FACT SHEET

Commerce Finds Dumping of Imports of Certain Uncoated Paper from Australia, Brazil, China,
Indonesia, and Portugal and Countervailable Subsidization of [mports of Certain Uncoated Paper

from China and [ndonesia

On January (1, 2016, the Department of Commerce (Commerce) announced its affirmative final
determinations in the antidumping duty (AD) investigations of imports of certain uncoated paper
from Australia, Brazil, China, [ndonesia, and Portugal, and the countervailing duty (CVD)
investigations of imports of certain uncoated paper from China and [ndonesia.

The AD and CVD laws provides U.S. businesses and workers with a transparent and internationally
accepted mechanism to seek relief from the market-distorting effects caused by injurious dumping
and unfatr subsidization of imports into the United States, establishing an opportunity to compete on
a level playing field.

For the purpose of AD investigations, dumping occurs when a foreign company sells a product in the
United States at less than its fair value. For the purpose of CVD investigations, countervailable
substdies are financial assistance from foreign governments that benefit the production of goods from
foreign companies and are limited to specific enterprises or industries, o are contingent either upon
export performance or upon the use of domestic goods over tmpoited goods.

[n the Australia AD investigation, mandatory respondent Paper Australia Pty. Ltd. notified
Commerce that it would not participate in this investigation. Asa result, Commerce assigned Paper
Australia Pty. Ltd. a final dumping margin of 222.46 percent, based on adverse facts available. All
other producers/exporters in Australia received a final dumping margin of 138.87 percent.

In the Brazil AD investigation, mandatory respondent Intemational Paper do Brasil Lida, and
[nternational Paper Exportadora Ltda. (collectively “Intemational Paper™)! received a final dumping
margin of 41.39 percent and mandatory respondent Suzano Papel e Celulose S_A. received a final
dumping margin of 22.16 percent. All other producers/exporters in Brazil received a final dumping
margin of 26.95 percent.

In the China AD investigation, mandatory respondent Asia Symbot (Guangdong) Paper Co., Ltd. (AS
Guangdong), Asia Symbol (Shandong) Pulp and Paper Co., Ltd., (AS Shandong), and Greenpoint
Global Trading (Macao Commercial Offshore) Ltd. (Greenpoint), (collectively, Asia Symbol)*
received a final dumping margin of 84.05 percent. Mandatory respondents Shandong Sun Paper
Industry Joint Stock Co., Inc. and UPM (China) Co. Ltd., each notified Commerce that they would
not participate in this investigation. As a result, they failed to demonstrate eligibility for a separate
rate and are considered to be part of the China-wide entity. The final rate for the China-wide entity is
149.00 percent.

* In the Brazil investigation, Commerce collapsed several companies with International Paper.
* In the China investigation, Commerce collapsed AS Guangdong, AS Shandong, and Greenpoiat.




+ In the [ndonesia AD investigation, mandatory respondent April Fine Paper Macao Commercial
Offshore Limited (APRIL Fine Paper) and its affiliates PT Anugerah Kertas Utama (AKU) and PT
Riau Andalan Kertas (RAK) received a final dumping margin of 2.05 percent. Mandatory
respondents Great Champ Trading Limited (Great Champ) and Indah Kiat Pulp & Paper TBK (IK)
and its affiliates Pabrik Kertas Tjiwi Kimia (TK), and PT. Pindo Deli Pulp and Paper Mills (PDY?
notified Commerce that they would not participate in this investigation. As a result, Commerce
assigned these companies a final dumping margin of {7.39 percent, based on adverse facts available.
All other producers/exporters in [ndonesia received a final dumping margin of 2.05 percent.

+ [n the Portugal AD investigation, mandatory respoadent Portucel S.A. received a final dumping
margin of 7.80 percent. All other producers/exporters in Portugal received a final dumping margin of

7.80 percent.’

s [n the China CVD investigation, Commerce determined that mandatory respondent Asia Symbol
(Guangdong) Paper Co., Ltd., and its cross-owned affiliates Asia Symbol (Shandong) Pulp & Paper
Co., Ltd. (AS Shandong), Asia Symbol (Guangdong) Omya Minerals Co., Ltd. (AS Omya), and
Greenpoint Global Trading (Macao Commercial Offshore) Limited (Greenpoint) (collectively, Asia
Symbo! Companies) received a final subsidy rate of 7.23 percent. The other mandatory respondents,
Shandong Sun Paper [ndustry Joint Stock Co., Ltd., and Sua Paper (Hong Kong) Co., Ltd.
(collectively, Sun Paper Companies), and UPM (China) Co., Ltd. (UPM) withdrew from the
investigation. As a result, Sun Paper and UPM received subsidy rates of 176.75 percent based on
facts available and adverse inferences following Commerce’s final determination that the companies
had not fully cooperated in the investigation. All other producers/exporters in China have been
assigned a final China-wide subsidy rate of 7.23 percent.

+ Inthe [ndonesia CVD investigation, Commerce determined that mandatory respondent APRIL Fine
Paper and its cross-owned affiliates (AKU, RAK, PT Intiguna Primatama, PT Riau Andalan Pulp &
Paper, and Esensindo Cipta Cemerlang) received a final subsidy rate of 21.22 percent. The other
mandatory respondents, Great Champ, [K, and TK failed to respond to Commerce’s questionnaire.
As a result, Great Champ received a final subsidy rate of 104.00 percent, and K, TK, and their cross-
owned affiliate PD received a final subsidy rate of 109.15 percent, based on facts available and
adverse inferences following Commerce’s final determination that the companies had not cooperated
in the investigation. All other producers/exporters in Indonesia have been assigned a final subsidy
rate of 21.22 percent.

e Asaresult of the affirmative final AD determinations, Commerce will instruct U.S. Customs and
Border Protection (CBP) to collect cash deposits equal to the applicable weighted-average dumping
margins. Further, as a result of the affirmative final CVD determinations, if the U.S. Intermational
Trade Cormission (ITC) issues affirmative injury determinations, Commerce will order the
resumption of the suspension of liquidation and require a cash deposit for CVD duties equal to the
final subsidy rates for the mandatory respondents and all other producers and exporters not selected
for investigation; we will also adjust the China and Indonesia AD cash deposit rates by the amount of
the CVD export subsidies, where appropriate. [f the [TC issues negative injury determinations, the

3 In the [ndonesia AD investigation, Commerce collapsed Aprit Fine Paper, AKU, and RAK.
* In the [ndonesia AD investigation, Commerce also collapsed [K, TK, and PD.
5 [n the Portugal investigation, Commerce collapsed several companies with Portucel S.A.
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investigations will be terminated and no producers or exporters will be subject to future cash deposits
for either AD or CVD duties. [n such an event, all cash deposits already collected will be refunded.

Based on an allegation filed in the Australia case, Commerce found that critical circumstances exist
for Australia Pty. Ltd. but do not exist for all other producers/exporters. Where critical circumstances
are found, CBP will be instructed to impose provisional measures retroactively on eatries of certain
uncoated paper up to 90 days prior to publication of the preliminary determination Federal Register
notice.

The petitioners for these investigations are the United Steel, Paper and Forestry, Rubber,
Manufacturing, Energy, Allied [ndustrial and Service Workers International Union (USW) (PA);
Domtar Corporation (SC); Finch Paper LLC (NY); Packaging Corporation of America (IL); and P.H.
Glatfelter Company (PA).

The merchandise covered by these investigations includes uncoated paper in sheet form; weighing at
least 40 grams per square meter but not more than |30 grams per square meter; that either is a white
paper with a GE brightness® level of 85 or higher or is a colored paper; whether or not surface-
decorated, printed (except as described below), embossed, perforated, or punched; irrespective of the
smoothness of the surface; and irrespective of dimensions (Certain Uncoated Paper).

Certain Uncoated Paper includes (a) uncoated free sheet paper that meets this scope definition; (b)
uncoated groundwood paper produced from bleached chemi-thermo-mechanical pulp that meets this
scope definition; and (¢} any other uncoated paper that meets this scope definition regardless of the
type of pulp used to produce the paper.

Specifically excluded from the scope are (1) paper printed with final content of printed text or
graphics and (2) lined paper products, typically school supplies, composed of paper that incorporates
straight horizontal and/or vertical lines that would make the paper unsuitable for copying or printing
purposes. For purposes of this scope definition, paper shall be considered “printed with final
content” where at least one side of the sheet has printed text and/or graphics that cover at least five
percent of the surface area of the entire sheet.

[mports of the subject merchandise are provided for under HTSUS categories 4802.56.1000,
4802.56.2000, 4802.56.3000, 4802.56.4000, 4802.56.6000, 4802.56.7020, 4802.56.7040,
4802.57.1000, 4802.57.2000, 4802.57.3000, and 4802.57.4000. Some imports of subject merchandise
may also be classified under 4802.62.1000, 4802.62.2000, 4802.62.3000, 4802.62.5000,
4802.62.6020, 4802.62.6040, 4802.69.1000, 4802.69.2000, 4802.69.3000, 4811.90.8050 and
4811.90.9080. While HTSUS subheadings are provided for convenience and customs purposes, the
written description of the scope of the investigations is dispositive.

§ One of the key measurements of any grade of paper is brightness. Generally speaking, the brighter the paper the better the
contrast between the paper and the ink. Brightness is measured using a GE Reflectance Scale, which measures the reflection of
light off a grade of paper. One is the lowest reflection, or what would be given to a totally black grade, and 100 is the brightest
measured grade. “Colored paper™ as used in this scope definition means a paper with a hue other than white that reflects one of the
primary colors of magenta, yellow, and cyan (red, vellow, and blue) or a combination of such primary cotors.
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¢ [n 2014, U.S. imports of uncoated paper from Australia, Brazif, China, [ndonesia, and Portugal were
valued at an estimated $6 1 million, $21 1 million, $54 million, $200 million, and $164 million,

respectively.

NEXT STEPS
» The [TC is scheduled to make its final injury determination on or about February 22, 2016.

+ [fthe [TC makes affirmative final determinations that imports of uncoated paper from Australia,
Brazil, China, Indonesia, and/or Portugal materially injure, or threaten material injury to, the
domestic industry, Commerce will issue AD and CVD ocders. [fthe [TC makes negative
determinations of tnjury, the investigations will be terminated.

FINAL DUMPING MARGINS:

DUMPING
COUNTRY EXPORTER/PRODUCER MARGINS
Paper Australia Pty. Ltd.** 222.46%
Australia
All Others 138.87%
#*# Based on adversa facts available due to the company’s failure to participate in the investigation.
DUMPING
COUNTRY EXPORTER/PRODUCER MARGINS
Suzano Papel e Celulose S.A. 22.16%
Brazil International Paper do Brasil Ltda. 41.39%
All Others 26.95%
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PRODUCER DUMPING CASH

COUNTRY EXPORTER MARGINS DEPOSITS

Asia Symbol
(Guangdong) Paper
Co., Ltd., Asia Symbol 84.05% 83.92%
(Shandong) Pulp and

Paper Co., Ltd.

Greenpoint Global
Trading (Macao
Commercial Offshore)

China Ltd.

China-Wide Rate 149.00% 148.87%

NOTE: The cash deposit rates are adjusted to account for the applicable export subsidy rate of 0.13 percent for Asia Symbol and
for the China-Wide rate.

DUMPING CASIH

COUNTRY EXPORTER/PRODUCER MARGINS | DEPOSITS

April Fine Paper Macao Commercial Offshore
Limited/PT Anugerah Kertas Utama/PT Riau 2.05% 2.05%
Andalan Kertas

Great Champ Trading Limited** 17.39% 0.00%
[ndonesia Indah Kiat Pulp & Paper TBK/Pabrik Kertas
Tjiwi Kimia/PT. Pindo Deli Pulp and Paper 17.39% 0.60%
Mills*=
All Others 2.03% 2.05%

#% Based on adverse facts available due to the company’s failure to participate in the investigation.
NOTE: The cash deposit rates are adjusted to account for the applicable export subsidy rate of 57.78 percent for Great Champ and
APP/SMG. There were no export subsidies found for APRIL and companies covered by the All Others Rate.

DUMPING
COUNTRY EXPORTER/PRODUCER MARGINS
Portucel S.A. 7.80%
Portugal
All Others 7.80%
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FINAL SUBSIDY RATES:

SUBSIDY
COUNTRY EXPORTER/PRODUCER RATES
Asia Symbol Companies 1.23%
Sun Paper Companies 176.75% **
China
UPM 176.75% %%
All Others 1.23%
** Based on adverse facts available due to the company”s failure 1o participas in the investigation.
SUBSIDY
COUNTRY EXPORTER/PRODUCER RATES
APRIL Fine Paper Macao Commercial Offshore Limited, PT
Anugrah Kertas Utama, PT Riau Andalan Kertas, PT [atiguna 222%
Primatama, PT Riau Andalan Pulp & Paper, Esensindo Cipta s e
Cemerlang
Great Champ Trading Limited** 104.00%6 ==

[ndonesia

Indah Kiat Pulp & Paper Tbk, Pabrik Kertas Tjiwi Kimia, PT

S0/ =%
Pindo Deli Pulp and Paper Mills** 109.15%

All Others 21.22%

** Based on adverse facts available due to the company’s filure to participate in the investigation.
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CASE CALENDAR:

EVENT

CVD INVESTIGATION

AD INVESTIGATIONS

Petitions Filed

January 21, 2013

January 21, 2013

DOC Initiation Date

February 10, 2015

February 10, 2013

ITC Preliminary Determinations

Varch 9, 2015

March 9, 20(5

DOC Preliminary Determinations®

June 22, 2013

August 19, 2013

DOC Final Determinations*

January 8, 2016

January 8, 2016

ITC Final Determinations

February 22,2016

February 22, 2016

Issuance of Orders**

February 29, 2016

February 29, 2016

NOTE: Commerce preliminacy and final determination deadlines are governed by statute. For CVD investigations, the deadlines
are set forth in sections 703(b) and 705(a)(1) of the Tariff Act of 1930, as amended (the Act). For AD investigations, the deadlines

are set forth in sections 733(b) and 733(a) of the Act. These deadlines may be extended under certain circumstances.
"here the deadline falls on a weekend/holiday, the appropriate date is the next business day.

*The final determinations in the CVD investigations were aligned with the final detecminations in the concurrent antidurmping duty

!I’lVbel"&thﬁ)

**This will take place only in the event of final affirmative determinations by Commerce and the [TC.

IMPORT STATISTICS:
AUSTRALIA 1012 2013 2014,
Volume (metric tons) 46,300 48,700 75,800
Value (USD) 37,164,000 38,994,000 61,339,000

BRAZIL

2012

2013

2014

Volume (metric tons)

139,000

197,600

218,500

Value (USD)

139,215,000 |

189,328,000

“2013.

