over the
period of investigation, it nevertheless experienced declines in its operating income, ratio of
operating income to net sales, and capital expenditures as well as increases in its COGS, ratio of
COGS to net sales, and selling, general, and administrative (“SG&A”) expenses. The domestic
industry’s sales revenue increased from $*** in 2015 to $*** in 2016 and then to $*** in
2017.1%° As observed above, the domestic industry’s COGS and ratio of COGS to net sales
increased from 2015 to 2017.%°? Its gross profit increased from $*** in 2015 to $*** in 2016
and then to $*** in 2017.1%? Its SG&A expenses increased from $*** in 2015 to $*** in 2016
and then to $*** in 2017.1% Operating income increased from $*** in 2015 to *** in 2016, but
then declined to $*** in 2017, which was below the 2015 level. The ratio of operating income
to net sales declined from *** percent in 2015 to *** percent in 2016 and to *** percent in
2017.19% The domestic industry’s net income decreased from $*** in 2015 to $*** in 2016 and
then to $*** in 2017.1% Capital expenditures decreased from $*** in 2015 to $*** in 2016 and
then to $*** in 2017.1%°

For the purposes of these preliminary determinations, we find that subject imports had
a significant impact on the domestic industry. The significant volume of subject imports, which
increased over the period of investigation and universally undersold the domestic like product,
prevented price increases that otherwise would have occurred to a significant degree, as prices
for the domestically produced product declined notwithstanding increasing costs and rising
demand. Moreover, despite the substantial increase in demand over the period of
investigation, the domestic industry maintained unused capacity to produce QSP. As a result,
the domestic industry achieved lower revenues than it would have otherwise, resulting in
reductions in its net income and operating income ratio during the period of investigation.

We have also examined the role of nonsubject imports to ensure that we have not
attributed to the subject imports injury caused by other factors.'®” We observe that the market

in 2016 and then increased to *** hours in 2017. Wages paid increased from $*** in 2015 to $*** in
2016 and then to $*** in 2017. Hourly wages increased from $*** in 2015 to $*** in 2016 and then to
S*** in 2017. Productivity in square feet per hour ranged from *** in 2016 to *** in both 2015 and
2017. Unit labor costs increased from $*** in 2015 to $*** in 2016 and then to $*** in 2017. Id.

190 CR/PR at Table VI-1.

191 CR/PR at Table VI-1. The domestic industry’s COGS increased from $*** in 2015 to $*** in
2016 and then to $*** in 2017 and its ratio of COGS to net sales increased from *** percent in 2015 to
*** percent in 2016 and then to *** percent in 2017. /d.

192 CR/PR at Table VI-1.

193 CR/PR at Table VI-1. We intend to examine further the domestic industry’s SG&A costs in any
final phase investigations.

194 CR/PR at Table VI-1.

195 CR/PR at Table VI-1.

1% CR/PR at Table VI-4. R&D expenditures fell irregularly during the period. They were $*** in
2015, $*** jn 2016, and $*** in 2017. Id.

197 As discussed above, we intend to explore in any final phase investigations any continued
assertions that market segmentation and restricted channels of distribution explain any material injury
to the domestic industry.
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share of nonsubject imports declined from *** percent in 2015 to *** percent in 2016 and then
to *** percent in 2017.%°8 In light of their decline in market share, nonsubject imports could
not have been responsible for the adverse price effects caused by the sharply increasing
volume and market share of the subject imports. Even to the extent that subject imports
gained market share at the expense of nonsubject imports rather than the domestic industry,
the subject imports had adverse effects on the prices and revenues of the domestic industry.

VIl. Conclusion

For the reasons stated above, we determine that there is a reasonable indication that an
industry in the United States is materially injured by reason of subject imports of QSP from
China that are allegedly subsidized and sold in the United States at less than fair value.

198 CR/PR at Table IV-6.
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PART I: INTRODUCTION

BACKGROUND

These investigations result from petitions filed with the U.S. Department of Commerce
(“Commerce”) and the U.S. International Trade Commission (“USITC” or “Commission”) by
Cambria Company LLC (“Cambria” or “petitioner”), Eden Prairie, Minnesota, on April 17, 2018,
alleging that an industry in the United States is materially injured and threatened with material
injury by reason of subsidized and less-than-fair-value (“LTFV”) imports of quartz surface
products from China.! The following tabulation provides information relating to the background
of these investigations.2 3

Effective date Action

Petition filed with Commerce and the Commission;
institution of Commission investigations (83 FR 17675,
April 17, 2018 April 23, 2018)

