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| & SUMMARY

The Department of Commerce (Department) preliminarily determines that countervailable
subsidies are being provided to producers and exporters of certain cold-rolled steel flat products
(CRS) in Brazil, as provided in section 703 of the Tariff Act of 1930, as amended (Act).

IL. BACKGROUND

A. Case History

On July 28, 2015, the Department received countervailing duty (CVD) and antidumping duty
(AD) Petitions concerning imports of cold-rolled steel from Brazil, filed in proper form by AK
Steel Corporation, ArcelorMittal USA EEC, Nucor Corporation (Nucor), Steel Dynamics, Inc.,
and the United States Steel Corporation (collectively, Petitioners).! On August 17, 2015, the
Department initiated a CVD investigation on CRS from Brazil.> Supplements to the Petition and
our consultations with the Government of Brazil are described in the Initiation Checklist.®

! See ““Petition for the Imposition of Antidumping and Countervailing Duties: Certain Cold-Rolled Steel Flat
Products from Brazil, the People’s Republic of China, India, Japan, the Republic of Korea, Netherlands, Russia, and
the United Kingdom,” dated July 28, 2015 (Petition).

? See Certain Cold-Rolled Steel Flat Products From Brazil, India, the People's Republic of China, the Republic of
Korea, and the Russian Federation: Initiation of Countervailing Duty Investigations, 80 FR 51206 (August 24,
2015) (Initiation Notice), and “Countervailing Duty Investigation Initiation Checklist: Certain Cold-Rolled Steel
Flat Products from Brazil,” dated August 17, 2015 (Checklist).

* See Checklist.
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In the “Respondent Selection” section of the Initiation Notice, the Department stated that it
intended to select respondents based on U.S. Customs and Border Protection (CBP) data. On
August 19, 2015, we released CBP data to parties under the Administrative Protective Order
(APO).* On September 2, 2015, we received comments on the CBP data from Nucor.®

On September 14, 2015, the Department determined to examine individually Companhia
Siderurgica Nacional (CSN) and Usinas Siderurgicas de Minas Gerais SA (Usiminas) in this
investigation.® On September 15, 2015, the Department issued CVD questionnaires to the GOB
and instructed the GOB to forward the Initial Questionnaire to the two mandatory respondents.’
We received affiliation responses from CSN and Usiminas on October 9, 2015.2 On October15,
2015, and October 19, 2015, Nucor submitted comments on CSN Affiliation Response and
Usiminas Affiliation Response, respectively.® On October 22, 2015, CSN submitted a rebuttal to
the Petitioner’s comments.’® We sent supplemental affiliation questionnaires to CSN and
Usiminas on October 30, 2015, and received CSN’s responses on November 13, 2015, and
November 23, 2015, and Usiminas’ on November 13, 2015.%

* See Memorandum “Countervailing Duty Investigation of Certain Cold-Rolled Steel Flat Products from Brazil:
Respondent Selection,” dated August 19, 2015.

® See letter from Nucor, “Certain Cold-Rolled Steel Products from Brazil: Respondent Selection Comments,” dated
September 2, 2015.

® See Memorandum, “Countervailing Duty Investigation of Certain Cold-Rolled Steel Flat Products from Brazil:
Respondent Selection,” dated September 14, 2015 (Respondent Selection Memorandum).

" See Department letter, “Countervailing Duty Investigation Certain Cold-Rolled Steel Flat Products from Brazil
C-351-844: Countervailing Duty Questionnaire,” dated September 15, 2015 (Initial Questionnaire).

8 See letters from CSN, “Cold-Rolled Steel Flat Products From Brazil: Response to Section 111 — Part | ‘Affiliated
Companies’ of the Department’s Initial Questionnaire” (CSN Affiliation Response); and from Usiminas “Cold-
Rolled Steel Flat Products from Brazil; Response to Affiliated Companies Questionnaire” (Usiminas Affiliation
Response), dated October 9, 2015.

® See letters from Petitioners, “Cold-Rolled Steel Flat Products from Brazil: Comments on the Affiliated Companies
Response of Companhia Siderurgica Nacional,” dated October 15, 2015 and “Certain Cold-Rolled Steel Products
from Brazil: Comments on the Affiliated Companies Response of Usinas Siderurgicas de Minas Gerais S.A.,” dated
October 19, 2015.

19 See letter from CSN, “Cold-Rolled Steel Flat Products From Brazil: Reply to Nucor Corporation’s Comments on
CSN’s “Affiliated Companies’ Response,” dated October 22, 2015 (CSN Second Affiliation Response).

1 See letters from the Department to CSN, “Countervailing Duty Investigation of Certain Cold-Rolled Steel Flat
Products from Brazil: Affiliation Questionnaire,” and to Usiminas, “Countervailing Duty Investigation of Certain
Cold-Rolled Steel Flat Products from Brazil: Affiliation Questionnaire,” dated (October 30, 2015). CSN and
Usiminas submitted requests for clarification regarding our affiliation supplemental. See Memo to the File,
“Countervailing Duty Investigation of Certain Cold Rolled Steel from Brazil; Clarification of Supplemental
Questionnaire for Companhia Siderurgica Nacional,” dated November 9, 2015, and letter from Usiminas “Cold-
Rolled Steel Flat Products from Brazil; Request for Clarification to Supplemental Questionnaire,” dated November
4, 2015. The Department clarified Usiminas’ supplemental questionnaire on November 6, 2015. See letter from the
Department to Usiminas, “Countervailing Duty Investigation of Certain-Cold Rolled Steel Flat Products from
Brazil: Usiminas’ Request for Clarification Regarding Affiliation Supplemental,” dated November 6, 2015. .