210,472,000

20147

CHINA™ 2012
! ""olume (metric tons) 23,600 37,000 62,400
| Value (USD) 22,140,000 32,035,000 54,081,000
INDONESIA . - S 02012 20137 LR
Volume (metric tons) 105,600 116,200 '7)0 600

Value (US D)

99,457,000

104,103,000

013 -

200,321,000

PORTUGAL -
Volume (metric tons) 141,600 160,200 157, 300
Value (USD) 146,180,000 164,297,000 163,593,000

Source: U.S. Census Bureau, accessed through Global Trade Atlas. (HTSUS 4802.56.1000, 4802.56.2000, 4802.56,3000,
4802.56.4000, 4802.56.6000, 4802.56.7020, 4802.56.7040, 4802.57. 1000, 4802.37.2000, 4802.57.3000, and 4802.57.4000.)

[mports of certain uncoated paper may also enter under HTSUS subheadings 4802.62.1000, 4802.62.2000,

4802.62.3000, 4802.62.5000, 4802.62.6020, 4802.62.6040, 4802.69.1000, 4802.69.2000, 4802.69.3000,

4811.90.3050 and 4811.90.9080. However, these HTSUS subheadings may cover significant amounts of non-

subject merchandise. Therefore, these HTSUS subheadings have not been used for purposes of reporting import statistics.
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PEOPLE’S REPUBLIC OF CHINA Polizizs

. Nea- Gakdadnad Aladha~d 33,111

. . Search |

Home  Poices  Forgign imvesiment Adminissation

News

Catalozue for the Guidance of Foreign (nvestment Industries (Ameanded in 20L0)

Fabreary 13,2012 - 1451 BT (03.51 GMTIFebruary 21, 1012 - 1330 BIT (0331 GMTY MOFCOMMOFCOM
Catalogue of Encouraged Forzign lnvestmant Industrias
. Farrning, Forastry, Animal Husbandry and Fishary indusinias

‘1} Planting, davelopment and production of woedy 2dibl2 oil, ingradiant and industial raw matasial

'2) Cultivation tachnologizs davalopmant and production of green and organis vagatables {including adible fungus, walarmelon and melon),
i fresh fuils and t2a

'3) New technotogy development 2nd produciion of sugar-yizlding crops, fuit fr22s, forage grass

'43 Preduction of fiowers and ol2nis, and canstruction and oparation of nursary base '

‘3) Planting of rutbar, od paim, 3isals and cofess

'3) Cultivation of traditional Chinese madicines {limit2d to squily joint vanture and contractual joint vaniura)

7} Reusing in fialds 2nd comprahensiva utilization of straws and stalks of crop, devalopment and production of rasources of organic fertilizars
‘3 Planting of forest treas {including bamboo) 2nd cultivation of fing strains of forest trees and cultivation of new braad varieties of polyploid
rees

‘9) Braeding of aquatic affspring (2xcluding precious quality variaties peculiar to China)

'10) Censtruction and operation of acolegical environment protection projacis praventing and ireating desarification and soil 2rosion such as
slanting tre2s and grassas, aic.

‘11) Brasding of aquatic preducts, caga cullur in desp water. large-3cals breading of agualic products and breeding of aco-ocean preducts
[. Mining and Quanying iadustries

‘1) Prospecting, exploitation and utilization of coal-bed gas (limited to equity joint venture and contraciual joint venturs}

)/ rure prospecting and axploitation of patroleum, natural gas {Emiled to equily joint venture and coniractual joint venture)
;3):|:.-,.plciiation of oil and gas deposits {fields) with low osmosis {limitad to equity joint venture and contractual joint venture)

‘4) Development and application of new techaologias that can increase {he recovary factor of crude oit {limited to equity joint venture and
sontractual joint venture)

5) Devetopment and application of new technologies for prospecting and exploftation of patrofeum, such as geophysical prospecting, well
fritling, well-logging and downhole operation, atc, (limited fo equity joint venture and contractual joint venture)

6) Prospecting and exploitation of such conventional oil rasources as il shate, oil sand, heavy oil and super heavy of{limited 1o equity joint
renture and contractuzl joird venture)

7) Prospeciing, exploitation, and beneficiation of iron ores and mangznese ores

8) Development and application of new technologies for improving the ufilization of tzilings and the comprehensive utilization of recovery
echnology of the mine ecology

9} Prospecting and exploitation of unconventional natural gas resources such as shale gas and submiarine naturat gas hydrate (limited to

Uity joint venture and contractual joint veniure)
ll. Manufacturing Industries 1. Farm Products Processing Industry

1) Development and production of biology feeds, straws and stalks feeds and aquatic feeds

2) Aquatic products precessing, seashell products cleansing and processing, and development of function focd made from seaweed

Significant Naws

Spokesperson’s Ramarks

Prass Cenfarenca

From Counselor's Offica

Policies

Anngucement
Pelicy Interpratation

Gazafta

Statistics

Briaf Statistics

Foreign lavastment

Foraign Trada Ceoperation

Reagionat Trade Stagstics

lmpos and Export Indicalors

Services

Tax Law

Iat'l Labor Cooperation

Companiss

List of China's Qualified
Oversaas Contractors

China-New Zealand
Recmitment Aganis

Supply & Demand

Inquiry & Answer

a/f{UsersfjohnoconnorfDocuments/Australian%20Paper/China%2...stment%20Industries%2 0{Amended¥%20in%202011)%20-.pdi.webarchive
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(1%) Pro;:iuction of fluororesin, fiuoring film materials, flucrina-containing intermediate products for medical use, envircnment-friendly cryogan
and detergent

{12} Production of fluorine recycling from phosphorus chemicals and aluminum smaliing

{13} Develepment and preduction of naw technology and products for the forestry chemicals

{14} Development and production of inorganic. organic and biclegic fims for environment protaction

{15} Davelopment and preduction of naw-type feriizer: biolegic farilizer, igh-density fartilizer, compound farilizer, controlled release farilizer,
campound microbial inoculant, Compound microbial manuse, dagradation agant for stalks and garbage and micrabial praparation of spacial
functions

{18) Davelopmant and preduction of affective, 3afe and environment-frisndly naw vardatias. naw formulations, special-purpose intermediatas
and accassory ingradiants of pasticides: and davelopment and apolication of ralevant clzan production processing (mathylang tachnology for
sroducing acelcchlorn matnod for paraguat by ammoniacal cyanidza precess, aqusous phase synthasis of chiorpyrifos. racygling chloromathana
zuring production of glyphosats. sreduction of arizntad synthasis chiral pesticidas and cubic pasticidas. and synthasis fachnolegy for disthyi
thinphosehoryl chiorida)

{17} Developmant and oroduction of diopastizida and dis-contrel praduncts: microbial insacticide, micrebial fungicidz. agricultural antiziotic,
insact pheromens, snamy insect and miceabial harbicidz

{18} Compraitensiva utilizaton 2nd disposal of 2xhaust gas, discharg liquid, wasts residus

(19} Produstion of organic polymer matanial: covaring fm for plane, rare 2anh carium sulphida rad dys, lzad-fr22 in 2lsstronic packages. sarals
of spesial sizing agent by photostching far colar Plasma Display Panal, small diamatar and farga specific surface araa supardine fibre, high
pracision fuel filtar pager, and Li-ion baltary membrana

H'. Jical and Pharmzacautical Products Indusiry

{1} Praduction of naw iypa compound meadication of active comgosition madication (inciuding bulk drug and praparation)

{2) Preduction of amino acids: fryplophan praparad by zymotachnics, hstiding. mathioninz for f22d

(3) Production of naw anii cancer medication, naw cacdio-cersbrovascular madication and new nervous system using madication

(%) Production of new iypa medication using bioenginaaring tachnology

(5) Production of AIDS vacting. hapalilis C vaccine, conlraceptive vaccing, and naw vaccings such as cervical cancer vaccing, malaria vaccing,
and hand-foot-mouth diszasa vaccing

{5) Production of biolegy vaccina

(7) Expleitation and production of marina drug

(3) Drug praparation: production of aaw formulation using naw tachnologias of sustainad-ralease, refeass, targeting and parcutanaous
absorption

{9) Expioitation and praduction of new typ2 of pharmacautic adjuavant

{10} Production of antibacterial active pharmacautical ingrediznts for animals (including antibiolics and chemesynthasis drugs)

{11) Exploitation and production of animal using antibactarial drug, insact repalient, pesticide. anticoccidial drug and naw fermulation

(12) Production of naw diagnosis reagent

12. Manufasturing Industry of Chamical Fiber

qE Huction of hi-tech chemicai fiber (gxcluding viscose fibar) of differential chemicat fiber, aramid, carbon fiber, golyethylena of high-strangth
and nigh-mode, golyphenylensa sulfide(PPS) and so on

(2) Preduction of new style of fiver and nen-fiber polyester; PTE. PEN, PCT. and PETG

(3) Praduction of biopolymer fiber by using new renewabie resourcas and anvironment-friendly processing: lyocsll, cefiulose made frem
bambee and hemp, PLA, chitin fiber, PHA and plant and arsimal protein fiber

(4) Production of polyamide, single line production capacity of 150 tor: a day

{5} Production of meridian tyre aramid fiber and tyre cord

13. industry of Plastic Preducts

{1} Development and production of new-type mult-functional photo-biclogical broad agriculiurat films

(2} Digestion and recycle of waste plastics

{3} Exploitation and production of new technology and new production of plastic soft package (high barrier, multi-function fim and material}
14, Non-matal Minaral Preducts Procassing Industry

(1) Development and production of energy-saving, environment-protecting, lightweight and high-intensity, high-performance and multi-functional
architecture materials

(2) Use plastic to replace steet and wood, energy-saving and high-efficient chemical architecture material production

{3) Production of elastomer, plastic changeable asphallum waterproof coiled materials, broad {more than 2 meters) waterproof EPDM coiled
materials and matched materials, broad {more than 2 meters) waterproof PVC coiled material, and TPO waterproof coiled materials with a

production capacity of mare than 10,000,000 sq.m.

e:ff{Usersfjohnoconnor/Documents/Australian¥%20PaperfChina%2...stment%20Industries%20{Amended%20in%202011)%20-.pdf.webarchive
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18, Ma!tél products industry

(1) Research, development and manuiacturing of new lightwaight and anvironment-friendly materials for aviation, agrpspaca, automobilas and
motoreycles {special-purpose aluminum shaats, aluminum-magnesium alloy materals, and aluminum alloy motorcycle frames and so on}

{2) Davealopmant and production of high-grade hardware for construction, hot-water haaling equipment and hardwara parts.

(3) Production and processing (including painting and processing innar and cuter surface of the products) of metal packing products (thicknass
< 0.3mm) usad to pack all kinds of grain, oil and foed, fiuits, vegatables, bevaragas, daily using matarials and such contants,

(4) Manufacturing of nickel-saving stainless stasl products

17. General Machina-building industry

{1y Manufacturng of numerically controiiad machina toofs of high lavat and k2y spars pars: numerically controfied maching tools which 2xcasg
guintuple linkaga. digital control coordinata spindle processing cenira, digital contrel systam which #xcaeds quintupls linkage and
sarvormechanism instaliations, high-spaad and sugar-sirong xnifas for 2xact digital control manufacturing.

{2y Manufactunng of multi-station forging forming maching of 1000 lons or more

(33 Manufactuning of 2quipmants for braxing up and smashing ratirad cars

£4) Manufaclunng of soft FTL preduct lin2

{5} Manufacturing of w2rtical articulatad indusinial robots. welding robots and walding aguiomants thersof

{3) Manufacturing of spactal processing machinas: comol2ta 3213 of 1as2r cutiing and waiding 2quipmants, 2xact grocassing laser 2quipmanis.
gigital-contral and low-3p22ad wirs-cuts. submicron cracker

(7) Manufacturing of whael ar crawlar cran: of 300 lons or mora {limit2d to 2quity joint vanturas or contractual joint vaniuras;

(3) Dasign and manufacturing of high prassure plunger pumas of pressure(35-42MPa) and 2ngine, dasign and manufaciuring of fow-3pazd hig
tort angina of prassura{35-42MPa)

{3) Manufacturing of integratad nydraulic-prassura mullipls unit valve with working prassuraz 234Pa and slectro-hydraulic proporicnal servo
zlements.

{10y Design and manufacturing of valve tarminal. pnaumatic sotznoid valva of 1233 than .35 and high-iraquancy stecirically-conirollad gas
valve of 200Hz or mer:

(1) D2sign and manufasturing of hydrostatic drive device

(12) Davelopment and manufacturing of nen-contacling gas film s2al of prassura morz than 10MPa, dry gas seal of prassure more than 10MPa
{including axperianca davica}

{13) Davelopment and manufacturing of macromolaculs matarial davica for automobiles(rub pizca, changed piencl aidehyds plupgar, non-
metal liquid pressura mother pump aad 50 on)

{143 Manufacturing of car boss axletres of 3 and 4 genaratien(function 2lements of boss axlatr2 of dange and transducar insida of outside of
the axietree, digital control machine tool or procassing cantra axtztres of high or mid class(the processing center should hava mars than thre2
axis interlocking function and 3-4um repeated pracision) , high-speed wire or board rolling mill axlatree(assistant axlelree ang roller axlgirsa of
single-wire rolling mill of mora than 120avs and of thin-toard rolling mill of mora than 2mm) ,  high-spead railway axletres(with speed of more
than 200kmvh) , low-noisa axlatrae of vibration of less than Z4(Z4, 74P, V4, V4P) | lavel P4, P2 axletree of various axletree

{18} Manuiacturing of high-density. high-pracision and complex-shaped powdar metallurgical pans and chains used for aulomobile, engingering
mz  ery, ele

(15) wianufaciuring of gear transmission for wind power. high-speed train, gear transmission agent with adjustable blades for vessels, and
large-sized and heavy-loadad gear boxas

(17) Manufacturing of high binding sparas of 12.9 lave! of more

{18) Davelopmant and manufacturiag of accumulator bladders and rubber and plastic seals for hydropneumatic use

(19) Remanufacturing of machine tools, spare parls of cars{excapt five matured varistiesjand preject machiaes.