Commerce’s notice of initiation of LTFV investigation (83
FR 22613, May 16, 2018) and Commerce’s notice of
initiation of countervailing duty investigation (83 FR

May 7, 2018 22618, May 16, 2018)

May 8, 2018 Commission’s conference
May 31, 2018 Commission’s vote

June 1, 2018 Commission’s determinations
June 8, 2018 Commission’s views

STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT
Statutory criteria

Section 771(7)(B) of the Tariff Act of 1930 (the “Act”) (19 U.S.C. § 1677(7)(B)) provides
that in making its determinations of injury to an industry in the United States, the Commission--
shall consider (1) the volume of imports of the subject merchandise, (Il) the

effect of imports of that merchandise on prices in the United States for
domestic like products, and (Ill) the impact of imports of such
merchandise on domestic producers of domestic like products, but only in
the context of production operations within the United States; and. . .
may consider such other economic factors as are relevant to the

! See the section entitled “The Subject Merchandise” in Part I of this report for a complete
description of the merchandise subject in this proceeding.

2 Pertinent Federal Register notices are referenced in appendix A and may be found at the
Commission’s website (www.usitc.gov).

® A list of witnesses appearing at the conference is presented in appendix B of this report.



determination regarding whether there is material injury by reason of
imports.

Section 771(7)(C) of the Act (19 U.S.C. § 1677(7)(C)) further provides that--*
In evaluating the volume of imports of merchandise, the Commission shall
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.. . .In evaluating the
effect of imports of such merchandise on prices, the Commission shall
consider whether. . .(1) there has been significant price underselling by the
imported merchandise as compared with the price of domestic like
products of the United States, and (ll) the effect of imports of such
merchandise otherwise depresses prices to a significant degree or
prevents price increases, which otherwise would have occurred, to a
significant degree.. . . In examining the impact required to be considered
under subparagraph (B)(i)(lll), the Commission shall evaluate (within the
context of the business cycle and conditions of competition that are
distinctive to the affected industry) all relevant economic factors which
have a bearing on the state of the industry in the United States, including,
but not limited to. . . (I) actual and potential decline in output, sales,
market share, gross profits, operating profits, net profits, ability to service
debt, productivity, return on investments, return on assets, and utilization
of capacity, (ll) factors affecting domestic prices, (lll) actual and potential
negative effects on cash flow, inventories, employment, wages, growth,
ability to raise capital, and investment, (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) in {an antidumping
investigation}, the magnitude of the margin of dumping.

In addition, Section 771(7)(J) of the Act (19 U.S.C. § 1677(7)(J)) provides that—>

(J) EFFECT OF PROFITABILITY.—The Commission may not determine that
there is no material injury or threat of material injury to an industry in the
United States merely because that industry is profitable or because the
performance of that industry has recently improved.

* Amended by PL 114-27 (as signed, June 29, 2015), Trade Preferences Extension Act of 2015.
> Amended by PL 114-27 (as signed, June 29, 2015), Trade Preferences Extension Act of 2015.



Organization of report

Part | of this report presents information on the subject merchandise, alleged subsidy
and dumping margins, and domestic like product. Part Il presents information on conditions of
competition and other relevant economic factors. Part Il presents information on the condition
of the U.S. industry, including data on capacity, production, shipments, inventories, and
employment. Parts IV and V present the volume of subject imports and pricing of domestic and
imported products, respectively. Part VI presents information on the financial experience of
U.S. producers. Part Vil presents the statutory requirements and information obtained for use
in the Commission’s consideration of the question of threat of material injury as well as
information regarding nonsubject countries.

MARKET SUMMARY

Quartz surface products are a compacted stone composite building material used for
countertop surfaces as an alternative to queried stone surfaces. Quartz surface products are
used in a variety of applications such as counters, tiles, walls, floors, shower and tub surrounds,
fireplace surrounds, and bathroom vanities. The leading U.S. producer of quartz surface
products is Cambria, while leading producers of quartz surface products outside the United
States include Cosentino of Spain and Caesarstone of Israel (Caesarstone Technologies USA, Inc.
(“Caesarstone”) also produces quartz surface products in the United States). The leading U.S.
importers of quartz surface products from China are ***; while the leading importers of quartz
surface products from nonsubject countries are ***. U.S. purchasers of quartz surface products
are primarily composed of distributors, fabricators, and/or installers and typically vary in size
from small retail installers to large commercial development contractors and regional
distributors. Leading U.S. purchasers include ***,