12 See letter from CSN “Cold-Rolled Steel Flat Products From Brazil: Response to First Affiliation Questionnaire
Regarding It4 Energetica S.A.,” dated November 13, 2015 (Ita Energetica Response).

13 See letter from CSN “Cold-Rolled Steel Flat Products From Brazil: Response to First Affiliation Questionnaire
Regarding Vicunha Siderurgia S.A.,” dated November 23, 2015 (Vicunha Response).

1 See letter from Usiminas “Cold-Rolled Steel Flat Products from Brazil; Response to Affiliation Supplemental
Questionnaire,” dated November 13, 2015.
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We received responses to our Initial Questionnaire from the GOB, CSN and Usiminas on
November 5, 2015 (Initial QRs).*> We requested that the GOB substantiate its claim for the
treatment of it response as “Business Proprietary — Not Releasable Under APO,” as required by
the regulations.*® On November 10, 2015, the GOB resubmitted its Initial QR.” On November
16, 2015, we rejected the GOB’s Initial Questionnaire Response, finding that the GOB did not
substantiate its claim for treatment of it response as “Business Proprietary — Not Releasable
Under APO.”*® On November 18, 2015, we accepted the GOB’s resubmitted Initial QR.*

We sent supplemental questionnaires to CSN and to Usiminas on November 18, 2015.%° We
sent an additional questionnaire to Usiminas on November 24, 2015.?* CSN replied on
November 30, 2015,%* and Usiminas replied on November 30, 2015, December 3, 2015, and
December 7, 2015.%% Finally, we sent a supplemental questionnaire to the GOB on November
24, 2015,% and we received responses on December 4, 2015, and December 9, 2015.%°

CSN filed pre-preliminary comments on December 8, 2015.%° Usiminas and Petitioners filed
pre-preliminary comments on December 9, 2015.%” On December 20, 2015, CSN filed a

15 See letters from CSN, “Cold-Rolled Steel Flat Products From Brazil: CSN Questionnaire Response,” (CSN QR
November 5, 2015) Usiminas, “Cold-Rolled Steel Flat Products from Brazil, Response to Section 111
Questionnaire,” (Usiminas QR November 5, 2015) and from the GOB “Response to the DOC’s Questionnaire for
the GOB,” dated November 5, 2015.

16 See letter to the GOB, “Countervailing Duty Investigation of Certain Cold-Rolled Steel from Brazil,” dated
November 6, 2015. See also Memorandum “Ex-Parte Memorandum — Discussions with the Government of

Brazil Regarding Filing Procedures,” dated November 5, 2015.

17 See letter from the GOB, “Cold-Rolled Steel Flat Products from Brazil; Response to the DOC’s Questionnaire for
the GOB — Section Il,” dated November 10, 2015.

18 See letter to the GOB, “Countervailing Duty Investigation of Certain Cold-Rolled Steel from Brazil: Rejection of
the Government of Brazil’s Initial Questionnaire Response,” dated November 16, 2015.

19 See letter from the GOB, “Cold-Rolled Steel Flat Products from Brazil; Response to the DOC's Questionnaire for
the GOB - Section 11.,” dated November 18, 2015 (GOB QR November 18, 2015).

2 See letter to CSN, “Countervailing Duty Investigation of Certain Cold-Rolled Steel Flat Products from Brazil:
Supplemental Questionnaire,” and letter to Usiminas, “Countervailing Duty Investigation of Certain Cold-Rolled
Steel Flat Products from Brazil: Supplemental Questionnaire,” dated November 18, 2015.

2! gee letter to Usiminas,“Countervailing Duty Investigation of Certain Cold-Rolled Steel Flat Products from Brazil:
Supplemental Questionnaire,” dated November 24, 2015.

22 See letter from CSN, “Cold-Rolled Steel Flat Products From Brazil: CSN Response to the Department’s First
Supplemental Questionnaire,” dated November 30, 2015 (CSN SQR November 30, 2015).

2 See letters from Usiminas, “Cold-Rolled Steel Flat Products from Brazil; Response to Affiliation Supplemental
Questionnaire,” dated November 30, 2015 (Usiminas Affiliation SQR), “Cold-Rolled Steel Flat Products from
Brazil; Response to Section I11 of CVVD Questionnaire,” dated December 3, 2015 (UMSA QR), and “Cold-Rolled
Steel Flat Products from Brazil; Response to Second Supplemental Questionnaire,” dated December 7, 2015
(Usiminas SQR December 7, 2015).

# See letter to the GOB, “ Countervailing Duty Investigation of Certain Cold-Rolled Steel Flat Products from
Brazil: Supplemental Questionnaire for the Government of Brazil,” dated November 24, 2015.

% See etters from the GOB, “Cold-Rolled Steel Flat Products from Brazil; Response to the DOC's Supplemental
Questionnaire for the GOB.,” dated December 4, 2015 (GOB SQR December 4, 2015) and “Cold-Rolled Steel Flat
Products from Brazil; Response to the DOC’s Supplemental Questionnaire for the GOB,” dated December 9, 2015
(GOB SQR December 9, 2015).