(20) Manufacturing of minfatura precision transmission joint pisces (clutches)

(21) Manufacturing of coupling shaft for heavy rolling milis

(22) Remanufacturing of machinary such as machine tools, engineering machinary and railway locomotives and remanufacturing of automotive
paris and components

18. Special Equipment Manufacturing

(1) Manufacturing of mine trolley mining, loading and transpating device: mechanical drive tipper for mine of 100 fons or more, mobile crusher.
wheeted digger of 3000m3/h or more, foading machine for mine of 5 m3 or mere, 2lectric driving mining machine of 2000 kw or more and 0 on
(2) Manufacturing of geephysical, logging equipment: MEME geophone, digital telemetry seismograph. digitat imaging, compulerized logging
system, horizontal wells, directional wells, drilling rig equipment and apparatus, MWD logging while drilling

{3) Manufacturing of equipment for oil exploration, drilling, collection and transportation: floating drilling systems and floating production

syslems with an operating water depth of mere than 1500 meters and the supporling subsea oil extraction, collection and transportation

equipment
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squipment ; 5-grade plus high efficient fruit juice condznsation equipment: equipment for Disinfaction of powder food in Media; Aseptic
packaging equipmant for Semi-solid and solid food; Packaging Materials for Asaptic packaging, OVS Bacteria Starter for Dairy Production,
Disc-type Separation centriiuges

(39) Manufacturing of Agricuitural machinery: facility agricultura equipment{greenhousa Automatic irrigation equipment. Autocentrol
configuration and fartifizaticn Equipmant of Nutritious Liguid, Efficient vegatable nursery squinmant, Seif nutriznt anaiysis instruments ), Tractor
and associatad farm fools with 120 kilowatts and above Matching 2ngine power. Low fust consumption, low noise and jow-2mission dizsel
angine, Spray Machines with Rasiduat fog tablets Racovary Unit matching of large tracter. High-gariormance rice transplanter, Cotton
narvesting machine, Adapted to a variaty of row-spacing Seli-moving Maize Reaping Machinz{Hydraulic driva or machanical drive)

{40) Manufacturing of new tachnical iorastry aquipment

{41) Manufacturing of 2quipment for rausing in fields and comprehensive utilization of straws and stalks of crop, Manufacturing of 2quioment for
somprzhansiva utilization of Rica Husk

(+2) Manufacturing of 2quipment for compranansive ulifization af wast2 agricultyra products and wasta fowl and livesteck products which ar2
brad in scate

(43} Manufacturing of f25tival fardilizer, pesticide section. watsr-saving tachnical Agriculiurs 2quipment

{44) Manufaciuring of cl2aning 2quipmant for sleciromachanical walls and squipments for Laundaring drug groduction

(45} Manufaciuring of 212ctronic 2ndoscopas

(46} Manufacturing of Fundus Cameras

(47} Manufacturing of Madical imaging 2quipmeanis’ Kay componants(high magnatic fiald int2asity and suparconduct MR, CT, X-ray computad
tome ~~raphy, type-B ultrasonic )

(:é, anufacturing of Madical Ultrasonic Transducaf(3D)

{49} Manufacturing of boron n2utron captura tharagy aquipments

(50} Manufacturing of X-ray St2raotactic Radiotherapy Systam

(51} Manufacturing of Hamodialysis. Bload Filtar

{32} Manufacturing of multi-layar co-axtrudad watsr-cooled biown film 2quipment for non-PVC madical infusion bags

(53) Naw tachniques of quality contra! of medicine groducts and naw aquipmant menufacturing (34) New analytical tachniquss and axtraction
rachnelogias, and equipment development and manufacturing jor the effzclive parts of raditional Chinase medicinas

(55) Producing and manufacturing of naw packing matariais, naw containers for medicina, and agvancad medicina producing 2quipment

(55) Davelopment and Manufaciuring of 2quipmant of nzw type of knitting machines, K2y parts and Taxtilz testing, laboratory aquipmant

(57} Manufacturing of watar pollution praventon and contro! aquipment: horizontal spiral centrifugal dehydrators, membrane and membrane
materials, ozone ganerators with a capacity of marz than 30kg/h, chicrine dioxide genarators with a capacity of mora than 10 rgfh, ultraviolat
disinfection devices, small domestic sawage treatmant aquipment usad in fural areas, and heavy matal wastewater ireatment aquipment

{58) Manuiacturing of solid wasie veatment and disposal aquipment: sawaga plant sludge disposal and rasource utilization 2quipment,
complate s2ts of refuse incineration squipment with a daily treatmant capacity of 500 tons or more, fandfift feachate traaiment technelogy and
squipment, anti-seepage gzomambranas in landfils, building wasta freatmant and resource racovery utilization aquipment, devicas for disposal
of hazardous waste. devicas for bicgas power ganaration in fandillis, scrap steal treatment aquipment, and remediation equipment for

=e inated soil

{59)Development and manufaciuring of equipment for the comprehensive utilization of rad mud from atuminum industry

(50)Manufacturing of equipment for the comprahensive uliization of mine tailings

(1) Manufacturing of Waste plastics, elactronics, rubber, battery Recycling Equipments

(52) Manufacturing of reclamation equipment for used and waste textiles

(83) Manufacturing of equipment for the remanufacturing of waste machanical and electrical products

(34) Manufacturing of special Meteorological observation and analysis equipments

(85) Development of Seismic station, Seismic Natwork, and Mobile seismological observation technology System, and Manufacturing of
equipments

(66) Manufacluring of portable assembling water purification equipment

(87) Unconventional water treatment. recycling equipment and water quality monitoring instruments

(58) Leak test equipment and instruments for industrial water pipeline networks and equipment {appliances)

(59) Manufaciuring of preparation, storage and transportation equipment and inspection systems of hydrogen energy

(70) Manufacturing of new Heavy residue gasification Afomization Nozzle, Steam leakage rate of 0.5 percent and balow efficient Steam Traps,
1000 ° C and above high-temperature ceramic heat exchanger manufacturer

(71) Development of Seismic station, Seismic Network, and Mobile seismological chservation technolegy System, and Manufactusing of
equipments

(72) Manufaciuring of three-drum radiat tire buitding machines
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compreﬁensive testing equipment for machines, special equipmeant for aeronautic manufacturing, equipment for pifot manufacturing asronautic
materials, ground receiving and applying 2quipment for civit aircrafl, ground testing equipmant for rocket launcher. equipment for dynamic and
anvironmantal axperience for rockat launcher
(18) Manufaciuring of mechanical and zlectrical products for zircraits, temgarature control products for zircraiis, test aquipment for planat
products 2nd structura and organization products for aircrafts
(17) Manufaciuring of light gas-turbinz 2ngine
{13} Dasign of luxury cruise and squipmant for deep-water{ovar 3000 meters) ocean project{limited to aquity joint vantures or contractual joint
vaniuras)
{18} Manuizciuring and maintaining of 2quipmant for ocean project{including stagas}{Chinasa part shall hold ths majority of shares}
(20) Dasign of dizsal engina in fow or madium spead for vassal (limitad to 2quity joint vaniuras or contraciuat joint vanturas)
(21) Manufacturing of dizset 2ngin2 n low and madium scead for vassal as wall 23 cranishaits (Chines2 pari shail hold tha majority of sharas)
{22) Design and manufacturing of machinary for vessel compantmant{Chinase par shall nold tha raiative majenity of sharzs)
{23) Design and manufacturing of communication znd diracting systams for vassals! communication systems, 2i2cronic dirscling aquipment.
vassal radar, 2isciie compass automatic pilot, public broadeasiing systams insida va33als and so on
(24) Dasign and manuizciuring of cruiser (limitad to aquity jpint vanturas or contractual join; vaniurss)
29. Elactric Machinary and Zguipment Manuiactunng Industriss
{1} Manufacturing of Xay auxifiary 2quipment usad for 1 million KW/ ulira supersrtical fira-2laciicity ganarating sat{limitad to aquity joint
vanturas and cooparativa joint vanturas): safety valve and control valva
{2y Manufacturing of the aquipment of coal-fired powear glant and danitrification technology for sintaring maching in st2el industry
(3):~ .gn and manuiacturing of seal parts for fira-alzcincity aquipmant
(4} Manufacturiag of largs scale castings and forgings us=d for coal-firad power plant and hydropower station
(3} Manufacturicg of kay auxiliary squipmant used for hydroelactric ganarating sat
(3) Manufacturing of power transmitting and ransforming 2quipment (fimit2d lo 2quity joint venluras and coopearativa joint verturas): amorphous
ailoy transformear, oparator usad for high-voltaga swilch of 500KV or mera, ar¢ 2xtinguishing device, farga-scalz disk type insulator{over
106KV and S0KA}, cutlat davies usad for transformar of 300KV or mara, casing pip2(AC: 300KV 750KV, 000KV and all DC spacifications),
voltags ragulating switch(loaded and unloaded voltaga regulating switch for AC S00KM, 750KV 2nd 10C0KV), dry-type smeothing reactor used
far DC fransmission, mor2 or less 300KV convartar valve usad for OC transmission(water cocling 2quismaat and DC fiz2ld squipment), alectrical
aoparatus contact matarial a5 wefl a5 non-Pb and non-Cd solders zecorded with EU command of RoHS
(7} Manufacturing of complet2 sats of or Xey new 2nargy 2quipmenis for atzclricify powar ganaration: photoveitaic powsr geaeration,
gaotharmnal power ganaration, tidal power ganaralion, wave power ganaration, rubbish gower ganaration, mathane power genaration and wing
power genaration of 2.53MW or above
{3) Manufacturing of iarge pumped-storage powear units of 350MW power ratings or mora{limitad to aquity joint ventures and cooperative joint
venturas): pump turbines and speed controlier, large-3cala ravarsible pump-turbing units with variad speed, power generaior and excitation,
launching apparatus and other accassory equipments
(9) Manufacturing of Stirling generating set
(1c vejopmeant and manufaciuring of strzight line and plana motor and drive systam
(11.) nanufacturing of high-tech graen battary: dynamic Ni-Mh batiery, zinc 2nd nicke! storage cell, zine and silvar storage cefi, lithium-ion
battery, soiar battery, fuel battery and so on{excluding high powear battary for naw anergy vehiclas)
(+2) Electric motor is manufactured by refrigerating and air-conditioning compressors adopting DC spead adjustment technology or CO2 natural
rafrigerants, and by rafrigerating and air-conditioning aquipments applying renewable energy{air source, water source and geotharmal source)
(13) Manufacturing of selar air conditioning, heating system and solar dryer apparatus
(14) Manufacturing of biomass drying pyrolysis system and biomass gasification unit
(15} Manufacturing of AC-FM vollage regulation drawbar
21. Cormmunication Equipmeant, Computar and Other Elecironic Equipment Manufacturing
(1) Manufacturing of HD digital video camera and digital scund-playing equipment
{2) Manufacturing of flat pane! display such as TFT-LCD, PDP and OLED. and materials of flat panel display (excluding TFT-LCD glass
substrate of the 5th generation or below)
{3) Manufacturing of such key parts as optical engine, light source, projection screen, high-resolution projection tube and LCOS module used in
iarge screen color projection display
14y Manufacturing of digital audio and visual coding or decoding equipment, digital broadcasting TV studio equipment, digitat cable TV system
squipment, digital audio broadcasting transmission equipmenit. digital felevision converter, digifal television broadcasting Single Frequency
Network(SFN). satellite digital TV up-linking staticn and front-end equipment of SMATV

‘8) Design of inlegrate circuit, and manufaciuring of large digital integrate circuit with its wire width of 0.18 micron or below, manufacturing of

19/02/2018, 11:46 AM
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{4) Manuiacturing of wattiass power automatic compensation eguipment

(3) Manufacturing of naw instrument and equipment for safety production

(8) Manufacturing of VXI bus automalic tast systam (in accordance with IEEE1155 international standards)

(7) Developmant and manufacturing of compranensive management system for under-mine monitoring and disaster-foracasting apparatus and
coal safety maasursment

[3) Manufacturing of the equipmant for anginearing measursment and global geographical observation; digital triangle surveying system. digital
orogrammed 3ystam for thraa-dimensional topography medal {acraaga>1000% 1000mm, horizon{al error<imm, alfituda arror <.53mm), ultrad
wideband seismegragh{p<iom, fraquency bandd.01-50HZ, aquivalent quaking speed nois2<10-9m/s}, intzgratad 2arthquaka data procassing
systam, axtensive undar-wefl 2arthquake and auspice obsarvation apparatus, saphisticatad controllable apicentar systam, enginaerng velocity
measuring systam, high-precision GPS racaivar{pracision 1mm+1ppmm). INSAR graphics rzceiving and procassing yystem, absofuta
gravimetar with th2 pracision 1253 than ! microgal, satallita gravimatar, Doppler waathar radar adopting coharant tachnology or doubls
galarizztion tachnalogy, wisibility measuring apparaws, matzarological senser, {including tamparature, prassura, numidity, wind. aracipitation,
stoud, visidbility, radiation, froz2n 2arth and deoth of snow), anti tightning strok2 aystem, muititavel 300t and dust samplar, thras-dimensional
supersonic anemoscops. high-pracision intalligent totsl smtion maching, threa-gimensinal lasar scanner, high garformance diamond bit used for
arilling. 1asar rangarfinder without cooperative targal, wing arofizr(afficed with RASS), GPS alectronic probe systam. CO2H20 ganaral
ooservation system, coundary layer lasar dopplar cadar, granutz chromatography(3nm-20um), nigh-pariormance data coll2¢lor and undar-watsr
glider

{3y Manufacturing of anvicoament motoring 2pparatus: SO2 automalic sampler and calcimeiar, NOX or NO2 automatic sampler and caicimatar,
03 - matic monitor, CO automaltic monitor, samplar and saimpda cutter for soot and Pm2.5 gust, portabls calcimetar for harmiul and toxic gas,
auig,..dzic analyzer for organic pollutants in the air, CCD automatic ontina monitor, 300 automatic onlinz meaitor, automatic enline moniter for
wrbidity, DO automatic onlin2 monitor, TOC automatic enling moniter, auiomatic enlin2 monitor for ammonia nitrogen, radiztion dosa monitor,
ray analyzar. haavy metal onlin2 monitoring aquinmant, anfinz warning and monitoring 2quipmant for biciogical toxicity of watar quality

{19) Manufacturing of instrument and squipment ior nydrolegical data cofizeting, processing, ransmitting and flood warning

{11y Manufacturing of ocaan 2xploring apparaius and 2quipmant: underwater video camera and undarwalar camara in masopelagic zone, multi-
team axplorer, shaliow and dazper subbotiom profiar, navigation warm-sall profilar, fluxgata compass, hydraulic wira ling winch, undarwater
airproaf electronic connector, 2nergy facycle davics usad in Hitration-preof seawater dasaltation with #s efficiency more than 30%, marinza
acosystens inspaction buoy, section proding buoy. disposasla measuring instrumeant of 2lectrical conductivity. temperatura and dapth (XCTD),
on-the-spet watar quality measuiing apparatus. intelligent chamical transducer for maasuring tha watar quality of the ocaan{eontinuas work for
1.6 months}, slectromagnetic curcent matar sensor, navigaling acoustic Doppler current profilar(saif-contained, direct-read, used-in-3nip),
afectricity conductivity rate de2p-saction profifer, acoustic rasponding amancipator, far deap sea tide measuring systam{sat deep inlo the
ccean)

{12) Manufacturing of digital camera of gver 10 million pixals

{13) Office machinery manufacturing: mulfifunctional integration office aguipment{copying. printing, facsimile and scanning). color printing
aquipment, color peinter head with high rasolution of 2400dpi or above

(14} Manufacturing of fiim machinery: 2K or 4K digital ¢inama projector. digital movie camera as well as digital image production and 2diting
de;

23. Handicrafl and Other Manuiacturing Industries

(1} Development and utilization of clean-coal tachnical product as weli as equipmant manufacturing (coal gasification, coal liquefaction, water-
coal and indusirial lump-coal)

