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In the Final Affirmative
Countervailing Duty Determination:
Industrial Phosphoric Acid from Israel
(‘‘IPA’’) (52 FR 25447; July 7, 1987), the
Department found the investment grants
program under the ECIL to be de jure
specific and, therefore, countervailable
because the grants are limited to
enterprises located in specific regions
(i.e., Development Zones A and B). In
the course of this proceeding, the GOI
provided no new information indicating
that the grants are not limited to
particular regions. Therefore, we are
continuing to find ECIL grants to be de
jure specific.

Carmiel’s production facility is
located in Development Zone A.
According to the responses and
verification, the company received
approval, in 1983 and 1988, for grants
for two projects related to the
production of subject merchandise.
These grants were disbursed over the
period 1983–1993.

At verification, we noted that for
certain of the grant disbursements, the
Israeli Ministry of Finance subtracted a
small ‘‘computer commission.’’
Consistent with section 771(6) of the
Act and section 355.46 of
Countervailing Duties; Notice of
Proposed Regulations and Request for
Public Comments, 54 FR 23366 (May 31,
1989) (‘‘Proposed Regulations’’), we
have determined that this commission
constitutes an allowable offset.
Therefore, we have subtracted the
commission in those instances in which
Carmiel was able to document that a
commission was subtracted from a grant
amount.

It is our policy to allocate non-
recurring grants over a period equal to
the average useful life of assets in the
industry, unless the sum of grants
provided under a program in a
particular year is less than 0.50 percent
of a firm’s total sales in that year. See
Section 355.49(a) of the Department’s
Proposed Regulations and the General
Issues Appendix to the Final
Affirmative Countervailing Duty
Determination: Certain Steel Products
From Austria, 58 FR 37217, July 9, 1993.
In this instance, Carmiel has not
provided sales information for years
prior to 1989. Therefore, we have no
reason to believe that grants made
before 1989 were less than 0.50 percent
of sales in the year of receipt for these
years and, therefore, have determined
that the yearly disbursements should be
allocated over time. In 1990, the sum of
grants disbursed under the ECIL
program accounted for less than 0.5
percent of Carmiel’s total sales in that
year. Therefore, benefits for 1990 were
allocated to that year and are not

included in our calculations. For all
other years after 1989, the sum of the
grants disbursed under the ECIL
program accounted for more than 0.5
percent of Carmiel’s total sales each
year. Therefore, these benefits were
allocated over time.

For ECIL grants allocated over time,
we used a twelve year allocation period
(the average useful life of assets with
respect to the manufacture of fabricated
metal products, as determined by the
U.S. Internal Revenue Service Asset
Depreciation Range System). The
formula described in Section
355.49(b)(3) of the Proposed Regulations
for allocating grants relies on a fixed
discount rate, which is based on the cost
of long-term, fixed-rate debt of the firm
or generally in the country under
investigation. However, we confirmed at
verification that no long-term loans with
fixed interest rates (or other long-term
fixed-rate debt) were available in Israel
during the years 1983–1993. Instead, the
only long-term loans (or other long-term
debt) available to companies in Israel
utilized variable interest rates, i.e., a
fixed real interest rate added to the
Consumer Price Index (CPI) or the
dollar/shekel exchange rate.

Therefore, we have determined to
adapt the grant allocation method
described in our proposed regulations to
use variable rather than fixed interest
rates as the discount rate, given the
absence of long-term fixed interest rates
in the years these grants were disbursed.
This methodology reflects the actual
long-term options open to Israeli firms
(i.e., that long-term financing was only
available through variable rate loans)
and also ensures that the net present
value of amounts countervailed in the
year of receipt does not exceed the face
value of the grant.

In this determination, we have used
as the discount rate the rate of return on
CPI-indexed commercial bonds (the real
rate of return, as published in the Bank
of Israel Annual Reports, plus the CPI),
as no actual borrowing rates for Carmiel
were available.

We divided the benefit allocated to
1993 by Carmiel’s 1993 total sales. On
this basis, we determine the estimated
net subsidy for this program to be 2.31
percent ad valorem for the POI.

B. Long-Term Industrial Development
Loans

Prior to July 1985, companies in Israel
were eligible to receive long-term
industrial development loans funded by
the GOI. This program was used in
conjunction with ECIL; however, a
company was not required to be an
Approved Enterprise in order to receive
a development loan.

We confirmed, as the GOI reported,
that loans under this program were
provided to a number of different
industries in Israel. However, we also
confirmed that the interest rates on
these loans varied depending on the
location of the borrower. The interest
rates on loans to borrowers in
Development Zone A were lowest,
while those on loans to borrowers in the
Central Zone were highest. In previous
cases, the Department has found long-
term industrial development loans in
Israel to be regional subsidies and
countervailable to the extent that the
applicable interest rates are less than
those on loans to companies in the
Central Zone (see IPA). The GOI has
provided no new information to warrant
reconsideration of this finding.

Carmiel received loans for a project
located in Zone A. These loans were
received between the year 1983–1989.
Under the terms of the program, the
interest rates on these loans have two
components—a fixed real interest rate
and a variable interest rate, the latter of
which is based on either the CPI or the
dollar/shekel exchange rate. We
confirmed at verification that Carmiel
received some loans that were linked to
the CPI and others linked to the dollar-
shekel exchange rate.

Because the CPI and dollar-shekel
exchange rate vary from year-to-year, we
cannot calculate a priori the payments
that will be made over the life of these
loans and, hence, we cannot calculate
the ‘‘grant equivalent’’ of the loans.
Accordingly, we have compared the
interest that would have been paid by a
company in the Central Zone, as a
benchmark, to the amount actually paid
by Carmiel during the POI (see Section
355.49(d)(1) of the Proposed
Regulations). We divided the interest
savings by Carmiel’s total sales in 1993.

On this basis, we determine the net
subsidy from this program to be 0.36
percent ad valorem during the POI.

C. Exchange Rate Risk Insurance
Scheme

Introduced in 1981, the Exchange
Rate Risk Insurance Scheme (EIS),
operated by the Israel Foreign Trade
Insurance Corporation Inc. (IFTRIC),
was designed to allow exporters to
insure themselves against the risk of
losses which might occur when the rate
of devaluation of the Israeli shekel
lagged behind the rate of inflation. The
EIS was optional and open to exporters
willing to pay a premium to IFTRIC.

Under this program, if the rate of
inflation was greater than the rate of
devaluation, the exporter was
compensated by an amount equal to the
difference between these two rates