% See letter from CSN, “Cold-Rolled Steel Flat Products from Brazil: Comments in Advance of the Preliminary
Determination,” dated December 8, 2015.
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response to Petitioners’ comments.”> On December 14, 2015, Petitioners filed a request that the
Department align the final determination of this CVD investigation with the companion AD
investigation of CRS from Brazil.?*

B. Postponement of Preliminary Determination

On October 1, 2015, the Department postponed the deadline for the preliminary determination
until December 15, 2015, in accordance with sections 703(c)(1)(A) and (2) of the Act and 19
CFR 351.205(f)(1).*

C. Period of Investigation
The period of investigation (POI) is January 1, 2014, through December 31, 2014.
I11. SCOPE COMMENTS

In accordance with the preamble to the Department’s regulations, we set aside a period of time in
our Initiation Notice for parties to raise issues regarding product coverage, and encouraged all
parties to submit comments within 20 calendar days of publication of that notice.®

We received several comments concerning the scope of the AD and CVD investigations of cold-
rolled steel from the Russian Federation and domestic purchasers of the subject merchandise.
We are currently evaluating the scope comments filed by the interested parties. We intend to
issue our preliminary decision regarding the scope of the AD and CVD investigations in the
preliminary determination of the companion AD investigations, the deadline of which is
February 23, 2015. We will incorporate the scope decisions from the AD investigations into the
scope of the final CVD determinations after considering any relevant comments submitted in
case and rebuttal briefs.

IV.  SCOPE OF THE INVESTIGATION

The products covered by this investigation are certain cold-rolled (cold-reduced), flat-rolled steel
products, whether or not annealed, painted, varnished, or coated with plastics or other non-

%7 See letters from Usiminas, “Cold-Rolled Steel Flat Products from Brazil: Pre-preliminary Comments,” and from
Petitioners “Cold-Rolled Steel Flat Products from Brazil: Comments in Advance of the Department’s Preliminary
Determination,” dated December 9, 2015.

% See letter from CSN, “Cold-Rolled Steel Flat Products From Brazil: Reply to Nucor Corporation’s Comments on
CSN'’s First Affiliation Questionnaire Response Regarding Vicunha Siderurgia S.A.,” dated December 10, 2015.

% See letter from Petitioners, “Countervailing Duty Investigations of Certain Cold-Rolled Steel Flat Products from
Brazil, India, the People’s Republic of China, the Republic of Korea, and the Russian Federation — Petitioners’
Request to Align Final Determinations in Countervailing and Antidumping Duty Investigations,” dated December
14, 2015 (Petitioners” Request for Alignment).

% gee Certain Cold-Rolled Steel Flat Products From Brazil, India, the People’s Republic of China, the Republic of
Korea, and the Russian Federation: Postponement of Preliminary Determinations in the Countervailing Duty
Investigations, 80 FR 60881 (October 8, 2015).

%1 See Antidumping Duties; Countervailing Duties, 62 FR 27296, 27323 (May 19, 1997); see also Initiation Notice,
80 FR at 51207.
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metallic substances. The products covered do not include those that are clad, plated, or coated
with metal. The products covered include coils that have a width or other lateral measurement
(“width”) of 12.7 mm or greater, regardless of form of coil (e.g., in successively superimposed
layers, spirally oscillating, etc.). The products covered also include products not in coils (e.g., in
straight lengths) of a thickness less than 4.75 mm and a width that is 12.7 mm or greater and that
measures at least 10 times the thickness. The products covered also include products not in coils
(e.g., in straight lengths) of a thickness of 4.75 mm or more and a width exceeding 150 mm and
measuring at least twice the thickness. The products described above may be rectangular,
square, circular, or other shape and include products of either rectangular or non-rectangular
cross-section where such cross-section is achieved subsequent to the rolling process, i.e.,
products which have been “worked after rolling” (e.g., products which have been beveled or
rounded at the edges). For purposes of the width and thickness requirements referenced above:

(1) where the nominal and actual measurements vary, a product is within the scope if
application of either the nominal or actual measurement would place it within the scope based on
the definitions set forth above, and

(2) where the width and thickness vary for a specific product (e.g., the thickness of
certain products with non-rectangular cross-section, the width of certain products with non-
rectangular shape, etc.), the measurement at its greatest width or thickness applies.

Steel products included in the scope of this investigation are products in which: (1) iron
predominates, by weight, over each of the other contained elements; (2) the carbon content is 2
percent or less, by weight; and (3) none of the elements listed below exceeds the quantity, by
weight, respectively indicated:

2.50 percent of manganese, or

3.30 percent of silicon, or

1.50 percent of copper, or

1.50 percent of aluminum, or

1.25 percent of chromium, or

0.30 percent of cobalt, or

0.40 percent of lead, or

2.00 percent of nickel, or

0.30 percent of tungsten (also called wolfram), or
0.80 percent of molybdenum, or

0.10 percent of niobium (also called columbium), or
0.30 percent of vanadium, or

e 0.30 percent of zirconium

Unless specifically excluded, products are included in this scope regardless of levels of boron
and titanium.