(2} Coal ora dressing by washing as well as comprehensive utilization of powered coal{including desulphurized plaster) and coal gangue

(3} Production of the all bicdegradable material

(4} Recovery and treatment of waste electrical appliances and efectronic product, aulomobites, efectrical and mechanical equipment. rubber,

metzd and battery
W. Production and Supply of Power, Gas and Water

1. Construction and operation of electricity powar by employing the clean fuel technology of integral gasification combined circelation(iGCC),
circulating fluidized bed over of 0.3 million KW or above, prassurized fluidized bed combustion combined cycle(PFBC)of 0.1 millicn KW or
above

2. Construction and operation of back pressure heat power plant

3. Construction and management of hydropower station with the main purpose of power generating

4. Consteuction and management of huclear power plant {Chinese pariner shall hold the majority of ghares)

5. Constzuction and management of new energy power plant (solar energy, wind energy, geothermal energy, fide energy, wave energy and
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I, Farming, Forastry, Animat Husbandry and Fishery [ndustries

. Breading znd 3a2ds davaloping production of Azw train crop breed (Chinesa party shall held the majority of sharas)

Procassing of the logs of pracious variaies of traes (limitad to aquily joint vantures or conlractual joint vanturas)

g

. Cotton {raw coticn) procassing

(=)

. Mining Industrizs

. Exploring and mining of spacial and ssarce scals 2xgforation (Chings2 partner shall hold the majority of sharas)

)

Exploring and mining of baritz {limit2d to 2quity joint vantur2s or eoatractual joint vanturas)

o

Exploring and mimng of arecicus maials {gold, silvar, platinum familizs)

1

. Explaring 2ng mining of pracious non-meatals such as diamond

5. Expioring and cradling of shosphorita

3. Production of butadiana nibbar [hign Sis outadizna rucbar), tn2 2mulsion solymarization of styrana butadiana nidear, tharmeplastic siyrans-
butadizne rutbar

7. Production of acatylana gracass PYC, and tha iollowing scala athylana and post-pracassing products.

3, Production f Backward procass, coni2in harmiul supstancas, and gigmeants and paint praduction

9.Mining of szaibalyit2 and sxaibalyita on oras

10.' ~rganic salts production with graat rasourca consumplion and sarious 2nvirgnmantal ooilution using outdatad tachnolcgies
lll. Manufacturing lndustri=s

1. Farming Subsitiary Focdsiuf Indusiry

{1) Processing of soydaan, ragasaad 2diblz oil (Chinasa paninar shall hold the majority of sharas), daep-procassing of corn

(2) Manufacturing of biology liquid a2l

2. Bevarags Manufaciunng industrizs

(1) Processing of graan i2a and spacial t2a with China's traditional crails

{2) Carponic acid baverage manuiacturing

3. Tebaceo Industrias

(1) Manufacturing of threshing 2nd cur tobacco lzaf

4. Printing and Copy of Recording Vahicla

(1} Print of publication {Chinas2 parinar shait old the majority of sharas, except packing and presantalion}

5. Peltroleum Procassing and Coking Industries

(1) Construction and managament of refinangs which annual produce less than 800 ten thousand tons

5. Chemical Raw Matarial Products Manufacturing Industry

(13 ium hydroxide and potash preduction

[2) Preduction of sensitive materials

{3} Production of benzidine

{4} Production of chemical preducts from which narcotics ar2 2asily made (ephedrine, 3, 4-idene dirydro phenyl-2-acctonc, phenylacalic acid,
1-phenyl-2-acetons. heliotropin, safrole, isosafrole, acetic oxide)

!5} Production of Aucrine-chlorocardon, hydrogan- fluorine-chlorocardon, tetrafiucroethylens, duorination-alyminum and hydroilucric acid
‘6). Production of butadiena rubber {except for high cis-butadiene rubber), emulsion polymerization of styrene butadiene rubber and
hermoplastic styrene-butaciens rubber

7). Preduction of PVC with acetylene process and small-scale produclion of ethylene and post-processead products

‘8). Small-scale production of paint with: obsolete process and hazardous substances

'8). Processing of baron, magnasium, iron ores

'10). Preduction of inorganic salts using outdated process with big resource consumption and sarious environmental poflution.

7. Medical and Pharmaceutical Products Inidustry

*1) Production of chloramphenicol, penicillin G, lincomycin. gentamicin, dihydrostreptomycin, amikacin, tetracycline hydrochloride,
wytetracycline, medamycin, kitasamycin, ilotyin, ciprofloxacia and offoxacin

2} Production of analgin, paracetame!, Vitamin 81, Vitamin B2, Vitamin C, Vitamin E

'3} Production of immunity vaccines included in the state plan

4) Production of materiaf medicines for addiction narcotic and A class psycheactive drug (Chinese partner shall hold the majority of shares}
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which hava more than 30 branch slores and sale diffiarent kinds and brands of commodities from multi-suppliars)

vl Banking and Insuranca Industrizs

1. Banks. finance companiss. frust invastmeant companias, cusrancy brokarags companias

2. Insurancz sompanies (the sharz of lifz-insuranca companies is [23s than 50%)

3. Securily companias {confined to A shara consignmant-in, B sharz, H shara and governmeant and company bonds consignmant-in and
transaction, the forsign-capital is l2ss than one-third), sacudty invastment fund management companizs (the forsign-capital is l2ss than 43%)
4. Insuranca broxarage companias

5. Futuras companies (Chinese should hold the maijerity of sharas)

VIE. Rzal Estata ladustey

1. Devalopmant of pizces of tand {limited to 2quily joint ventures or contractual joint vanturss)

2. Consiruction and pparation of high-ranking hotals, villas. nign-class office buildings and international expivition centars
3. Real 2statz transaction in second-grada markal and medium and brokarags companias

1X. Leasing and Commarsial Sarvice Induslry

1. «. 43l consulting

2, Market Rasaarch (limitad to 2guily jeint vaniuras or contractual joint venturas)

3. Status anquiry and grads sarvice companies

XK. Scianlific Rasaarch ang {zchnical Sarvicas Indusines, Gaological Prosgecting

1. Mapoping companias {Chinas2 partner shail hold the majority of sharzs)

2. Inspaciion, veriication and 2ttastalion companies for imported and exported geods

3. Photograpiyy sanvice {including trick photography lixe airphotegraph, axcegt maping aarial photography, limited {o 2quity joint vanturas)
XI. Education 1. Common high schoel 2ducaiion mechanism

Xli. Art, Sperts and Entertainmant Industrizs

1. Production and publization of broadeasting and TV programs and film-making fimited to contractual joint vaniures)

2, Censtruction and oparation of cinemas {Chinase partner shall hold the majerity of shares)

ke struction ang operation of large theme park

4, Brokering agency of stage performances

5. Operation of antertainment places (limited to joint venture and contraciual joint ventura}

XUI. Other industrias restrictad by the State or international treaties that China has concluded or taken part in

Catalogue of Prohibited Foreign Investment industries

l. Farming, Forestiry, Animal Husbandry and Fishery Industries

1. Cultivation of China's rare precious breeds {including tine genes in plants industry, husbandry and aquatic products indusiry)
2. Production and development of genetically modified plants® seeds

3. Fishing in the sea area within the Govemment jurisdiction and in in-land water

11. Mining and Quagrying Industries

4, Exploring and mining of {ungstea, molybdenum, tin, antimony, Auorite

2. Exploring, mining and dressing of radioactive minerat products

19/02/2018, 11:46 AM

+

e:/f{Usersfjohnoconnos/DocumentsfAustralian%20Paper/China%2...tment%20Industries%20{Amended%20in%202011)%20-. pdE.webarchive Page 15 of 17



Zatalogue for the Guidance of Foreign Investment Industries (Amended in 2011 - 19/02/2016, 11:46 AM

X. Art, Speris and Ertertainment Indusbies

1. News agencias

2. Businass of publishing, producing, mastar issuing, and imporing of books, newspapsr and pariodical

3. Businass of publishing, producing, mastar issuing and importing of audio and visual preducts and elegtronic publications

4. Radio statichs, TV stations, radio and TV transmission networks af verious 12vals (ransmission stations, relaying stations. radio and TV
satallitas. satallita up-linking stations, satailit2 raceiving stations, microwava stations, monitoring staticns. cable broadecasting and TV
ransmission nataorks)

3. Companies of pubiishing and playing of proadeast and TV programs

3. Companias of fims making. i33uing. businass

7. Naws wabsitz, network auciovisual sarvics, an fine sarvica location. intasnat art managamant

3, Construction and managament of golf cours2

3. Gambling industry (including gambling )

0. Eroticism

KL Other industnas

1..P"\iecis that endangar tha safzby and performance of mulitary facilifias

XII. Other industrnias rastrictad by tha Stata or intarnational frazfies that China has conclugzd or izken partin

Note:

1. In casa Maintand and Hoag Kong Closar Economiz Pannsarship Arrangemant and its supplameantary agreements, the Mainland and Macao
Closer Economic Partnership Arrangement and its supplementary agreemants. the Cross-3lraits Economic Cooparation Framewerk Agraament
and its supplementary agrzements, and ra2 trada agraameants signad betwesn China and other countries have made provisions otharwise, the

pravisions shail pravail.
2, ln case spacial provisions and industrial policy of the State Council have mada provisions otharwisa, the provisions shall pravail,

All information publishad in this wabsite i3 authentic in Chinase. English is provided for referance only.
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China Drives Global Growth for Calcium Carbonate Demand
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LONDON, May 10, 2012 /PRNewswirg/ --
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Ground and Precipitated Calcium Carbonate: Global industry markets and outlook, 20112 [1st Edition)

The facus of the calcium carbonate industry is changing. Demand and production levals ars rising in Asia
3~ *he mors traditional marksts of Europe and North America face thair own challenges. Asia is now the
i. st growing regional markst for ground calcium carbonata (GCC) and pracipitated calcium carbonate
{PCC), mainty driven by the expansion in the Chinesz papsr and plastics sectors. According to the latest
report from Roskill, in total, tha region consumed almost half of the GCC and PCC global demand of 74M¢
in 2011, with China alone taking over 20%.

Paper remains the primary market

The use of calcium carbonate by the paper industry has grown significantly in recent years, in part reflecting
an overall ingreass in paper production. Paper output in Asia ros2 by nearly 8%py over the past decade
aided by the construction of new large scale paper mills. Demand for GCC and PCC also grew because of
increased mineral loadings in paper to reduce consumption of more expensive pulp and to meet the rising
demand for high-brightness paper.

The plastics industry is the second largest market for calcium carbonate and the Asian region leads the
world in tarms of consumption. Roskill estimates that just under 560% of global GCC consumption in
plastics is in Asia and for PCC, this share is even higher at ovar 85%. These figures reflect the increasing
cencentration of the plastics industry in Asia and the fact that PCC has been used in the Chinese indusiry

for far longer than GCC.

PVC providing growth momentum in China

Both minerals are widely used as fillers in rigid PVC, which is produced in large amounts (over 36Mt in 2010}
& Hften has high mineral loadings. Growth in PVC demand in industrialised countries was adversely
affected by the recession in the construction industry in the late 2000s. Chinese PVC production, however,
has risen by an average of 17%py over the fast decade and by 2010, Chinese companies accountad for
over 40% of world PVC capacity.

GCC capacity widespread

Global combined capacity for GCC and PCC is over 100Mtpy. GCC capacity is estimated to exceed over
80Mtpy and located in 70 countries, reflecting the wide avaitability of marble and fimestone raw materials.
Capacity exceeds 2Mtpy in only eight countries and is highest in China (20Mtpy) and the USA (>14Mtpy),
followed by Spain (3.7Mtpy) and Norway (3.2Mtpy}. PCC capacity is more concentrated than that of GCC
on a national level, with the total PCC capacity identified by Roskill as over 17Mtpy, with China accounting

for nearty half and the USA for a further 17%.

The calcium carbonate industry is characterised by a few muiltinational producers and thousands of often
very smalt producers. Twelve companies control around half of global GCC and PCC capacity. The three
leading producers (Omya, Imerys and MTH together holding over 40% of GCC capacity and 35% of PCC

capacity.
China leading growth in output

Growth in GCC and PCC output in recent years has been led by China. GCC production did not start in
China until the 1990s but its share of global calcium carbonate output is forecast to rise to over 70% in the
next few years. Combined production of GCC and PCC in China grew by 7%py between 2008 and 2011,
equally divided between the two forms. Much of the recent increase in output was of dry ground calcium

tp:ffwww.prnewswire.com/news-releasesfchina-drives-global-growth-for-calcium-carbonate-demand-150938735. htmi Page 1of 28
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Chins Davelopmeni Bank Sacks Indonasian Pulp and Paper Sactorin Landmark Daal Win APP

» Investment provides much ngsdad boost ip local aconomy in South Sumaira, oroviding 10,000

AAKARTA, 3 October 2013 — APP through PT. OK! Pulp & Paper Mills {OKI), today complatss 3
L 31.8 billion isan transaction with China Davelopmant Bank {CDB) for the devalopmant of what
will be Indoneasia’s Jargest pulp mill.

The transaciion, which was witnessed by Indonesian and Chiness Presidents, Susilo Bambang
Yudhoyono and Xi Jin Ping , 1s one of the largast aver single transactions betwean tha tvo
counirizs. Tha total investment in the naw mill, located in South Sumatra, is $2.5 piflion, most of
which s fundzd through the CDB loan. with the remaining $800 million fuaded by capital raissd by
the sharsholdar

The Govarnmant of Indonasia has daclarad Pulp and Papar as one of the priority industrias in its
National Indusiry Policy. It hopes that Indonesia will grow to be the fth largest producing country
by 2025, in ling with 1he Indonesian Economy Acczleration and Development Expansion vizwr alt videss ...
Mastarplan.

FLEMENTATION PLAN:
i0 HEYORD

Trade Minister, Gita Wirjawan, said; “Pulp and Paper is part of the foundation of tha Indonesian
economy and we balieve that the sector can grow in a way that will benefit the people of
indonasia, while also protecting our forests. We ars glad that the China Development Bank sharss
this view and is providing capital to give the industry an economic boost.”

