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(c) Allocation of benefit to a particular
time period. The Secretary normally
will allocate (expense) the benefit from
export insurance to the year in which
the benefit is considered to have been
received under paragraph (b) of this
section.

§351.521 Import substitution
sidies. [Reserved]

§351.522 Green light and green box
subsidies.

(a) Certain agricultural subsidies. The
Secretary will treat as non-
countervailable domestic support
measures that are provided to certain
agricultural products (i.e., products
listed in Annex 1 of the WTO Agree-
ment on Agriculture) and that the Sec-
retary determines conform to the cri-
teria of Annex 2 of the WTO Agreement
on Agriculture. See section T7T71(6B)(F)
of the Act. The Secretary will deter-
mine that a particular domestic sup-
port measure conforms fully to the pro-
visions of Annex 2 if the Secretary
finds that the measure:

(1) Is provided through a publicly-
funded government program (including
government revenue foregone) not in-
volving transfers from consumers;

(2) Does not have the effect of pro-
viding a price support to producers;
and (3) Meets the relevant policy-spe-
cific criteria and conditions set out in
paragraphs 2 through 13 of Annex 2.

(b) Research subsidies. In accordance
with section T771(6B)(B)(iii)(II) of the
Act, the Secretary will examine the
total eligible costs to be incurred over
the duration of a particular project to
determine whether a subsidy for re-
search activities exceeds 75 percent of
the costs of industrial research, 50 per-
cent of the costs of precompetitive de-
velopment activity, or 62.5 percent of
the costs for a project that includes
both industrial research and
precompetitive activity. If the Sec-
retary determines that, at some point
over the life of a particular project,
these relevant thresholds will be ex-
ceeded, the Secretary will treat the en-
tire amount of the subsidy as
countervailable.

(c) Subsidies for adaptation of existing
facilities to mew environmental require-
ments. If the Secretary determines that
a subsidy is given to upgrade existing
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facilities to environmental standards
in excess of minimum statutory or reg-
ulatory requirements, the subsidy will
not qualify for non-countervailable
treatment under section T771(6B)(D) of
the Act and the Secretary will treat
the entire amount of the subsidy as
countervailable.

§351.523 Upstream subsidies.

(a) Investigation of upstream
subsidies—(1) In general. Before inves-
tigating the existence of an upstream
subsidy (see section T71A of the Act),
the Secretary must have a reasonable
basis to believe or suspect that all of
the following elements exist:

(i) A countervailable subsidy, other
than an export subsidy, is provided
with respect to an input product;

(ii) One of the following conditions
exists:

(A) The supplier of the input product
and the producer of the subject mer-
chandise are affiliated;

(B) The price for the subsidized input
product is lower than the price that
the producer of the subject merchan-
dise otherwise would pay another seller
in an arm’s-length transaction for an
unsubsidized input product; or

(C) The government sets the price of
the input product so as to guarantee
that the benefit provided with respect
to the input product is passed through
to producers of the subject merchan-
dise; and

(iii) The ad wvalorem countervailable
subsidy rate on the input product, mul-
tiplied by the proportion of the total
production costs of the subject mer-
chandise accounted for by the input
product, is equal to, or greater than,
one percent.

(b) Input product. For purposes of this
section, ‘“‘input product’” means any
product used in the production of the
subject merchandise.

(c) Competitive benefit—(1) In general.
In evaluating whether a competitive
benefit exists under section 771A(b) of
the Act, the Secretary will determine
whether the price for the subsidized
input product is lower than the bench-
mark input price. For purposes of this
section, the Secretary will use as a
benchmark input price the following,
in order of preference:

278