For example, specifically included in this scope are vacuum degassed, fully stabilized
(commonly referred to as interstitial-free (IF)) steels, high strength low alloy (HSLA) steels,
motor lamination steels, Advanced High Strength Steels (AHSS), and Ultra High Strength Steels

-5-
Submitted by Québec Silicon Limited Partnership Page 5
and QSIP Canada ULC



Silicon Metal PUBLIC Attachment 65

(UHSS). IF steels are recognized as low carbon steels with micro-alloying levels of elements
such as titanium and/or niobium added to stabilize carbon and nitrogen elements. HSLA steels
are recognized as steels with micro-alloying levels of elements such as chromium, copper,
niobium, titanium, vanadium, and molybdenum. Motor lamination steels contain micro-alloying
levels of elements such as silicon and aluminum. AHSS and UHSS are considered high tensile
strength and high elongation steels, although AHSS and UHSS are covered whether or not they
are high tensile strength or high elongation steels.

Subject merchandise includes cold-rolled steel that has been further processed in a third country,
including but not limited to annealing, tempering, painting, varnishing, trimming, cutting,
punching, and/or slitting, or any other processing that would not otherwise remove the
merchandise from the scope of the investigation if performed in the country of manufacture of
the cold-rolled steel.

All products that meet the written physical description, and in which the chemistry quantities do
not exceed any one of the noted element levels listed above, are within the scope of this
investigation unless specifically excluded. The following products are outside of and/or
specifically excluded from the scope of this investigation:

Ball bearing steels;*
Tool steels;
Silico-manganese stee
Grain-oriented electrical steels (GOES) as defined in the final determination of the U.S.
Departrr;g:nt of Commerce in Grain-Oriented Electrical Steel From Germany, Japan, and
Poland.

|;34

%2 Ball bearing steels are defined as steels which contain, in addition to iron, each of the following elements by
weight in the amount specified: (i) not less than 0.95 nor more than 1.13 percent of carbon; (ii) not less than 0.22 nor
more than 0.48 percent of manganese; (iii) none, or not more than 0.03 percent of sulfur; (iv) none, or not more than
0.03 percent of phosphorus; (v) not less than 0.18 nor more than 0.37 percent of silicon; (vi) not less than 1.25 nor
more than 1.65 percent of chromium; (vii) none, or not more than 0.28 percent of nickel; (viii) none, or not more
than 0.38 percent of copper; and (ix) none, or not more than 0.09 percent of molybdenum.

% Tool steels are defined as steels which contain the following combinations of elements in the quantity by weight
respectively indicated: (i) more than 1.2 percent carbon and more than 10.5 percent chromium; or (ii) not less than
0.3 percent carbon and 1.25 percent or more but less than 10.5 percent chromium; or (iii) not less than 0.85 percent
carbon and 1 percent to 1.8 percent, inclusive, manganese; or (iv) 0.9 percent to 1.2 percent, inclusive, chromium
and 0.9 percent to 1.4 percent, inclusive, molybdenum; or (v) not less than 0.5 percent carbon and not less than 3.5
percent molybdenum; or (vi) not less than 0.5 percent carbon and not less than 5.5 percent tungsten.

* Silico-manganese steel is defined as steels containing by weight: (i) not more than 0.7 percent of carbon; (ii) 0.5
percent or more but not more than 1.9 percent of manganese, and (iii) 0.6 percent or more but not more than 2.3
percent of silicon.

* Grain-Oriented Electrical Steel From Germany, Japan, and Poland: Final Determinations of Sales at Less Than
Fair Value and Certain Final Affirmative Determination of Critical Circumstances, 79 Fed. Reg. 42,501, 42,503
(Dep’t of Commerce, July 22, 2014). This determination defines grain-oriented electrical steel as “a flat-rolled alloy
steel product containing by weight at least 0.6 percent but not more than 6 percent of silicon, not more than 0.08
percent of carbon, not more than 1.0 percent of aluminum, and no other element in an amount that would give the
steel the characteristics of another alloy steel, in coils or in straight lengths.”
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o Non-Oriented Electrical Steels (NOES), as defined in the antidumping orders issued by
the U.S. Department of Commerce in Non-Oriented Electrical Steel From the People’s
Republic of China, Germany, Japan, the Republic of Korea, Sweden, and Taiwan.>®

The products subject to these investigations are currently classified in the Harmonized Tariff
Schedule of the United States (HTSUS) under item numbers: 7209.15.0000, 7209.16.0030,
7209.16.0060, 7209.16.0070, 7209.16.0091, 7209.17.0030, 7209.17.0060, 7209.17.0070,
7209.17.0091, 7209.18.1530, 7209.18.1560, 7209.18.2510, 7209.18.2520, 7209.18.2580,
7209.18.6020, 7209.18.6090, 7209.25.0000, 7209.26.0000, 7209.27.0000, 7209.28.0000,
7209.90.0000, 7210.70.3000, 7211.23.1500, 7211.23.2000, 7211.23.3000, 7211.23.4500,
7211.23.6030, 7211.23.6060, 7211.23.6075, 7211.23.6085, 7211.29.2030, 7211.29.2090,
7211.29.4500, 7211.29.6030, 7211.29.6080, 7211.90.0000, 7212.40.1000, 7212.40.5000,
7225.50.6000, 7225.50.8015, 7225.50.8085, 7225.99.0090, 7226.92.5000, 7226.92.7050, and
7226.92.8050.