Apparent U.S. consumption of quartz surface products totaled approximately ***
square feet ($***) in 2017. Currently, three firms are known to produce slabs of quartz surface
products in the United States. U.S. producers’ U.S. shipments of quartz surface products totaled
*** square feet (S***) in 2017, and accounted for *** percent of apparent U.S. consumption
by quantity and *** percent by value. U.S. imports from China totaled 63.1 million square feet
(5521 million) in 2017 and accounted for *** percent of apparent U.S. consumption by quantity
and *** percent by value. U.S. imports from nonsubject sources totaled 52.4 million square feet
(5552 million) in 2017 and accounted for *** percent of apparent U.S. consumption by quantity
and *** percent by value.



SUMMARY DATA AND DATA SOURCES

A summary of data collected in these investigations is presented in appendix C, table C-
1. Except as noted, U.S. industry data are based on questionnaire responses of three firms that
accounted for all known U.S. production of not fabricated slabs of quartz surface products
during 2017.° Usable responses to the Commission’s U.S. importer questionnaire were received
from 79 companies, representing an estimated 65.6 percent of U.S. imports from China in 2017
under HTS statistical reporting number 6810.99.0010. U.S. import data are based on official
import statistics (statistical reporting number 6810.99.0010), adjusted to include questionnaire
responses from 11 importers who reported in-scope quartz surface products imported under
other statistical reporting numbers.® Usable responses to the Commission’s foreign producer
guestionnaire were received from 20 producers and exporters of quartz surface products and
23 resale exporters of quartz surface products in China.’ These 43 firms’ exports to the United
States accounted for approximately 41.0 percent of U.S imports of quartz surface products from
China in 2017.

PREVIOUS AND RELATED INVESTIGATIONS

Quartz surface products have not been the subject of any prior countervailing duty or
antidumping duty investigations in the United States. Quartz slabs and portions thereof have
been the subject of two Section 337 investigations. On April 14, 2016, Cambria filed a Section
337 complaint alleging patent infringement (U.S. Patent Nos. D737,058; D712,670; D713,154;
D737,576; D737,577; and D738,630) against two respondent parties: Wilsonart LLC
(“Wilsonart”) and Dorado Soapstone LLC (“Dorado”).*® On September 14, 2016, the presiding
administrative law judge (“ALJ”’) issued an initial determination terminating the investigation as
to U.S. Patent No. D737,058. On October 13, 2016, the Commission determined not to review
that initial determination. On September 28, 2016, Cambria and Wilsonart jointly moved to
terminate the investigation as to Wilsonart based on a settlement agreement. On October 12,
2016, the ALJ issued Order 20, an initial determination granting the motion. On October 6,
2016, Cambria moved to terminate the investigation as to Dorado based on Cambria’s
withdrawal of certain allegations in the complaint. On October 13, 2016, the ALJ issued Order

® The Commission also received a U.S. producer questionnaire from ***.

’ The Commission also received U.S. importer questionnaires from eight firms that were excluded
from the dataset due to data reconciliation and consistency issues: ***. The Commission received “NO”
responses to the U.S. importer questionnaire from an additional 11 firms.

®n 2017, responding importers reported 3.0 million square feet ($26.8 million) of quartz surface
products imported under statistical reporting numbers other than 6810.99.0010; 88.9 percent of which
were imported from China.

® The Commission received “NO” responses to the foreign producer questionnaire from an additional
15 firms.

19 certain Quartz Slabs and Portions Thereof Institution of Investigation, 81 FR 30342, May 16, 2016.



21, an initial determination granting the motion. On November 3, 2016, the Commission
determined not to review Orders 20 or 21 and the investigation was terminated.™

On July 11, 2016, Cambria filed a Section 337 complaint alleging patent infringement
(U.S. Patent Nos. D712,666, D712,670, D751,298, D712,161, and D737,058) against eight
respondent parties.12 On August 23, 2016, Cambria moved to terminate the investigation in its
entirety based upon withdrawal of the complaint. On August 25, 2016, the ALJ granted the
motion as the subject ID. On September 7, 2016, the Commission determined not to review the
ID and the investigation was terminated.*®

NATURE AND EXTENT OF ALLEGED SUBSIDIES AND SALES AT LTFV
Alleged subsidies

On May 16, 2018, Commerce published a notice in the Federal Register of the initiation
of its countervailing duty investigation on quartz surface products from China.'* Commerce
identified the following government programs in China:*

Preferential loans and interest rates
1.  Policy loans to the quartz surface products industry
Export loans
Export seller’s credits
Export buyer’s credits
Preferential loans for state-owned enterprises
Loan and interest forgiveness for state-owned enterprises

ouhkwnN

! Certain Quartz Slabs and Portions Thereof: Commission Determination Not To Review Initial
Determinations Terminating the Investigation as to All Respondents; Termination of the Investigation, 81
FR 78634, November 8, 2016.

