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C-351-835
Investigation
Public Document
III/VII: DM, SC, HH

MEMORANDUM

DATE: September 23, 2002

TO: Faryar Shirzad
Assistant Secretary
  for Import Administration

FROM: Joseph A. Spetrini
Deputy Assistant Secretary
  for AD/CVD Enforcement III

SUBJECT: Issues and Decision Memorandum for the Final Affirmative Countervailing Duty
Determination in the Countervailing Duty Investigation of Certain Cold-Rolled
Carbon Steel Flat Products from Brazil

Background

On March 4, 2002, the Department of Commerce (“the Department”) published the
preliminary determination in this investigation.  See Preliminary Affirmative Countervailing
Duty Determination and Alignment with Final Antidumping Duty Determinations: Certain Cold-
Rolled Carbon Steel Flat Products from Brazil, 67 FR 9652 (March 4, 2002) (Brazil Preliminary
Determination).  The “Analysis of Programs” and “Subsidies Valuation Information” sections
below describe the subsidy programs and the methodologies used to calculate the benefits from
these programs.  We have analyzed the comments submitted by the interested parties in their case
and rebuttal briefs in the “Analysis of Comments” section below.  Our review of the comments
has led us to change certain aspects of our preliminary determination.  All changes are set forth in
either the “Analysis of Programs” section or the “Analysis of Comments” section.  We
recommend that you approve the positions we have developed in this memorandum.  Below is a
complete list of the issues in this investigation for which we received comments and rebuttal
comments from parties:

Comment 1: CSN, USIMINAS and COSIPA Privatization
Comment 2: PIS/COFINS - Direct Taxes v. Indirect Taxes
Comment 3: PIS/COFINS- Rebate of Prior-Stage Cumulative Indirect Taxes
Comment 4: PIS/COFINS Credit - Excessive Remission 
Comment 5: FINEM Financing and Specificity
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The importer then makes installment payments to the Bank of Brazil at the interest rate
negotiated between the importer and the exporter.  If this interest rates includes a spread in
excess of the spread established in the PROEX program, this additional amount will be passed
through the Bank of Brazil to the exporter.  See GOB Verification Report dated August 9, 2002
at 13; see also GOB Verification exhibit GOB-8, dated July 3, 2002. 
    

The PROEX Equalization program provides funds to Brazilian and foreign international
banks that provide credit to Brazilian exporters or foreign importers of Brazilian goods and
services at international market rates.  GOB officials explained at verification that absent this
program, the cost of export financing in Brazil would be more expensive due to the higher cost of
securing funding from abroad.  Under this program, PROEX is responsible for assuming these
additional financing costs that are incurred by these international banks for financing exports in
Brazil.  

None of the three respondent companies or relevant trading companies received loans
under the PROEX loan program during the POI, nor did any of them owe interest or principal
during the POI on such loans.  Therefore, we determine that this program is not used for purposes
of this investigation. 

B. Provincial Program: Program to Induce Industrial Modernization of the
State of Minas Gerais (PROIM)

PROIM is a long-term financing program offered by the state of Minas Gerais and
administered by the Development Bank of Minas Gerais (BDMG).  The PROIM program
provides loans for up to eight years to finance investments such as production, with the goal of
improving the quality of companies’ technology in the State of Minas Gerais.  The PROIM
program is funded by the state treasury of Minas Gerais. 

The application process for approval for PROIM loans is similar to that of the Pro-
Industria program.  After the company files a request, BDMG analyzes whether there are
available funds to finance the company’s project. 

Of the three companies under investigation, only USIMINAS has facilities located in the
state of Minas Gerais; therefore it is the only company eligible to use the PROIM program. 
USIMINAS did not receive loans under this program during the POI, nor did it owe interest or
principal during the POI on such loans.  Therefore, we determine that this program is not used for
purposes of this investigation.  
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