The products subject to this investigation may also enter under the following HTSUS numbers:
7210.90.9000, 7212.50.0000, 7215.10.0010, 7215.10.0080, 7215.50.0016, 7215.50.0018,
7215.50.0020, 7215.50.0061, 7215.50.0063, 7215.50.0065, 7215.50.0090, 7215.90.5000,
7217.10.1000, 7217.10.2000, 7217.10.3000, 7217.10.7000, 7217.90.1000, 7217.90.5030,
7217.90.5060, 7217.90.5090, 7225.19.0000, 7226.19.1000, 7226.19.9000, 7226.99.0180,
7228.50.5015, 7228.50.5040, 7228.50.5070, 7228.60.8000,and 7229.90.1000.

The HTSUS subheadings above are provided for convenience and customs purposes only. The
written description of the scope of the investigation is dispositive.

V. ALIGNMENT

In accordance with section 705(a)(1) of the Act and 19 CFR 351.210(b)(4), and based on
Petitioners’ request,®’ we are aligning the final CVD determination in this investigation with the
final determination in the companion AD investigation of cold-rolled steel from Brazil.
Consequently, the final CVD determination will be issued on the same date as the final AD
determination, which is currently scheduled to be due no later than May 8, 2016, unless
postponed.®

% Non-Oriented Electrical Steel From the People's Republic of China, Germany, Japan, the Republic of Korea,
Sweden, and Taiwan: Antidumping Duty Orders, 79 Fed. Reg. 71,741, 71,741-42 (Dep’t of Commerce, Dec. 3,
2014). The orders define NOES as “cold-rolled, flat-rolled, alloy steel products, whether or not in coils, regardless
of width, having an actual thickness of 0.20 mm or more, in which the core loss is substantially equal in any
direction of magnetization in the plane of the material. The term ‘substantially equal’ means that the cross grain
direction of core loss is no more than 1.5 times the straight grain direction (i.e., the rolling direction) of core loss.
NOES has a magnetic permeability that does not exceed 1.65 Tesla when tested at a field of 800 A/m (equivalent to
10 Oersteds) along (i.e., parallel to) the rolling direction of the sheet (i.e., B800 value). NOES contains by weight
more than 1.00 percent of silicon but less than 3.5 percent of silicon, not more than 0.08 percent of carbon, and not
more than 1.5 percent of aluminum. NOES has a surface oxide coating, to which an insulation coating may be
applied.”

%" See Petitioners’ Request for Alignment.

% We note that the current deadline for the final AD determination is May 8, 2016, which is a Sunday. Pursuant to
Department practice, the signature date will be the next business day, which is Monday, May 9, 2016. See Notice of
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V1.  INJURY TEST

Because Brazil is a “Subsidies Agreement Country” within the meaning of section 701(b) of the
Act, the U.S. International Trade Commission (ITC) is required to determine whether imports of
the subject merchandise from Brazil materially injure, or threaten material injury to, a U.S.
industry. On September 17, 2015, the ITC preliminarily determined that there is a reasonable
indication that an industry in the United States is materially injured and threatened with material
injury by reason of imports of cold-rolled steel from Brazil.*

VIl. USE OF FACTS OTHERWISE AVAILABLE

Section 776(a) of the Act provides that the Department shall, subject to section 782(d) of the Act,
use the “facts otherwise available” if: (1) necessary information is not on the record; or (2) an
interested party or any other person withholds information that has been requested; fails to
provide information within the deadlines established, or in the form and manner requested by the
Department, subject to subsections (c)(1) and (e) of section 782 of the Act; significantly impedes
a proceeding; or provides information that cannot be verified as provided by section 782(i) of the
Act. Section 776(b) of the Act provides that the Department may use an adverse inference in
applying the facts otherwise available when a party fails to cooperate by not acting to the best of
its ability to comply with a request for information.

On June 29, 2015, the President of the United States signed into law the Trade Preferences
Extension Act of 2015 (TPEA), which made numerous amendments to the AD and CVD law,
including amendments to section 776(b) and 776(c) of the Act and the addition of section 776(d)
of the Act. “° The amendments to the Act are applicable to all determinations made on or after
August 6, 2015, and, therefore, apply to this investigation.*

GOB - Reduction of Tax on Industrialized Products (IP1) for Machines and Equipment
As discussed under the “Programs Preliminarily Determined to be Countervailable” section, the

Department is investigating the “Reduction of Tax on Industrialized Products (IPI) for Machines
and Equipment” program. As such, we requested information regarding this program in our

Clarification: Application of “Next Business Day”” Rule for Administrative Determination Deadlines Pursuant to the
Tariff Act of 1930, As Amended, 70 FR 24533 (May 10, 2005).

% See Cold-Rolled Steel Flat Products From Brazil, China, India, Japan, Korea, Netherlands, Russia, and the United
Kingdom: Investigation Nos. 701-TA-540-544 and 731-TA-1283-1290 (September 2015) (Preliminary); Cold-
Rolled Steel Flat Products From Brazil, China, India, Japan, Korea, Netherlands, Russia, and the United Kingdom,
80 FR 55872 (September 17, 2015).

0 See Pub. L. No. 114-27, 129 Stat. 362 (June 29, 2015). The 2015 law does not specify dates of application for
those amendments. On August 6, 2015, the Department published an interpretative rule, in which it announced the
applicability dates for each amendment to the Act, except for amendments contained to section 771(7) of the Act,
which relate to determinations of material injury by the ITC. See Dates of Application of Amendments to the
Antidumping and Countervailing Duty Laws Made by the Trade Preferences Extension Act of 2015, 80 FR 46793
(August 6, 2015) (Applicability Notice).