12 Certain Quartz Slabs and Portions Thereof (ll); Institution of Investigation, 81 FR 54600, August 16,
2016.

3 Certain Quartz Slabs and Portions Thereof (11); Commission Decision Not To Review an Initial
Determination Terminating the Investigation Based Upon Withdrawal of the Complaint; Termination of
Investigation, 81 FR 62919, September 13, 2016.

4 Certain Quartz Surface Products from the People’s Republic of China: Initiation of Countervailing
Duty Investigation, 83 FR 22618, May 16, 2018.

> Certain Quartz Surface Products from the People’s Republic of China, Enforcement and Compliance,
Office of AD/CVD Operations, Countervailing Duty Investigation Initiation Checklist, May 7, 2018.



Income tax and other direct tax subsides

7.
8.

10.
11.

12.

Preferential income tax program for high- and new-technology enterprises
Preferential deduction of research and development for high- and new-technology
enterprises

Income tax credits for domestically-owned companies purchasing domestically-
produced equipment

Reduction in or exemption from fixed asset investment orientation regulatory tax
Preferential income tax subsidies for high or new technology foreign investment
enterprises

Income tax benefits for domestic enterprises engaging in research and
development

Indirect tax programs

13.

Import tariff and VAT exemptions for foreign investment enterprises and certain
domestic enterprises using imported equipment in encouraged industries

Government provision of goods and services for less than adequate remuneration

14.
15.
16.
17.
18.

Provision of land use rights for less than adequate remuneration

Provision of land to state-owned enterprises for less than adequate remuneration
Provision of polyester resin for less than adequate remuneration

Provision of quartz for less than adequate remuneration

Provision of electricity for less than adequate remuneration

Grant programs

19.
20.
21.
22.

The state key technology project fund

Export assistance grants

Subsidies for development of famous export brands and China world top brands
Sub-central government programs to promote famous export brands and China
world top brands

Other export subsidies

23.
24.
25.

26.

Export credit insurance subsidies
Export credit guarantees

Foshan high-tech industrial development zone subsidies:
a. Income tax subsidies

b. Duty exemption

c. City maintenance fee exemption

d. Land use reductions

Fujian pilot free trade zone subsidies:

a. Installment payments of income tax
b. Tariff and VAT exemptions

c. Port tax refund policy



Alleged sales at LTFV

On May 16, 2018, Commerce published a notice in the Federal Register of the initiation
of its antidumping duty investigation on quartz surface products from China.'® Commerce has
initiated the antidumping duty investigation based on estimated dumping margins ranging from
303.38 percent to 336.69 percent for quartz surface products from China.

THE SUBJECT MERCHANDISE
Commerce’s scope

In the current proceeding, Commerce has defined the scope as follows:

The merchandise covered by the investigation is certain quartz surface
products.’” Quartz surface products consist of slabs and other surfaces
created from a mixture of materials that includes predominately silica
(e.qg., quartz, quartz powder, cristobalite) as well as a resin binder (e.g., an
unsaturated polyester). The incorporation of other materials, including,
but not limited to, pigments, cement, or other additives does not remove
the merchandise from the scope of the investigation. However, the scope
of the investigation only includes products where the silica content is
greater than any other single material, by actual weight. Quartz surface
products are typically sold as rectangular slabs with a total surface area
of approximately 45 to 60 square feet and a nominal thickness of one,
two, or three centimeters. However, the scope of this investigation
includes surface products of all other sizes, thicknesses, and shapes. In
addition to slabs, the scope of this investigation includes, but is not
limited to, other surfaces such as countertops, backsplashes, vanity tops,
bar tops, work tops, tabletops, flooring, wall facing, shower surrounds,
fire place surrounds, mantels, and tiles. Certain quartz surface products
are covered by the investigation whether polished or unpolished, cut or
uncut, fabricated or not fabricated, cured or uncured, edged or not edged,
finished or unfinished, thermoformed or not thermoformed, packaged or
unpackaged, and regardless of the type of surface finish.