The OKI milt wifl be constructed in an under-developad part of South Sumatra province and will

‘ps:ffwww.asiapulppaper.com/news-media/press-releases/china-development-bank-backs-indonesian-pulp-and-paper-sector-tandmark Page10of3




China Development Bank Backs Indonesian Pulp and Paper Sector in Landmark Deal With APP | APP

hive a projactad annual capacity of 2 million tonas of pulp and 500,000 tonnas of ssus. As s the
case with alt ARPP mills. PT. OKI Puip & Paper Milis will only usa planiation wood for its raw
materials. and is commitizd {0 zero deforastation in s supply chain. APP will also apply tha
orinciplas of Fraa. Prior and Informed Consant (FPIC a5 part of tn: mill s Javzlooment procass
This commitmani was launchad by APP's Chairman, Tegun Gandsa Wijays. in Fsbruary 2013 a3

part Of APP's Foras:

3
-
e

anssreanon Policy

Mr. \f\ihava said: "The Indenasian Govaramant wants our 324to7 1o grow s0d wa 3rs committad i

supporting tham in s 21M 12 Samani iha Zountry's position 23 a gl: 3i pizyarin pulp and paper
Wa ars inva achnology availablz o wr2ate tha world s most 2dvancad puld and

nvirgnmanial imaacT

are surranily vy Bmin

P03, Tha miiwill 13
world cay. S.2an and s2H suffisiznt 3n

other produsisn wasis such 23 wWod

i ncal Souih Sumausz authoriues have 23hmazaed that tha
SO By m3r2 0an 35%. of an ovarzll S0P growth of 9% Tha invesirant:s also walcomad oy

local aumtadias Sacaus? siraizgically the asvelopmant will includa sup oc'-:m-; mirasirusiure thar

improves zccess 10 iha ramore arsz. Additionally,
amployad iocally instazd of having 1 migrais 10 othar 27223 1o 0ok for 1503

For mors information and comments, pleass contact:
APP indonesia

Darragn Qo Global Haad of Communications

T. {82-21) 28550300

L darragh_ooi@anp.co.id

r

JUT APP

Aslz Pulp & Papar Group {APP) is a trade nama for & group of pulp and papar manufacturing
compani2s in Indonesia and China. Tha APP Group of companias is anz of the world's largast
variically integraied pulp and papar companies, with an annual combinad pulp. paper, and
converting products capacity of over 18 million tons. APP-Indonzsia and APP-China currenily
markat their products in morz than 120 countries across six continents. Tha majority of APP's
production facilities are Chain-of-Custody cenified by SVLK, LE| and PEFC

APP faunched its Sustainability Roadmap Vision 2020 in Juns 2012 and its Forast Conservation
policy in February 2013, to further improvs its environmantal performanca, biodiversity
consarvation, and protection of community rights. Morg information can be found at

www. asiaputppaper.com
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New round of pulp and paper expansion in Indonesia: What do we know
and what do we need to know?
Prepared by Krystof Obidzinski and Ahmad Bermawan

Introduction

Since the late 1980s, Indonesia’s pulp and paper industries have expanded rapidly to push the eountry
into the ranks of the world's top 10 praducers. Indonesia's pulp production capacity grew from
606,000 10 7.9 million metric tons per year between 1988 and 2010, while the paper industey's
pracessing capacity rose from 1.2 million to 12,2 million tons per year, In the same period, pulp
production has Increased from 368,000 to 7 million tons, and paper production increased from
930,000 tons to 10.5 million tans (APKI 1997, Ministry of Industry 2011), tn 2010, pulp and paper
products generated USS5.7 billion in export earnings. The industry accounts for approximately 1
percent of Indonesia’s GDP. In 2010, the industry provided approximately 250,000 Jobs excluding
those in the timber plantation subsector {Ministry of Industry 2011),

Despite the economic patential, literature sources indicate some long standing structural probiems in
the pulp and paper sector, §ince its extabtishment in the tate 19805, the patp and paper industry has
been heavily reliant on the natura) forest for timber (Bare 2001). The high growth that has oceurred in
the pulp and paper industry has proceeded far mare rapidly than efforts to secure a sustalnable supply
of raw materlals through the development of pulpwood plantations (Cossalter 1998), To dase,
Indonesia’s pulp mills have relied heavily on unsustainable and much of which is ahtained through the
elear-cutting of natural forests, As of 2010, key pulp and paper producers in Riau, Sumaten, sowrced
more than half of their raw materinl from the converston of nataral forest (IWGFF 2011), Altliough
extensive timber plantaticn development programs have bren implemented over the years, the supply
of timber available from these plantations remains to be Insufficient. As a result, the pulp and paper
industry has been associated with negative environmentat impacts. The development of timber
plantation has olten been carried out by displacing forest communitles, resulting in contlice (Human
Rights Wateh 2003),

The growth of [ndonesia's pulp and paper Industries has involved an aggregate capital investment of
at least USS16 hillion by 2010 (Ministry Industry 2011). The fact that Indonesian companivs have
made investments on this seale without first securing a Jegat and sustainable raw material supply,
however, sugpests that many of these projects carey a substantial degree of financial risk. To a
significant degree, Indonesian pulp and paper eompanies have been motivated to invest such farge
sums in high-risk projects because their owners have heen able to aveld much of the financial risk
involved. The Indonesian government has provided substantial capital subsidies to pulp and paper
producers, inciuding the provision of pulpwood fiber at coxts well below its stumpape vihse, The
government’s weak regutation of the nation's financial systemn haz enabled pulp and paper companies
to employ a variety of illegal practices ta abgain discounted finance. Also, international inancial
institutions have helped Indoneslan producers to borrow billions of dollars from offshore Investors
without rigorously assessing either the long-term viahility of those s’ ber supplies or the legatity
of their financial practices {Barr 2001).

Long term visfon of Indonesta’s forestry sector and the rote of pulp and timber
plantations

Despite these shortcomings, the pulp and paper and timber plantation sectors are seen as the corner
stone of the future of Indonesia’s forestry sector, Indonesia’s National Long Ferns Farestry Plan
envisages that by 2025 timber plantations will cover 14.5 million hectores and wilt annually produce
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over 300 million m3 of tinber {Ministry of Forestry 2006). A large part of this volume Is expected to
suppurt the growth in the pulp and paper secwor, As a result, timber plantation and pulp mill
investments continue receive peiurity consideration by the government. In April 2011, the Ministry of
Forestry (MoF) announced several large investneats in the pulp and timber plantation sector (Bisnis
Imlonesioe 2011} The new investiment plan envisages the construetion of 7 new pulp mills with the
capacity of nearly 5 million tons and nearly 2 million heceares of new timber plantations (HT'1) with
the overall cost of USD 14 bitlion, The plut is w be Implemented by 2017,

The new fnvesement In timber plantations and puip mills is presented by MoF as a policy step chat will
lelp to bring about the transformation of Indunesia’s wood-working sector from one that is currently
in dectine and suffers from shortages of tmber tw one that is a major contributur to the Indonesian
econamy iand is based entively on timber plantations. The expansion program is a key element in
Mol*s long-term plan o revitalize forest industries, butitalso is expected o reduce rural poverty,
ereate jubs, and stinwlate economic development,

While the timber plantation and pulp industry are brosdly seen as an important past of the future of
Indanesia’s forestry seetor, the curcent expansion plaag raise 4 number of concerns. The new
expansion comnes at the tme when the wood industey in Indonesia stib fees serlous shorages of raw
material.

According to CIFOR estimates, in 2008, Indonesia's wood processing sector had a deficit of at lease §
million m3 of timber, This tevel of deficit already I a significant buprovement in comparison t eardier
years, More effective goverament measwres o curh illegal logging have contributed to thls success.
Anaother main cause was a dramatie inerease in the production of plantation timber in 2007 and 2008,
as reported by the Ministry of Forestry, The significant increase in the production of plantation timber
is a remarkable achieveinent, Howuever, there are eoncerns about the aceuraey of the sudden increase
of timber production In these years beeawse of @ decline in the plantation establishment rate 7-8 years
prive (2000, 2001} when plimtation timber coming online in 2007 and 2008 would have been planted,
Ity be that plantation tmber volume in these two yewrs increased dramatically due tw the
cumulative elfect of plinting over a longer period of tine, However, it is not clear how these estimates
have been arrvived at s therelure likely thit natural furest clear cuts continee to be an important
souree of Limber for the pulp industry. ludeest, MoF statistics show that imber production from wood
utilization peemits (IPK}, or elear cuts, has quadrupled from 1.6 million m3 in 2004 to 6,6 million m3
ian 2009, Similavly, o veceat veport by the Indonesion Working Group un Forest Finance (IWGFF) shows
thatin 2010 more than hatf ol the puelp aad paper sector's timber supplies in Riau came from natural
ferests,

Fhe Bisnis Indonesia article also shows the new expansion plans for timber plantations and pulp milts
largely targets Kalimantan and Papua, This is a canse fur e i as welk, Therve are ample areas of
degraded fand that could be used for tmber planuatons in Kalbmantan (East Kalimantan alone has 9.6
millias ha of degraded taad), Buethe fact that targe plantation areas are simed for Papua is worrisome
beeause degraded land there is scaree, Thiz implies that some natural forest may be cleared for timber
plantations, As a result, beeause the capacity expansion of new pulp industries would prolong the
timber supply-demand gap, and beeawse there is uncertainty about whether or not new plantations
can be developed soon enough, itwould be pradeat to close the exissing supply-demand gap first
befure adding additional Industrial capacity,

Probilems with sustainable supplies of timbor from plantations

One of the most fundamental problems Geing the pulp sector, and ether wood -processing dustreies,
in Indonesia today is the uncertainty over the extent of available wood fiber froan industrial and
sinallholder plantations. According to Ministry of Forestry {(Mof) statistics, the sourcing of timber
fraom plantations has in sed dramatically since 2007

R W e A M
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HTi Planted Aren (ha) | Comulative Area (ha) | DT _‘__me__..ﬁ.___n:::
2000 02,317 2610872 1,702,604
2001 67,472 2,606,344 5,567,202
2002 118,508 2,004,852 4242592
2003 124,691 2,929,543 5325772
2004 13L914 3061457 7,329,026
2005 163,125 224,512 12818199
2006 237,099 1461 601 11,451,249
2007 412,921 A171,602 20,614,209
2008 305,465 4,140,067 22,321,085
2009 279,959 460,026 18,953,930
2010 457,239 4.917,265 10,566,254
2011° 107319 5024504 5,429,290

Source; Ministry of Forestry (2011a,1) Note: : figures by secend quarter of 2011

While impressive, this growtly is problematie, (findeed the area of productive timber plantations
reached 4.9 million hectares in 2010 with a conservative Mean Anawal Increment of 15 m3 per hectare
per year, this means that Indonesta should have mature, ready to harvest, standing stoek of abowt 73.5
million m3 of timber that year. The reported production Is signifieantly lower and calls into question
the veracity of forestry statlstics,

Perhaps recognizing the above mis-match carly, In 2006 the MoF announced an ambitious plan to
acceierate the development of timber plantations with their Inng-term strategie plan for 2006-2025,
The main focus of this plan is the revitalization of ldonesia’s forest Industries (Ministry of Foresury
2006). Under this new paolicy, the government planned ta establish 9 million hectares of new timber
plantatians by 2016 (Sinar Herapan 2006). OF this watal, approximately 5.4 million hectares will he
smallhalder community veatures called HTR (Hutan Tanaman Rakyat, comnenity plantation forest).
The remaining 3.6 mitlion hectares will be developed The main compenent of this new policy, H'TR,
was planned for 102 districts In cight provinces in Kalimantan and Sumatra [stands {Ministry of
Forestry 2007}, but it was soon thereafter extended to all of Indonesia (Sugiharto 2007}, By 2010, it
was targeted that 5.4 million hectares of land would have been allocated, and 1.97 million hectares
would have been actually planted, Onee productive, these new plantations are expected to produce
enough raw materlais to spur growth in the timber Industry sector {Kompas, 2006).

However, after nearly four years of implementation, anly a handful of HTR applications have been
approved by the Ministry. By mid 2011, the Ministry has allocated 650,000 ha of land For HTR
concessions in 26 provinces, while approved HTR permits ecovered only 127,000 ha (Ministry of
Forestry 2011). These figures fall far short of the offictal target of 5.4 million hectares of land that
should have been allocated, and nearly 1.97 million hectares that should have been planted according
to the original plan. This stow pace of develapment is pussling because the industry and community
timber cooperatives Inltially responded onthustastically to the poli V.

Although tinber plantations are undoubtedly cructal for the long-tern sustainability of Indone:
forestry industries, there are several challenges that hinder the development of IR, First, the
financlal feasibllity of HTR ~ especially those growing Sher for pulp and paper mills - is less attractive
{Schneck 2009). Tt Is not clear if the government guarantee on the marketing of tinber will e
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implemented, and how itwill woerk, HTR is alsa less attragtive compared to other options, such as oil
palng i rubbee {(Rohadi et ol 2010), Second, the amount of degraded production forest
unencumbered by any proprietary claims seems available on paper only, For example, the lind
designated for HTR in Rlau Provinee is slightly over 350 000 ha for the period of 2007-2016, However,
aceording tu the Provineial Forestry Office, only about 4 000 ha are considered clean and clear while
the rest of the Jand s claimed by local conununities er encrogched upon by migrants, A related
problem is that any faad that can be found for LR plantations is likely te be fragmented and
seatterad, ' the land is dispersed, wansportation cost will increuse, towering the profit from HTR for
the smallokders. Thivd, TR has not provided business certuinty. Onee community group receive the
permit, it eanpot be traded, tansterved orinhecited, thues seriously limiting household management
vptions. Fourth, although HTR is bueled by huge financial support, the application for funding under
HTR program has to be submitced in fakarta, Tlds means that local applicants will seed to team up
with companies and Individuals with a knowledge and access to appropsiate channels at the Ministry
of Forestry, Finally, While one of the officially stated objueetives of 1110 policy is to rehabilitate
degraded natural forest, itis not clear what “degraded natural forest” means and what eriteria are to
be used to locate iton the ground, In practive, it may lead to significant removal of residual patural
forest cover before planting Is inplemented. This Is because the werm degraded production forest {s
alten equated with logged over lovests (Obidzinski and Dermawan 2010).

Emplications and ways forward

Industrial trber plantations in Indonesia play an important economic and environmental role and
their significance will grow in the Ruture. They feed the pulp and other waod-working industries. They
atso help regenerate deforested arcas, Likewise, the capital intensive aad technologi ally advanced
pulgand pager seetor plays a major role i the future of lidonesia’s gimber sector,

However, the fet remains that carvently nearly lalf of the wood fiber demasd i the pulgp sector
continues urbe et with Umber sourees fram natural forest clear-cuts, Therelore the size of the
recently proposed expansion, the plan for rapid Implementation, not eatirely clear contribution tw
polley objectives of reducing poverty, ereating jubs, and stimulating econamic growth, as potentizlly
aegazive lnpacts on forest, call for additiona) e and care te be taken to study these aspects of the
grogased investment program.