“11d., 80 FR at 46794-95. The 2015 amendments may be found at
https://www.congress.gov/bill/114thcongress/house-bill/1295/text/pl.
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original questionnaire. In its initial response, the GOB did not respond to the Department’s
request for information for this program.*? Instead, the GOB indicated that the information was
not available in time for the response, but that it would be provided “in due course.”* In our
November 24 supplemental questionnaire, we again requested that the GOB provide information
regarding this program by responding to the questions in the original questionnaire and the
relevant Appendices thereto. In its December 4 supplemental questionnaire response, the GOB
submitted insufficient information regarding this program.**

For the reasons discussed below, we preliminarily find that the GOB has withheld the necessary
information that was requested of it and failed to provide information in the form and manner
requested; thus, the Department must rely on “facts otherwise available” for purposes of the
preliminary determination with regard to this program, pursuant to sections 776(a)(2)(A) and (B)
of the Act. Moreover, we preliminarily find that the GOB failed to cooperate by not acting to the
best of its ability to comply with our request for information. Consequently, we find that an
adverse inference is warranted in the application of facts available pursuant to section 776(b) of
the Act.

As an initial matter, we note that in the cover letter of the initial questionnaire we explained to
the GOB that:

{i}f you are unable to respond completely to every question in the attached
questionnaire by the established deadline, or are unable to provide all requested
supporting documentation by the same date, you must notify the official in charge
and submit a request for an extension of the deadline for all or part of the
questionnaire response. If you require an extension for only part of your
response, such a request should be submitted separately from the portion of your
response filed under the current deadline. Statements included within a
questionnaire response regarding a respondent’s ongoing efforts to collect part of
the requested information, and promises to supply such missing information when
available in the future, do not substitute for a written extension request.

The Department’s instructions are explicit that a statement regarding ongoing efforts to collect
information is not an acceptable replacement for a proper extension request. However, the GOB
did not properly request an extension of time to provide requested information regarding this
program. Nonetheless, the Department provided to the GOB an additional opportunity to
provide information about this program in response to a supplemental questionnaire. As noted
above, the Department issued its original questionnaire on September 15, 2015. The GOB first
provided information about this program on December 4, 2015. Despite having 80 days to
gather and provide information about this program, the GOB’s December 4 response did not
provide complete information regarding this program.

*2 See GOB QR November 18, 2015 at 14.

% |d. (“Information from Federal Revenue was not available in time for this response. In due course, information on
the matter will be provided by GOB.”)

“ See GOB SQR December 4, 2015 at 4-15.
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In its supplemental response, the GOB asserts that this program is not an actual program, but is
simply a general reduction of tax rates. The GOB further states that a program “requires the
establishment of requirements and/or conditions, requests from interested parties, verification of
compliance with the requirements and conditions, and the monitoring of implementation,
including the possibility of exclusion from the program.”* According to the GOB, none of these
assumptions are satisfied with regard to the reduction of IPI tax rates on machinery and
equipment, and thus this is not a program. Because it did not consider this to be a program, the
GOB did not provide information regarding: (1) government agencies responsible for
administering this program; (2) respondent companies who benefitted from this program; (3)
records maintained for this program; (4) application process; or (5) usage/assistance under this
program.*® The GOB reached its own conclusion that the reduction of IP1 on machinery and
equipment is not a countervailable program, and based on this conclusion, the GOB determined
that it was not required to provide any of the necessary information requested by the Department
to make its determination.

However, it is the Department, not the GOB, that is charged under the Act to examine whether
the provision of government assistance constitutes a countervailable subsidy. Because the GOB
substituted its own judgment for the Department’s, and relied on that judgment as the reason for
not providing information that the Department could analyze in order to determine whether this
program provides a countervailable subsidy, we find that the GOB failed to act to the best of its
ability to comply with the Department’s request for information.

Further, the Department finds that the information provided by the GOB is deficient and
inadequate to support its claim that the reduction of IP1 on machinery and equipment amounts to
merely the government’s exercise of authority to establish tax rates, and does not constitute a
“program.” In its response, the GOB explains that a government decision was made to reduce
the costs of the productive sector by reducing the applicable IPI rate for machinery and
equipment to zero. According to the GOB, in general, machinery and equipment was formerly
taxed at an IPI rate of 5 percent.*” Moreover, according to the GOB, beginning in 2004, the IPI
rates for all machinery and equipment were gradually reduced from 5 percent to 3.5 percent to 2
percent, and finally, to zero percent.*® The GOB explained that these changes are reflected in
eight separate decrees issued between 2004 and 2005.*° However, the GOB did not provide
these decrees, nor did the GOB provide any other evidence, in the form of documentation, to
support these claims.

For instance, the GOB has not provided any evidence that the IPI previously was assessed at a
rate of five percent. Further, record information indicates that the IPI rates vary dramatically.
Specifically, both respondent companies, CSN and Usiminas, as well as Petitioners have
provided information indicating that IPI rates normally range from 10 to 15 percent, and in some

*1d. at 4.
*®1d. at 7-15.
“1d. at 4.
®d. at 6.
“d.
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instances the rate is over 300 percent.”® Given the fact that the record indicates that IPI rates
vary significantly, the Department has been unable to find any evidence, other than the GOB’s
unsupported statement, that the IP1 rate for machinery and equipment, in general, was five
percent prior to the reduction of the rate to zero.