In addition, quartz surface products are covered by the investigation
whether or not they are imported attached to, or in conjunction with,

18 Certain Quartz Surface Products from the People’s Republic of China: Initiation of Less-Than-Fair-
Value Investigation, 83 FR 22613, May 16, 2018.

7 Quartz surface products may also generally be referred to as engineered stone or quartz, artificial
stone or quartz, agglomerated stone or quartz, synthetic stone or quartz, processed stone or quartz,
manufactured stone or quartz, and Bretonstone®.



non-subject merchandise such as sinks, sink bowls, vanities, cabinets, and
furniture. If quartz surface products are imported attached to, or in
conjunction with, such non-subject merchandise, only the quartz surface
product is covered by the scope.

Subject merchandise includes material matching the above description
that has been finished, packaged, or otherwise fabricated in a third
country, including by cutting, polishing, curing, edging, thermoforming,
attaching to, or packaging with another product, or any other finishing,
packaging, or fabrication that would not otherwise remove the
merchandise from the scope of the investigation if performed in the
country of manufacture of the quartz surface products.

The scope of the investigation does not cover quarried stone surface
products, such as granite, marble, soapstone, or quartzite. Specifically
excluded from the scope of the investigation are crushed glass surface
products. Crushed glass surface products are surface products in which
the crushed glass content is greater than any other single material, by
actual weight.

The products subject to the scope are currently classified in the
Harmonized Tariff Schedule of the United States (HTSUS) under the
following subheading: 6810.99.0010. Subject merchandise may also enter
under subheadings 6810.11.0010, 6810.11.0070, 6810.19.1200,
6810.19.1400, 6810.19.5000, 6810.91.0000, 6810.99.0080,
6815.99.4070, 2506.10.0010, 2506.10.0050, 2506.20.0010,
2506.20.0080. The HTSUS subheadings set forth above are provided for
convenience and U.S. Customs purposes only. The written description of
the scope is dispositive.

Tariff treatment

Based upon the scope set forth by the Department of Commerce, information available
to the Commission indicates that the merchandise subject to these investigations is imported
under the following provisions of the Harmonized Tariff Schedule of the United States (“HTS”):
2506.10.00, 2506.20.00, 6810.11.00, 6810.19.12, 6810.19.14, 6810.19.50, 6810.91.00,
6810.99.00 and 6815.99.40. The first two subheadings cover quartz that is in the form of a basic
material; the provisions in chapter 68 cover building and flooring materials and other made-up
articles in which quartz predominates by weight. The 2018 general rate of duty is free for HTS
subheadings 2506.10.00, 2506.20.00, 6810.91.00, 6810.99.00, and 6815.99.40; 3.2 percent ad
valorem for HTS subheading 6810.11.00; 3.9 percent for HTS subheading 6810.19.50; 4.9
percent for HTS subheading 6810.19.12; and 9 percent for HTS subheading 6810.19.14.
Decisions on the tariff classification and treatment of imported goods are within the authority
of U.S. Customs and Border Protection.



THE PRODUCT
Description and applications

Quartz surface products are a compacted stone composite building material used for
countertop surfaces or aesthetic accents in residential, commercial, and industrial properties.
Quartz surface products compete with quarried natural stone products, such as granite or
marble.'® Demand for quartz surface products has grown due to its improved aesthetic appeal,
durability, stain and scratch resistance, heat tolerance, and anti-microbial properties.*® The
scope of these investigations covers both raw-material slabs and finished products.

Finished products include fabricated countertop surfaces, cut-to-size slabs used in the
hospitality industry, and various other decoration products. Quartz surface products are utilized
in commercial, residential, or industrial properties as countertops, tiles, bar surfaces, shower
and tub surrounds, fireplace surrounds, walls, floors, bathroom vanities, and furniture
surfaces.?’ Quartz surface products may be further worked to meet customer specifications.

Unadulterated quartz surface products are white with fine particulates. Manufacturing
advances improved the appearance of quartz surface products and enabled producers to make
quartz surface products that mimic natural stone or have unique patterns.

Producers of quartz surface products invest in the development of new collections and
designs to attract customers—new designs allegedly have been copied by foreign competitors in
a matter of only months.? These patterns require specialized machinery and design by teams
of engineers whose end products are patented as intellectual property.*? Figure I-1 shows
several designed aesthetic and color options available to consumers of quartz surface products.

'8 Conference transcript, p. 52 (Davis); p. 106 (Smith); pp. 113-114 (Huarte); p. 119 (Shah); and p. 129
(Jorgensen).