Care must be taken to ensure that sew timber plantation Investments are developed on degraded,
non-forested land to ensitre that the recently anncunced moratorium on the conversion af primary
forests and peatlands |5 not undermined by the demand for industrial Gber, The Indoneslan public
needs t know more about plantation and milk investment plans as many peeple in raral arcas will be
alfected by them,

Greater disclosure of Information Is alse needed given the large size of this expansion and vast
finaneial resourees o he invested (USD 14 billon). 'The finanelng agencics that are expected to support
this expansion pregram need to have a clear widerstanding not only of the potential economic returns
butalse of the costs, impacts, and trade-ulfs,

They need to know where and low the land will be acquired and what kind of arrangenents will be
made with locat bind users, Finally, more policy options e needed to create incentives for rural
cenmmunities to make tree planting an eeconomically feasible pursait. This Information is urgently
needed o inform the current pulp and timber expansion plans so they do not aggravate the problems
but contribute to a better future for Indonesian forestry,
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Pulp Based On Monthly Weighted-
Average Prices
Comment 13: [f the Department
Continues to Calculate Moathly
Weighted-Average Prices for Donghae
Pulp, Certain Methodological
Corrections Ace Required
Comment [4: Hansol's Arguments that
Donghae Pulp is Owned or Controlled
by the GOK
Comment 15: The Benefit Caiculation
for Donghae Pulp's Sale of Pulp Must
Account for Prevailing Market
Conditions
Comument 16: Whether Usance and
Document Acceptance Loans Provided
Qutside of the ACCL Program Are
Countervailabte
Comment 17: Whether the Depactreent
Should Pro—Rate Benefits on D/A Loans
Under the Korea Export [mport Bank
"vEXIM ) Program
© mment [8: Source Data of the
Benchmark To Be Applied to D/A Loans
Under the KEXIM Rediscount Program
and Usance Loans [ssued by GOK
Authorities
Comment 19: Calculation of Benchmark
To Be Applied to D/A Loans Undec the
KEXIM Rediscount Program
Commeant 20: Whether Commercial
Paper and Corporaie Procurement Loans
are Countervailable
Comment 21: Use of Company—-Specific
Benchmark to Measure the Benefit to
Hansol Under KEXIM's Export and
fmport Credit Financing Program
Comment 22: Use of Non—-Company-
Specific Benchmarks for KEXIM's
Import and Export Credit Financing
Program
Comment 23: Whether Hansol Received
Countervailable Benefits Through the
KDB's Placement of its Corporate Bonds
_ Tamment 24: Whether Loans from the
~ lustrial Base Fund (IBF) Constitute
Countervailable Export Subsidies
Comment 25: Benchmark Rates foe
Long—Term Korean Won~Denominated
Loans
XIII. RECOMMENDATION
[FR Doc. E7-21036 Filed 10-24-07; 8:45 am|
AILLING CODE 3510-D5-8§

DEPARTMENT OF COMMERCE

international Trade Administration
C-560-821

Coated Free Sheet Paper from
Indonesia: Final Affirmative
Countervailing Duty Determination

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: The Department of Commerce
(the Department) has reached a [inal

determination that countervailable
subsidies are being provided to
producers and exporters of coated free
sheet paper (CFS) from Indonesia. For
information on the countecvailable
subsidy rates, please see the “"Final
Determination™ section of this notice.
EFFECTIVE DATE: October 23, 2007.

FOR FURTHER INFORMATION CONTACT:
Sean Carey. Nicholas Czajkowski, ot
Gene Calvert, AD/CVD Operations.
Office 6. [mport Administration.
[nternational Trade Administration.
U.S. Department of Commerce, Room
7866, L4th Street and Constitution
Avenue, NW, Washington, DG 20230:
telephione: (202} 482-3964, (202) 482~
1393, or {202) 482-3586, respectively.
SUPPLEMENTARY INFORMATION:

Case History

On April 9. 2007, the Department
pubtished Coated Free Sheet Paper from
Iadonesia: Notice of Preliminary
Affirmative Countecvailing Duty
Deterrnination. 72 FR 17498 (April 9.
2007} (Preliminary Determination).
Sinee the issuance of the Preliminary
Determination, the following events
have occurred. On April 10 and May 18,
2007, the Department issued
supplemental questionnaires to the
Govecrnment of [ndonesia (GO and to
PT. Pabrik Kertas Tjiwi Kimia Tbk. (TK}
and Pindo Deli Pulp and Paper Mills
(PDj (the respondernt companies). On
April 20 and May 24, 2007, the
Department issued initial and
supplemental questionnaires to the GOL
and to the respondent companies
regarding the petitionec’s Decernber 15,
2007 additional allegations concerning
debt forgiveness. Both parties submitted
timely cesponses to all of the
Department’s questionnaires and
supplemental questionnaires.

On May 2, 2007, the Department
aligned the final determination in this
countervailing duty investigation with
the final determination in the
companion antidumping duty
investigation. See Coated Free Sheet
Paper from Indonesia, the People's
Republic of China, and the Republic of
Korea: Alignment of Final
Countervailing Duty Determinations
with Final Antidumping Duly
Determinations, 72 FR 24277 (May 2,
2007). On May 10, 2007, NewPage
Corporation {the petitioner) requested a
hearing pursuant to 19 CFR 351.310(c}
and the Department's Preliminary
Determination.

On June 18 and June 19, 2007, the
petitioner and. the respondent
companies submitted new factual
information concerning the
Department’s investigation of the “GOI

Provision of Standing Timber for Less
than Adequate Remuneration,” or
“stumpage.” On June 28, 2007, the
petitioner submitted rebuttal comments
regarding the respondent companies’
new factual information submission.

From June 25 through fuly 13, 2007,
the Department conducted verification
of the questionnaire cesponses provided
by the GOl and the respondent
companies. On fuly 13, 2007, the
petitioner filed an upstream subsidy
allegation. claiming, in accordance with
section 771A(a) of the Tariff Act of
1930. as amended, (the Act), that {1} a
subsidy. other than an export subsidy,
has been paid or bestowed on an input
oroduct that is used in the manufacture
or production of merchandise subject to
a countervailing duty proceeding; (2}
the subsidy bsstows a competitive
benefit on the merchandise: and (3) the
subsidy has a significant effect on the
cost of manufacturing or producing the
mecchandise. On July 23, 2007, the
respondent companies filed rebuttal
comments. and on August 10, 2007, the
petitioner filed surcebuttal comments on
this allegation.

The Department issued verification
reports on August 24, 2007: see
Memoranda to the File, Countervailing
Duty Investigation of Coated Free Sheet
(CFS} Paper from [ndonesia:
Verification of the Questionnaire
Responses Submitted by Ministry of
Forestry and the Ministry of Finance;
Countervailing Duty [nvestigation of
Coated Free Sheet Paper from
fadonesia: Verificatioa of Cross—
Ownership and Debt Restructuring for
the Asia Pulp and Paper/Sinar Mas
Group; Countervailing Duty
[nvestigation of Coated Free Sheet Paper
from Indonesia: Verification of PT Pindo
Deli Pulp & Paper Mills and PT. Pabrik
Kertas Tjiwi Kimia (Paper Producers/
Exports] and PT Cekrawala Mega Indah
(trading company); Countervailing Duty
Iavestigation of Coated Free Sheet (CFS)
Paper from Indonesia: Verification of
the Questionnaire Responses Submiked
by Pulp Producers PT. Lontar Papyrus
Pulp and Paper and [ndah Kiat Pulp
and Paper Tbk.; and, Countervailing
Duty Investigation of Coated Free Sheet
{CFS) Paper from Indonesia:
Verification of the Questionnaire
Responses Submilted by Forestry
Companies PT. Arara Abadi, PT.
Wirakarya Sakti, PT. Finnaniara Intiga,
and PT. Riau Abadi Lestari.

On September 5 and September 6,
2007, the petitioner, the GOL, the
respondent companies, and the United
Steel, Paper and Forestry, Rubber,
Manufacturing, Energy, Allied
{ndustrial and Service Workers
international Union, AFL-CIG, CLC



Federal Register/Vol. 72, No. 206/ Thursday, October 23, 2007/ Notices

60643

(USW}, a domestic interested party to
this proceeding. timely filed case briefs
regarding our Preliminary
Determination. On September 11, 2007,
the petitioner, the GOI, the respondent
companies. and the USW each filed
rebuttal comments regarding our
Preliminary Determination. At the
Department’s request. the petitioner, the
GOL and the respondent companies
removed what the Department
determined to be new factual
information from their comments and
rebuttal comments regarding the
Depactment’s Preliminary
Determination. and resubmitted those
comments to the Department on
Segtember 18 and September 19, 2007.
n September 7, 2007, the
Department issued the interim anatysis
of two additional subsidy allegations.
We explained in the Preliminacy
termination that because we had only

recently initiated investigations of these
two programs. there was not sufficient
time to gather information and analyze
the countervailability of the programs
for the purposes of the Preliminary
Determination. See the Memorandum to
David M. Spooner, Assistant Secretary
for [aport Administration fror Barbara
E. Tillman. Director, Otfice 6. AD/CVD
Operations, Countervailing Duty
Investigation: Coated Free Sheet Paper
from Indonesia; Post-Preliminacy
Analysis of Two New Subsidy
Allegations (Post-Preliminary Analysis).
The Department sat a separate briefing
schedule for parties to file comments
and rebuttal comments on our Posi-
Preliminary Analysis. On September 18,
2007, such commeants were filed by the
GOl and the respondent companies. The
petitioner filed rebuttal comments

_-~garding the Department’s Posi~

¢ 2limipary Analysis on September 25,
2007. The petitioner withdeew its
request for a hearing on September 10,
2007.

Period of [nvestigation

The period of investigation (POI) for
which we are measuring subsidies is

January 1, 2005 through December 31,
2005, which corresponds to the most
recently completed fiscal year for the
respondent companies. See 19 CFR
351.204(b)(2).

Scope of the Investigation

The merchandise covered by this
investigation includes coated free sheet
paper and paperboard of a kind used for
writing, printing or other graphic
purposes. Coated free sheet paper is
produced from not-more-than 10
percent by weight mechanical or
combined chemical/mechanical fibers.
Coated free sheet paper is coated with

kaolin (China clay) or other lnorganic
substances, with or without a binder,
and with no other coating, Coated free
sheet paper may be surface—colored,
surface—decorated. printed (except as
described below), embossed, or
pecforated. The subject merchandise
includes single- and double—side-coated
free sheet paper; coated free sheet papec
in both sheet oc rofl form: and is
inciusive of all weights, brightness
levels, and finishes. The terms “wood
free” or “art’” paper may also be used to
describe the imported product.

Excluded from the scope are: (1]
Coated free sheet paper that is imported
printed with final content printed text
ot graphics: (2) base paper to be
sensitized for use in photography: and.
(3) paper containing by weight 25
petcent or more cotton fiber.

Coated free sheet paper is classifiable
uader subheadings 4810.13.1900,
4810.13.2010, 4810.13.2080,
4810.13.5000, 4810.13.7040,
4810.14.1900, 4810.14.2010,
4810.14.2090. 4810.14.5000,
4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090 of the
Harmonized Tariff Schedule of the
United States (HTSUS). While HTSUS
subheadings are provided for
convenience and customs pucposes, our
written description of the scope of this
investigation is dispositive.

Scope Comments

On January 12, 2007, the respondent
companies filed a request to exclude
cast—coated free sheet paper from the
scope of the investigations of CFS from
Indonesia, Korea, and the People's
Republic of China. The petitioner
submitted comments on the respondent
companies’ request on January 19, 2007.
The Department analyzed both parties’
comments and denied the respondent
companies' request to exclude cast-
coated free sheet paper from the scope
of these investigations. See the
Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
Administration, Request fo Exclude
Cast-Coated Free Sheet Paper from the
Antidumping Duty and Countervailing
Duty Investigations on Coated Free
Sheet Paper, dated March 22, 2007,
which is on file in the Central Records
Unit (CRU), Room B0399 of the main
Commerce building.

On August 20, August 28, and
September 10, 2007, the petitioner
requested that the Department clarify
the scope of the antidumping and
countervailing duty investigations of
CFS paper from Indonesia, Korea and
the People’s Republic of China {PRC).
Specifically, the petitioner asked the
Department to “clarify that the scope of

the investigation includes coated free
sheet paper containing hardwood
BCTMP."

Because this was a genecal issue
pertaining to all six investigations, the
Department set up a general issues file
to handle this scope request. A hearing
on the scope request was held on
September 26. 2007. The hearing
comprised a public session, a closed
session for the antidumping
investigation from Kocea, and a closed
session for the countervailing duty
investigation from the PRC. After
coasidering the comments submitted by
the parties to these investigations, we
have determined not to adopt the scope
clarification sought by the petitioner.
See Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for [mport
Administration, entitled “Scope
Clarification Request: NewPage
Corporation” dated concuceently with
this notice, which is appended to
“[ssues and Decision Memorandum for
the Final Determination in the
Countervailing Duty [nvestigation of
Coated Free Sheet Paper from the
People’s Republic of China.”

[nitiation and Deferral of Upstream
Subsidy Investigation

O July 13. 2007, the petitioner filed
an upstream subsidy allegation.
claiming, in accordance with section
771Al(a) of the Act. that (1) a subsidy,
other than an export subsidy, has been
paid or bestowed on an input product,
i.e., pulpwood, that is used in the
manufacture or production of
merchandise subiect to a countervailing
duty proceeding, i.e., CFS paper: {2) the
subsidy bestows a competitive benefit
on the merchandise: and (3) the subsidy
has a significant effect on the cost of
manufacturing or producing the
merchandise. See 19 CFR 351.523. The
respondent companies filed rebuttal
arguments on july 23, 2007, and the
petitioner filed additional comments
and clarifications of its allegation on
August 13, 2007.

After fully considering all of these
submissions, we have determined that
the threshold requirements set forth in
tiie Act and the Department's
regulations for initiation of an upstream
subsidy investigation have been met.
However, we have simultansously
decided to defer the conduct of the
upstream subsidy investigation until the
first administrative review, if a
countervailing duty order is issued and
such a review is requested. See section
703(g)(2)(B){i) of the Act. A complete
discussion of our decisions to both
initiate an upstream investigation and
defer the conduct of such investigation
can be found in the “Issues and
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Decision Memorandum” from Stephean
J. Claeys. Deputy Assistant Secretary for
fmport Administration, to David M.
Spooner, Assistant Secretary for [mpart
Administration. dated concurrently
with this notice (Decision
Memorandum} and hereby adopted by
this notice.

Analysis of Subsidy Programs and
Commenls Received

The subsidy programs under
investigation and the issues raised by
interested parties in their case briefs and
rebuttal briefs on the Preliminary
Determination and the Post-Preliminary
Analysis, are discussed in the Decision
Memorandum. A list of the subsidy
programs and of the issues which
parties have raised is attached to this
notice as Appendix [ Parties can find a
complete discussion ofall of the

Jstdy programs, and issues raised in
wals investigation and the coeresponding
recommendations in this public
memorandum. which is on file in the
CRU. A complete version of the
Decision Memorandum is available at
http://wwuv.trade.gov/ia under the
heading “Federal Register Notices.”
The paper copy and the electronic
version of the Decision Memorandum
are identical in content.

Final Determination

In accordance with section
705(e)(1)(B}{i) of the Act. we have
determined a single subsidy cate for the
two cross—owned producers/exporters
of the subject merchandise. We
determine the total countervailable
subsidy rate to be:

Producer/Exporier Rate
. Pabrik Kertas Tjiwi
Jdmia Tok./PT. Pindo
Deli Pulp and Paper
MIIS s 22.48%
All Others .eeceneee 22.48%

In accordance with sections 703(d}
and 705(c)(5)(A} of the Act, we have set
the all- others rate as the rate for TK/PD
because it was the only producer/
exporter under investigation.