Similarly, the GOB cites to numerous decrees, the majority of which are not on the record of this
investigation, to support its claims regarding the gradual reduction of the IPI rate.®® In fact, in its
response to the Department’s request to provide copies of all laws and regulations regarding this
program, as well as any reports pertaining to this program, the GOB provided only Decree 7,660
of 2011.%% This decree implements the updated IPI table and indicates that the table is attached
to the decree.>® However, the GOB did not include this table in the submission. In addition, the
GOB provides only an Internet address for an additional decree, Decree 4,955 of 2004, despite
the fact that in our supplemental questionnaire, we specifically stated that the Department cannot
rely on references to website addresses.® Factual information must be filed on the record of the
proceeding in accordance with the Department’s regulations, which includes filing appropriate
certifications as to the accuracy and completeness of the information. Website references that
may or may not contain the requested, necessary information do not meet the regulatory
requirements for submission of information on the record of the proceeding.

As such, the Department finds that there is neither an explanation nor any supporting evidence
regarding how the IPI tax is administered and under what circumstances and how the rates are
changed. Thus, there is no way for the Department to examine the GOB’s claim that the
reduction of the IPI rate to zero for equipment and machinery fits into the GOB’s normal
operation of the IPI tax. The GOB claims that the IPI rates were reduced to zero across all
machinery and equipment, but the GOB has provided no supporting evidence to demonstrate that
claim.

Finally, the Department finds that the GOB’s statements are contradicted by statements made by
CSN. Specifically, in a declaration provided by CSN, the company indicates that it purchased
machinery and equipment during the POI and paid the IPI tax at various rates on these

%0 See e.g., CSN QR November 5, 2015, at Exhibit 6 (Priewaterhouse Coopers “Doing Business and Investing in
Brazil”); see also Usiminas QR November 5, 2015, at 19; see also Petition at Exhibit V-6 (UHY Moreira “Doing
Business in Brazil™).

*! See e.g., GOB SQR December 4, 2015 at 6, note 5, where the GOB cites to a number of decrees that it did not
provide on the record.

>21d. at Exhibit B-1.

8 1d. “Art. 1. Itis approved the Table of Levy of the Tax on Industrialized Products - TIPI, attached to this
Decree.”

>1d. 6.

*®See e.g., id. at 3 (“The GOB has substituted references to websites for a narrative description or exhibits
throughout the response. We remind the GOB that reference to an internet address does not substitute for the
provision for the record of the information requested, that may be found at a web address. The Department cannot
rely on references to web addresses because the information found at the web address has not been provided for the
record, and the information found at a particular web address is subject to change. As such, we are reiterating our
request for a copy of the requested information.”).
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purchases.®® As such, it appears that not all equipment and machinery was exempted from the
IPI during the POI and that these rates vary, which is contrary to the GOB’s claims, and that
certain types of equipment and machinery may have been subject to more favorable rates than
other types. Without the IP1 schedule to examine for purposes of analyzing the rates at which the
GOB applied IPI during the POI to machinery and equipment, and in the face of these
contradictory statements and evidence, we do not have necessary information that can provide
the basis for the Department’s analysis.

As such, we find that the GOB has not provided evidence that would warrant a finding by the
Department that the reduction of IPI rates for machinery and equipment does not constitute a
program, and that the GOB should have provided a full response to the Department’s request for
information regarding this alleged program but failed to do so.

For these reasons, we find that the GOB has withheld information and for this program has
significantly impeded this investigation, and therefore an adverse inference in selecting from the
available facts is warranted under section 776(b) of the Act. As AFA, we find that the
“Reduction of Tax on Industrialized Products (IP1) for Machines and Equipment” program
constitutes a financial contribution within the meaning of section 771(5)(D) of the Act and is
specific within the meaning of 771(5A) of the Act.

CSN and Usiminas — Reduction of Tax on Industrialized Products (IPI) for Machines and
Equipment

In addition to requesting information regarding the “Reduction of Tax on Industrialized Products
(IP1) for Machines and Equipment” program from the GOB, we also requested information
regarding this program from both CSN and Usiminas. In their initial responses, neither company
provided information for this program, stating that no program existed.>" In supplemental
questionnaires, the Department provided both companies an additional opportunity to provide
information regarding this program. However, neither company provided the information the
Department requested which is necessary for the Department to identify and measure the benefit
provided by the IPI reductions; in particular, neither company identified the machinery and
equipment that it purchased during the POI (or the AUL) with the application of an IPI reduced
to a rate of zero. Moreover, both companies continued to claim that no such program exists.>®
Neither company provided the information that would be necessary (e.g., machinery and
equipment purchases and IPI savings thereon) for the Department to identify and measure the
benefit and calculate the countervailable subsidy rate for this program.

However, it is the Department, not the respondents, that is charged under the Act to examine
whether the provision of government assistance constitutes a program that provides a
countervailable subsidy. Because both CSN and Usiminas substituted their own judgment for

% See CSN SQR November 30, 2015 at Exhibit 4 (“CSN purchased substantial quantities of equipment and
machinery during 2014. Certain purchased equipment and machinery received comparatively higher IPI tax rates
and certain purchased equipment and machinery received comparatively lower IPI tax rates.”).