19 Conference transcript, p. 21 (Davis) and Silestone, "Quartz vs Granite Countertops,"
https://www.silestoneusa.com/quartz-vs-granite-countertops/ (accessed May 15, 2018).

20 conference transcript, p. 21 (Davis).

2! Conference transcript, p. 24 (Davis) and p. 41 (Birdwell).

22 Conference transcript, p. 20 (Davis).



https://www.silestoneusa.com/quartz-vs-granite-countertops/

Figure I-1
Quartz surface products: Samples of quartz surface products surface patterns

Source: Photo of product samples provided to the Commission by the petitioner.

Manufacturing processes

All domestically produced quartz surface products are made by using a patented
production process and machinery developed by Breton S.p.A. (”Breton”).23 Some Chinese
producers utilize equipment from Breton.?* Other Chinese producers utilize machinery and a
production process similar to that of domestic producers.25

Quartz surfaces are composed of three input ingredients: aggregates, binding agents,
and additives. Aggregates account for 93 percent of the mass in a quartz surface.? The
aggregate materials are quartz and silica minerals. The quartz and silica come from siliceous
natural stone materials or artificial materials, such as glass or ceramic materials.”’ The binding

2 Conference transcript, p. 113 (Haurte).

** petitioner’s postconference brief, answers to staff questions pp. 14-15.

> Conference transcript, p. 85 (Kim).

% Caesarstone, "CaesarStone Quartz Surfaces: Fastest Growing Choice For Stylish, Durable, Kitchen &
Bathroom Countertops," Newsroom, March 27, 2006,
http://www.caesarstoneus.com/newsroom/press-releases/caesarstone-quartz-surfaces-fastest-
growing-choice-for-stylish-durable-kitchen-bathroom-countertops/ (accessed May 15, 2018).

?” Quarts and silica materials are plentiful, constituting 12 percent of the Earth’s crust. Mottana,
Annibale, Rodolfo Crespi, and Giuseppe Liborio, Simon & Schuster’s Guide to Rocks and Minerals, edited

(continued...)
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http://www.caesarstoneus.com/newsroom/press-releases/caesarstone-quartz-surfaces-fastest-growing-choice-for-stylish-durable-kitchen-bathroom-countertops/

agent used in quartz surface products is polymer resin. Additives make surfaces more
aesthetically appealing by allowing quartz surface products to exhibit various colors or patterns.
Additives are other stone materials for pigmentation or larger particles of glass or metal flecks
for visual effect.

As shown in figure I-2, not fabricated slabs of quartz surface products are manufactured
in a nine-step process. Slabs are then transformed into fabricated quartz surface products
through the fabrication process.

Figure I-2
Quartz surface products: Not fabricated slab manufacturing process schematic
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MIXING COMBINING  DISPENSING AND
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Source: Petitioner’s postconference brief, exh. 40.

(...continued)
by Martin Prinz, George Harlow, and Joseph Peters. New York, NY: Simon and Schuster, 1978, pp. 244-
246.
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Mixing and combining

Raw materials are inspected upon receipt at the production facility. The aggregate
materials are stored in a silo system. Before use, the aggregate materials are crushed down to
various particle sizes. Particle size impacts the aesthetic texture of the end product. Fine
particles create a smooth quartz surface; whereas, large particles create a surface with visible
crystal structures. The binding agents are stored in stainless steel tanks. Additives are
transported in sacks and loaded into storage hoppers. The raw materials are transported to the
mixing operations via a hermetic system of conveyor belts.

The production process begins when an engineer designates a pre-designed end
product. Each end product has a unique formula that is pre-programmed into the production
line. The automated system then extracts the raw materials from storage and transports them
to the mixing system. The mixing system blends all of the ingredients into a consistent mixture,
resembling damp sand.”®

Dispensing, molding, and pressing

Next, the blended mixture is dispensed into a rubber mold. The rubber mold is passed
through a distributing mechanism that shapes and forms the mixture into the desired
dimensions. The distributing mechanism utilizes continuous weight control to ensure an even
distribution.

The shaped mixture is then transported to the pressing operations. The material is
placed into a vacuum-sealed chamber with a vibration system. Shaking the mixture removes
gases from the slab that would otherwise weaken the structural integrity of the finished slab.
The material is simultaneously compacted and shaken to the desired density to form a slab.

Curing and cooling

After compression, the slab is then baked at 90 degrees Celsius for 45 minutes.? The
baking process hardens the slab to form the solid quartz surface. Next, the slab is air cooled in a
storage area for 24 hours.

Polishing and inspect