Suspension of Liquidation

In accordance with our affirmative
Prefiminary Determination, we
instructed U.S. Customs and Border
Protection {CBP) to suspend liquidation
of all entries of CFS from [ndonesia,
which were entered or withdrawn from
warehouse, for consumption on or after

April 9, 2007, the date of the
publication of our Preliminary
Determination in the Federal Register,
In accordance with section 703{d) of the
Act, we instructed CBP to discontinue

the suspension of liquidation for
merchandise enteced on or after August
7, 2007, but to continue the suspension
of liquidation of entries made on or after
April 8, 2007 and before August 7, 2007.

(f the [aternational Trade GCommission
(ITC) issues a final affirmative injury
determination. we will issue a
countervailing duty order, reinstate
suspension of liquidation under section
706(a) of the Act for all entries, and
require a cash deposit of estimated
countervailing duties for such entries of
merchandise at the rates indicated
above. [f the [TC determines that
material injury. or threat of material
injury, does not exist. this peoceeding
will be terminated and all estimated
duties deposited or securities posted as
a result of the suspension of liquidation
will be refunded or canceled.

[TC Notification

[n accordance with sectior 705(d) of
the Act, we will notify the [TC of our
determination. In addition, we are
making available to the [TC all non—
priviteged and non—proprietary
information related to this investigation.
We will aliow the [TC access to all
privileged and business proprietary
information in our files, provided the
{TC confirms it will not disclose such
information, either publicly or under an
administrative protective order {APO),
without the written consent of the
Assistant Secretary for [mpoet
Administration.

Return or Destructien of Proprietary
Information

In the event that the [TC issues a final
negative injury determination, this
notice will secve as the only reminder
to parties subject to APO of their
responsibility concerning the
destruction of proprietary information
disclosed under APO in accordance
with section 351.305(a){3} of the
Department’s regulations. Failure to
comply is a viotation of the APO.

This determination is issued and

published pursuant to sections 705(d)
and 777(i) of the Act.

Dated: October 17, 2007.
David M. Spooner,

Assistant Secretary for Import
Administration.

Appendix I: Issues and Decision
Memorandum

I Summary
[I. Background

Iif. Initiation and Deferral of Upstream
Subsidy Investigation

IV. Subsidies Valuation [nformation
A. Cross-Ownership

B. Attribution of Subsidies Provided to
Cross—Owned Input Suppiiers

C. Allocation Period

D. Loan Benchmark and Discount Rate
E. Creditworthiness

V. Application of Facts Available and
Use of an Adverse [nference

VI Analysis of Programs

A. Programs Determined to Be
Countecvailable
1. GOl Peovision of Standing Timber
for Less Than Adequate
Remuneration
. GOI's Log Export Ban
. Subsidized Funding for
Reforestation (Hutan Tanaman
[ndusteia or HTT Program): **Zero
Interest™ Rate Loans
4. Debt Forgiveaess Theough the
GOl's Acceptance of nstruments
that Had No Market Value
5. Debt Forgiveness through SMG/
APP’s the Buyback of Its Own Debt
from the GOE
B. Program Determined to Be Not
Countecvailable
Subsidized Funding for Reforestation
{Hutan Tanaman [ndustria or HTI
Program): Government Capitat
[nfusions into Joint Venture Forest
Plantation
C. Program Determined To Be Not Used
Subsidized Funding for Reforestation
(Hutan Tanaman [ndustria oo HTT
Program): Commercial Rate Loans

[ ]

VII. Analysis of Comments

Comment 1: Whether the Department
Should Find that SMG/APP Received
Upstream Subsidies on Purchases of
Timber from Non-Cross Owned Entities
and Consider the Legality Under which
This Timber was Harvested

Comment 2: Whether the Department’s
Cross—Ownership Regulations Provide
for the Attribution of Upstream
Subsidies to Cross-Owned Companies
Comment 3: Cross—Ownership of AA
and WKS with [K, Lontar, TK and PD
Comment 4: Widjaja Family Interest [n
Purinusa and Cross—Ownership
Comument 5: Cross—Ownership Between
AA and WKS

Comment 6: Cross-Ownership Between
WKS and Purinusa

Comment 7: Cross—Ownership Between
AA and Purinusa

Comment 8: Cross—Ownership of
Certain Additional Cormpanies That
Were Preliminarily Found to be Cross—
Owned with Companies in the APP/
SMG CFS Group

Comment 9: Whether the Provision of
Standing Acacia is the Provision of a
Good by the GOI to the SMG/APP
Forestry Companies

Comment 10: Specificity of the GOI's
Provision of Standing Timber for Less
Than Adequate Remuneration
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Couniervailing Daty Determination: Coated Free Sheel Paper
from Enctonesia

1. Sununayr

On 323. 29, 2007, the Departiment ﬁ._.n.,,_:_:r_rr (the Department) issued :.__2_ Feee w__c:

Unﬂ.:::n_: issued o memarandum rc:__:_z_:o our prelinsinaey analysis of the two new ...:c..:_v.
allegutions on debt forgiveness, See Menorindum fo the David M. Spooney, Assistant Seeretary

for _::.5: ?::::..:....:c: _“__.,:mr_. m.al:.: 1 n_xcwm. Depaty As

faper fromm __:_c:ri 1 Post-Profiminacy
{ Two New Subsidy Allepations, nm.:na September 7, 2007 {Post-Preliminar

Since the issuance of the Prefiminary Detemiination, the Department issued supplemes
questionnaires to the Gaveranent of Indonesia (GO nnd 1o P'F. Pabirik Kertas Tjiwi Kimia Thk.
(TK) and Pindo Deli Pulp and Paper Mitls (PD) (together, “respondent companics™

“SMG/APP CFS paper producers™, The Department niso issued initial and supplemental
questionnaires to the GO and 10 the respandent ecompanies regarding the December 15, 2007
additional allegations concerning debt forgiveness. olh parties submitied timely responses o
all of the Department's questioniaires and supplemental questionnai

"

Partics submilted two sets of bricls and rebuttal brielk, one in response to the Prelinigay
Determination and the other in response (o the Post-Preliningry Analvsis. Convments were
submitted by Newl'age Corpormtion {Petitioner), United Steel, Paper and Forestry, Rubber

Manutheturing, Energy, Allicd and fndustsial Serviee Workers hneenationst Union, AFL-CIO-
CLTC{USW), and the GOLand TK and #D (Respondenis),

The “Subsidies Valuation Ituroation™ nnd the “Analysis of Programs™ seetions below, set forly
aur determinations willt respect t the prograuns wader investigation as well us the methodologics
._E,__rn_ in analyzing these progrums. We hiave sbso nnalyzed the conments submitted by parties
in their case and rebuttal briets i the “Anulysis of Commens” scelion below, wlich alse
containg the Depiriment’s respunses 10 the issues raised in the briels, We reconnmend that you
apprave the positions deseribed i this memuranduns,

Below is o complete Nist of issues rised by the interested parties in their case and rebuttal briefs:

Comment 1: Whether the Departiment Should Find that SMG/APE Reeeived Upstrean
Subsidies un Purchuses of Timber rom Non-Cross Owned ntities and
Cuonsider the Legality Under which This Timber was Harvesied

Comment 2; Whether the Depariment’s Cross-Ownership Regulations Provide for the
Anribution of Upstream Subsidies w Cross-Owned Companics

Comment 3; Cross-Ownership ol AA and WKS with 1K, Lentar, TK and PD

Comment 4; Widjuja Fumity Imerest In Purinusa and Cross-Owaership

Comment 5; Cross-Ownership Between AA and WKS

Commen 6: Cross-Ownership Between WKS and Purinusa

Comment 7: Cross-Ownership Between AA and Purinusu

Cuonmsment 8; Cross-Ownership of Certain Additionn] Companies Thal Were Preliminarily
Found 10 be Cross-Owned with Companies in the SMG/APE CFS Group

Conunent 9 Whether the Provision of Standing Acacis is the Irovision of a Good by the

GOt 1w the SMG/APP Forestey Compunics
Comment 10 Specificity of the GOE's Provision ul Standing Timber for Less Than Adequate

Remunerition

Comment 11 Use of Malaysiun Export Statistics as the Starting Point for Deriving Stumpage
Benelmwks

Comment 12: "The Stumpage Rate Catealation Provided by Respondents in their Expert's
Report

Comment 131 Coleukiion of Species-Spe Benchmarks

Comment 14: Whether w Adjust the Beoclmisek for Movemem Expenses

Comment 157 Whether o Use Monthly Exchunge Raes

Comment 16; Whether o Adjust the Benchmaek for Bxpont Royalty Fees and G&A Expenscs
Caomment 17 Prolit Adjustment to the Benchmark

Comnent 18 Use of Actual Versus Acerued Stumpage Paymeins

Conment £91 Use of the FAQ's Conversion Factors

Comment 20: Whether 1o Adjust WKS' Log Harvest

Comment 21:  Adjusinents 1o the Sules Denominutor

Comment 22: Treatiment of Alleged Blegal Logging in Endonesia
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Comment 23: Indieations of Megal Logging Practices in Subsidizing Indoaesin's CFS Paper
tnduslry

Commient 24:  Examination of Log Purchases from Non-Cross Owned intities Under the Log
Export Ban

Comment 25; The Legality of the WTO"s Findings on fixport Resteains

Comument 26:  Whether Respondent Companies Cured Any Deficiency with Respeel Lo
Sctling Debi with COks

Comment 27:  Specificity of IBRA’s Acceptance of 311 Shares and COLs for the Repayment
of SMG/APP Deht

Comment 28:  The Effeet of IBRAs Qutright Debt Forgiveness an the Specilicity of the
Aceceplince of COEs for SMGIAPP Debl

Comment 2%:  Benefit from IBRA s Aceeptance of CObs as Settlement of Delit

Comment 30:  Whether an Adverse Inference Can be Applied in Determining that Qricons
was Alfilinted with SMG/APP

Comment 31: Specificity of IBRA's Sale of SMG/APP Debt to an Affiliale of the Qriginal
Deblor

Comment 32:  Whether the Information the Depariment Relied Upon Was Speculative nid
Circumstantinl

Comment 33:  Procedural Abnormalitics in IBRA's Sale of the SMG/APT Debl and
Specilicity

Comment 34;  Effect of the Lack of Reduclion in Debt on the Countervailability of the Sulc ol

SMG/ATP’s Debt 1o Orfeans

Comment 35:  The Appropristencss of the Department’s Reli
Adverse Inferenee

Coamment 36: Whether A Government Can Provide a Financial Comtribution When he Act js
THegal

ety Available with an

nee an

_u el _____ 1, _:n Uo?i::._: issueel ._:_io_:o_:.__ ::S:c::_:_ru _: the OO_
and ta TK and PD, The Department also issucd initind and supplemental guestionnisives to the
GOl and to TK and PD regarding the December 15, 2007 additional allegations concerning debt
forgiveness. Both partics submitied timely responses to nll of the Deparimenl’s questionnnires
and supplemental questionnaires,

riment aligned the final detennination in this countervailing duty i _:cn..:w._:c: witl Lhe
linal delermination in the companion antidumping duty investigation. Sce

24277 c(:c.. 2,2007). On May 10, 2007, New Page Corporation ?n:mc_?z requested a liearing
pursuani to §9 CFR 351.310(c) and the Department®s Peefiminary Detennination.

Paper _._o_: tndonesia, the People’s Republic of Ching, and the Republie of Korea: Aligniment of

On June 18 and June 19, 2007, the petitioner and the respondent eompaics submitted new
factual informwtion eoncerning the Department’s __:....u:m:_::. of the "GOl Provision of Standing
Timber for Less than Adequate Remuncration,” o ™ .:_:E._Wr.: On June 28, 2007, the petitioner

submitled rebuttal comments regasding the F...__c__a.._: congrinics’ new factwal infornution

subniission,

The Depactozent eonducted verification of the questionnaire responses provided by the GO! end
the respoadent companies from June 25 1 fuly 13,2007, On July 13, 2007, Patitioner fled an
upstresen subsidy allegation, clviming, in secordimee with seetion 771A(n) of the TerilT Act of
1930, a8 amended, (e Act), shat (1) subsidy, other than o export subsicdy, has been puid or
bestowed onan inpu product that s used i the manuficture or produetion of merehandise
subgjuct 1o countervailing duty proceeding: (2) the subsidy bestows a competitive benefit on the
merchandise; wnd (3) the subsidy has o significent elfeet on the cost of manufacturing or
producing the merchindise. On July 23, 2007, O respondent companies filed rebuttad
comnients, and on August 10, 2007, Petitioner filed surrebuttal comments on this uktegation,
The Department issued verification reparts an August 24, 2007, The Department issued the
Post-Prelimipary Analysis on September 7, 2007, Pacties timely filed briels and rebuttal bricfs
regarding our Preliviinasy Detennination.  Respandents :_zr_w lied u brief and Petitiones timely
filed o rebutial briet reganding the Post-Preliminary Apalysis, The petitioner withdrew ils request
tor 4t hearing on September 14, 2007,

On August 20, August 28, and Seplember Y, 2007, Petitioner requested that the Departient
clarify the seope of the aatidumping and cunntervailing duty investigutions of CFS puper from
budonesia, Korea and the People’s Republic of China te include conted free sheet paper
containing hardwood BCTMP, Beeause this request alfected oll six investigations, the
Department set up ageneral issues Ble to handle 1his scope request. Alier considering the
conmuments submiticd by the purties (o these nvestigations, we have determined not w adopt the
scope clarifiestion suught by Petitioner, See Memoraundun 1o Stephen J, Clueys, Deputy
Assistinl Seerclisry Tor Enpart Administeation, entitled “Seope Clarilieation Request: NewPage
Corporation” (Scope Memorandum), which is appended tw the “lssucs and Decision
Memarimun For the Final Determination in the Countervailing Duty Investigation of Couted
Free Sheet Paper from :E People’s Republic ol China” All conmments submined by the partics
to #ll six investigations ed in 1he Seope Memorsndun,