%" See CSN QR November 5, 2015 at 13-14; see also Usiminas QR November 5, 2015 at 18-23.

%8 See CSN SQR November 30, 2015 at 5-7; see also Usminas SQR December 7, 2015 at 3-6.
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the Department’s, and relied on that judgment as the reason for not providing information for the
Department to analyze in order to determine whether this program provided a benefit to either
company, we find that the respondents failed to act to the best of their ability to comply with the
Department’s request for information.

When selecting an AFA rate, section 776(b) of the Act provides that the Department may use any
countervailable subsidy rate applied for the same or similar program in a countervailing duty
proceeding involving the same country, or, if there is no same or similar program, the
Department may use a countervailable subsidy rate for a subsidy program from a proceeding that
the administering authority considers reasonable to use, including the highest of such rates.
Consistent with section 776(b) of the Act and our established practice, we selected the highest
calculated rate for the same or similar program as AFA.> When selecting rates, if there is also a
cooperating respondent in the investigation (or review), we first determine if there is an identical
program in the investigation and use the highest calculated rate for the identical program,
including a de minimis rate. If there is no identical program with a rate above zero calculated
for a cooperating respondent in the investigation, we then determine if an identical program was
used in another CVD proceeding involving the same country, and apply the highest calculated
rate for the identical program (excluding de minimis rates).®® If no such rate exists, we then
determine if there is a similar/comparable program (based on the treatment of the benefit) in
another CVD proceeding involving the same country and apply the highest calculated above de
minimis rate for the similar/comparable program. Finally, where no such rate is available, we
apply the highest calculated subsidy rate for any program otherwise listed that could conceivably
be used by the non-cooperating companies.®*

As discussed below, the GOB did not provide sufficient information with respect to the
Reduction of IP1 for Machinery and Equipment, thus making it necessary to rely on facts
otherwise available with adverse inferences under sections 776(a) and (b) of the Act, for our
preliminary determination of this program. See “Reduction in IPI for Machinery and
Equipment,” below, under Programs Preliminarily Determined to Be Countervailable.

GOB - BNDES FINAME Loans

As discussed under the “Programs Preliminarily Determined to be Countervailable” section, the
Department is investigating the Banco Nacional de Desenvolvimento Econdmico e Social
(BNDES) FINAME Loans program. We requested, twice, information necessary to analyze

% See, e.g., Certain Frozen Warmwater Shrimp From the People’s Republic of China: Final Affirmative
Countervailing Duty Determination, 78 FR 50391 (August 19, 2013) and accompanying Issues and Decision
Memorandum (Shrimp IDM) at 13; see also Essar Steel Ltd. v. United States, 753 F.3d 1368, 1373-1374 (Fed. Cir.
2014) (upholding “hierarchical methodology for selecting an AFA rate”).

For purposes of selecting AFA program rates, we normally treat rates less than 0.5% to be de minimis. See, e.g.,
Pre-Stressed Concrete Steel Wire Strand from the People's Republic of China: Final Affirmative Countervailing
Duty Determination, 75 FR 28557 (May 21, 2010) and accompanying Issues and Decision Memorandum at 1. Grant
Under the Tertiary Technological Renovation Grants for Discounts Program” and “2. Grant Under the Elimination
of Backward Production Capacity Award Fund.”

%1 See Shrimp IDM at 13-14.
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whether the program was specific on a de facto basis. In its Initial QR, the GOB reported the
total amount of assistance approved for the industry in which the mandatory respondent
companies operate® but it did not report the totals for every other industry sector in which
companies were approved for assistance under this program. We reiterated our request for the
information to which the GOB responded to this request for information by stating “The total
amount of support approved under FINAME for mandatory respondent companies in every other
industry sector (i.e., every other CNAE code) is beyond the scope of investigation.”®® The GOB
also indicated that the information requested is available on the BNDES website.®*

For the reasons discussed below, we preliminarily find that the GOB has withheld the necessary
information that was requested, significantly impeded the investigation with respect to this
program, and failed to provide information by the deadlines in the form and manner requested;
thus, the Department must rely on “facts otherwise available” for purposes of the preliminary
determination with regard to this program, pursuant to sections 776(a)(2)(A) and (B) of the Act.
Moreover, we preliminarily find that the GOB failed to cooperate by not acting to the best of its
ability to comply with our request for information. Consequently, we find that an adverse
inference in selecting from the available facts is warranted pursuant to section 776(b) of the Act.

It is the Department, not the GOB, that is charged under the Act to examine whether information
allowing for a de facto analysis is “beyond the scope of {the} investigation. Because the GOB
substituted its own judgment for the Department’s, and relied on that judgment as the reason for
not providing information that the Department could analyze in order to determine whether this
program is de facto specific, we find that the GOB failed to act to the best of its ability to comply
with the Department’s request for information.

Accordingly, we find that the GOB has withheld information and impeded this investigation, and
that an adverse inference is warranted under section 776(b) of the Act. Thus, as AFA, we find
that the “BNDES FINAME Loans” program constitutes a financial contribution within the
meaning of section 771(5)(D) of the Act and specific within the meaning of 771(5A) of the Act.

As discussed below, the GOB did 