1L Loidatlow and Defeeenl of Upstrenm Subsidy Fnvestipation

O July 13, 2007, Petitioner liled an upstream subsidy siegation, cliiming, in accordance with
seetion T71AL) ol the Ack, that (1) o subsidy, other than an export subsidy, las been paid or
bestowed onan input product that is weed in the manuficwre or preduction of merchandise
suljeet to a counervaiting duty proceeding: (2) the subsidy bestows s competitive benefit on the
merchandise; awnd (3) the subsidy has a significant effeet on the cost of manufucturing or
praducing the merehandise, Sec alse 19 CFR 351,523, [ the allegation, Petitioner stales that, if

it}




V1. nalysls of Progrnms

Al Proprams Determined to Be Countervallnble

i GOI Provislon of Standing Thnber for Less Thae Adequaute Remuoaeration

According to the GOJ, virtually all harvestable forest lnd in Indonesin is owned Ly the Nationnt
Government, See Coated Free Sheet Paper from Indopesia: Response by the Government of
Indonesin ta the Unu:_.::n_: s Movember 30, 2006 Questipnnaire, (March 2, 2007) (Rebracketed
sponge), al page 13 (Uhere are 57 million heetares of public
Larvestable forest Innd; the mﬁ.m: heetnres of private farest Innd aceount for 0.4 pereent of the
total harvestable forest fand in Indonesin), The GO sttows timber to be larvesied Trom the
povemment-owned land under two miain types of licenses; “HPH™ fieenses to harvest timber in
the natural forest: and “HITE" licenses 1o establish and harvest timber from plantations, 17T
license holders pay “eash stumpage fees™ knowns as PSDI coyalty fees which are paid per unit of
timber hacvesied. In addition to paying PSDH fees, 1P leense holders pay & per-unit
Rehabilitation Fee (“dana reboisasi” or "DR™Y for timber harvested from (he natural Torest,!
License holders in Jumbi province also pay a PSIIA Tee for larvest from plamations. Based on
Petitioner's allegations that the stumpnge rates charged by the GO for harvesting govemment-
owned tintber arc less than the market value of the stumpage, the Deparimen initiared nn
investigation for the Provision of Standing Timther For Less Than Adequate Remuneration, Sce
Notiee c_. _:_:._:c__ cﬁno::_n_ variling Duty __E..m:n._:c:... nc_:nm ree Sheet Paper From the

1, 72 FR al 17503, the Department found that the "pravision of
standing timber™ (which is also referred 1o as stumpige) by the GO was countervailable becuse
the provision: (1) was specific under scetion 771 (SAYDIGN of the Act {limited 1o 2 gronp of
industries); (2} provided a finmncial contribution under section 771(3)(D)(Hi) ol the Act
(provision of goods or serviees ollier than general inftastmcture); and (3) provided » benefit
under seetion 77H{S)E)iv) of the Act (goods or scevices ave provided for less than acdeguate
remencration),

The Departinent found that the provision of standing timber by the GOl was speeific, in
accordance will section 77 [{SA)D)(iii} of the Act, beenuse it is available 10 a limited group of
industries. Information provided by the GOT indicnted that standing timber was provided by the
GOl to five industries during the POL. Fhese five indusiries compare to the 23 industries
identifted by the GO that existed in Indonesia ot the same fevel of industrial classilication (large
and medium manulheturing activities) m which the GO classified the industries that Tarvest or
consume timber.  As such, we found thit these five industries constitute a Simited group of®

industrics within the wniverse of 23 industrics identified hy the GO Therclure, we determined

P We refer to 1he PS DU, and PSDA Tees col

tively us "stunpiege fees,™
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that 1he provision of standing timber by the GO was de frete speeifie in sceordance with scetion
TTHSANIE) of the Act,

The Departnent found shat the pravision ol stsding timber provided o Anancial contribution as
deseribed in section 771(5)(D(i1) of the Act. Specifieally, the SMG/APP CES forestry
compites were _u::\:_r.._ r:c;v (pulp thmbee) by the GOL The Depiwrtment preliminwily
determined that the provision of limber provided » benefit ns deseribed in seetion 771 (5)(EXiv)
of the Act, 1o the extent that the GO reeeived less than adequate remunerition, when measured
against the market benehmark for stumpage, To mensure the udequacy uf remuneration {or the
Preliminery Detgnninution, based on the eriteria stipubated in 19 CFR 351.511(u)(2), the
Department seleeted Z.._.QV_ n eagort prives for variuus specivs of pulpwood as Use most
_._::st:.:.. F.v_.. for deriving n market-bissed stumpage benehmark, See Preliminr
Detepmination, 72 FR w 17503, On this basis, we preliminarily determined thut there was #t
benefit rr...._:_vr the stumpige fees paid by the SMGIAPP CFS forestry companies were less than
the benchavwk stampigge rates, See id,, 72 FR w 17503,

As diseussed b the Preliminary Deteqmipation, 19 CFR 351,51 Ea)(2) sets forth the basis for
idemilying comgarative benelininks for dewrmining whetler o govenument geod or service is
provided For less than adeguae remaneration, See id., 72 FR at 17503, These potentint
benchmarks are listed in hicragehical order by preference: (1) market prices from actua)
transactions within the coantey wder investigation; (2) world market prices Ui would be
aviilable to pueclasers in the country under investigations or (3) an assessmeat of whether the

povernment prive is consistent witle market principtes,

.

The “fivst ey

benchinark in e hiccrehy, aeeording 1o the regulutions, is un observed market
price fur the good, in the country under investigition, from u supplicr located cither within the
catntey, or votgide the country, See 19 CFR 35051 Ha)(2)(1). Sueh prices generally wouid be
expeeted 1o rellect most closely the commereiak enviranment of the purehascr under
investigiion, Thus, in usder 10 meet the “fhst :c_... benelmark hierarchy, the Department would
need 1o identify o observed market stampige price from a private supplicr in Jodonesia, Prior 1o
the publieation of the Pretiminary Dewermhmtion, the GO! Lud nwot provided sny informuation on
the sale of cither privanely-owacd standing thmber in Indenesia, o the smpnge Fees churged by
privide timber comprnics, Furthennore, given the insignificant percentage of harvestuble private
find in Indenesia, the Department would not luve been sble 10 rely on oy such privite stumpage
rates. As sueh, in the Preliminary Deleanination, the Departiment had no private slumpige dats
in Indonesin that could be evalumed Tor purpuses ol a *lirst ter” benelwnaek, See Preliminar
Determination, 72 FIt w7503,

The “second tier™ beachmurk, secording to the eepukations, relics on world macket prices thit
would be available 1o the purchinsers in the country in question, though not necessaeily relecting
prices of netual winsactions invelving Ul particutor producer, Sge 19 CFR 351,501 (@)¢2)(3). [n
g o oworld market price under this Ysecond ter™ appraach, the Deparoment will examine
the Ricts on the recard reparding the natare snd scope ol the msrket for that good to determine if
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that markel price would be available 1 an in-eountry purchaser. 'rior 1o the prelimil ary
delermination, Respondents provided information regarding stumipage rates in the United States
and argued that the Department should use U.S. stumpage eates as b benelmark, However,
_wcm_uc_an:_m were unable to demonstrate thil the types of U.S, timber they were suggesting for
comparison purposes are grown in similar conditions as those in Indoncsia, and ave similar to the
species harvested in Indonesin as pulpwood. As sueh, in the Prelimi mination, the
Department determined that U.S. stumpnge prices do not satisfy the “second (ier™ benclimark
requirements, See Preliminery Delonmination, 72 FR m 17503,

Respondents also provided infarmation an Makaysian stumpage rites for neacia, one of the
specics used to produce pulp and paper products in doncsia, as the appropriate basis for a
“second ticr™ benchimark, However, the information _mnﬁ_._s_io:_.. provided was o sludy
cammissioned by them for purposes ol this investigation, mnd consisted of o statenient of’ opiniun
that included no supporting documeniation to establish the authenticity of the ¢ figures used 1o
calculaic this benchmark rite. Additionally, the Department determined the ¢ Respoadents did not
address how Malaysian stumpage rates were representative of rates thal would be avastable to
purchaser i Tndonesin, As such, we detenmined that this data did not provide an sppraprinie
basis for a *second tier" benclmark, Sce fd,

Since we were unnbic 10 identify a benchmark under e “secand tier™ of lse ,dw:_._:::..
consistent with the hicrarchy, we measured the adequacy of remunesation by using the “third
tier” benchmark in the hicr :n_é. ipalated in 19 CFR 35151 H@)2)(i) (Le., i assessment ol
whether the government price is consistent with macket principles), The regulations do not
specify how the Department is to conduct such a market pr ::.__.._r analysisy the analysis depends
upon available information concerning the market seetor at issue nid, :FF_::. must be
developed on o case-by-cnse basis. Scg Preansble, 63 ¥R at 65377,

The GOl did net provide information or docimentation wltich demonstuuted that the : tvipage
fees it charges are ¢stablished in nceardanee witl market pringiples. Beenuse the g govermment
could not demonsirate that the price for stumpage was sct in accordance with market principles,
we vo.‘:n:na fos an g?.ov::_r proxy to determine o markel-bised stumpage benehimark. Sog
T2 FR a1 17504, As a result of the geograpbic proximity and the
similaritics of Torest no_z__:c_z climate, and (ree species between Indonesin and Malaysia, we
sclected Malaysion pulpwood export prices ns the most npproprinte slarting point for deriving a
market-bascd slumpage benehmaik for purposes of e Preliminary Detenmination. Sec id.
These export transactions reflected prices resulting fram private Irnsactions between Matlaiystnn
pulp log sellers and pulp log buyers in the internitional matket. As such, we found that these
lransactions represented market-deterniined pulp log prices. See id, Accordingly, we used the
valuc of pulp log exports from Malaysia dusing the POE, as reporied in the “World Trade Atlas.”
as the starting point for determining whether the GOT is providing standing tmiber Tor less than
Zna:..:n_.n_.::._n_.x:o:.mb..m_..wr

~2{}-

The Respndents eeported tiat seacio s MT1 were the types of pulpwouod i were lwvesled
from [UFT plamations Tor pulp and papes production in Dndonesia, and Usal AA, WKS, SPA, RAL,
unck Fl arvested one or both of these types of pulpwood from plamations during the POL,
Accordingly, we ealeulated two unit vadues from the Maluysian export datic (1) one for acaciy;
ik {2) one for MT1 chipwood und logs, See il To derive n unuket-based benelmark price lor
tndonesiun stumpage, we then sdjusted e Malaysian export pulp tog prices 10 remove the
Endunesinn costs ol extraction (harvesting) ol the stumding timber, See id, To determine the
lodonesiin harvesting costs (inchuding a resonable smount for profit sssociated with extr cion),
we used infonmiion contained in “Addicied to Remt: Corporate and Spatial Distribution of
Farest Resourees in Indonesing __:_U_E_:c:.. ol Forest Sus c:zw wnd Dc<..:=:_.2 Policy”
{Addicted o Rent), See Petition
pager Jrom Ching, Indunesia, and South Koren, Qeiober 31, 2006 (CES ?.:::3 a mi:a: 8.
This study, which was issued by the UK-tndenesin Fropical Forestry Manugement Pragranime,
provided the only independent source thig speeilies extztion costs and profit in Indonesia. The
amaunts in 1his report are $17 for exteaction costs and S5 for profit in connection with extenction,
See Preliminary Detenninglion, 72 FR a1 17504, We suliracted these costs from the benelumark
pulplog prices to derive o market-based stumpage benehanack price for Indonesia,

To mensure the benefit for the provision of studing tianber in the Preliminary Detemtination we
first examined the swmpage fees paid by the SMGIAPP CFS lorestry companies foracacin and
M chipwoud (eollectively, pulpwoad} en a per-unit basis, bused on the reported DR mnd
PSDH fees acerued by Respondents, We then compared the derived sturmpage benehmark prices

to the stumpage Tees and preliminarily deenmined thiat the GOI reeeived less than adequale
rensmeration For the stnding tmber during the POL, Sec id, 72 FR st 17505, We then
caleuliwed o per anit benefin (in cubic mewers) based on the diflerence between the benchmark
prices and stumpige prices. We then multiplicd the per-unit value by the appropriate acucia,
ML and Jog quantity, For neacia, we multiplicd tse peeunit vadue by the sum of AA and WKS'
PO! nencin hurvest and AA’S acnciin purchases from alfitimes RAL and FL. For MTH, we
multiplied the per-unit value by AA, WKS, and SPA’s POTMTH larvest. For logs, we
multiplied the per-unit value by the sum of AA wnd WKS® Jog sales 1o 1K sad Lontar, Where
necessicy, the Depastment converted harvest and puschase quantities from metrie wns to cubie
meters using the FAQ's conversion fhetor. See Caleultions for the Preliminar
for I'T, Pabrrik Kenus Tiiwi Kimia Tbk and PT, Pindo [Deli Pulp & Panee Mills, (March 29, 2007)
(Preliminary Cafeulition Mena},

tn their questionnaire respunses and eanse brief, Respondents argaed thal the provision of standing
limber was nel speeilic beenuse the use of [orest resources is not reswricted to a certain enterprisc
or industey, mixd no enterprise ot industry reecives a dispropostionate right 1o use the forests, We
have r::..:_ﬁﬁ_ his argument, in the context of additions] information gmhered since the

, the resufts of veriticution, und the rebuttal arguments, For purposes
of' this final determination, we continue to (ind, in accondance with seetion 771 (SA)D)(iiI) of the
Act, that the provision of slanding timber is speciic because it is availuble t only o limited
group of Industries (ie., the woud processing industrics), See Comment 10,
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Respondems aisa argued that the GO did not provide standing acacia to the SMOG/APP CFS
foresiry companics, beenuse acacin s grown by Ticense holders on planfations, and therefure, the
provision of stnading timber docs not provide a financial contribution (Le,, timber) to the
SMG/APP CI'S Torestry companics in accordance witly section 77 HSHIMGH) of e Act Tor
acacia. én have nozm_;n_‘nn_ ._:m argument in the context of additional information gathered since
the . the results of verification, and the rebutial argunents, The
Department conlinucs to ﬁ_:_ ::: the provisien of pulp timber, whether from the government-
awned natural Torest or gavernment-owned plantssion band, provides a Moanciat contribution
{i.c., inthe form of a good, standing timber) to the SMC/APP CES forestry companics, in
accordance with section 77 H{S)D)(ii1) of he Act, Sec Comment 9,

In their bricls, parties submitted comments regarding the approprinse basis for ealewlmting
stumpage benelimarks. See Cosnments E1, 12, and 13, Allercon H_S:_r these argumends, in
_F_: of additional information gathered since the Prefiminary Det L timely new factuad
information placed on the record by Pefitioner and Respondents, and the results of verilieation,
the Department has determined that a few modificitions are appropriste in ouy cateulation
methodology for measuring the benelit, First, based on information on the record and resulis af
verifieation, we found that both the GOI and the cross-owned SMGIAPP CFS group specifically
dilferentiste between pulpwood (nsber under 30 em in dijnctes) and fogs (timber over 30 envin
diameter), as well as between dilTerent species of pulpwood (Le,, nencia and MT1-BIIS/KBK
(MTH chipwood)). Sce. e.p,. GOI Verifieation Report, a1 page & see also Respondents’ Ma
Response, Bxhibit 3, Sceond, informmtion on the record shows that there were meranti and MT11
(campurnn) logs harvested by the SMG/ATPP? CFS forestry companics that were sold 1o 1K and
Lontar for pulp production, Scc Comment LY. Al purchises of puipwood during the PO by the
SMG/ADPP CFS pulp produgers were frony AA md WKS, 1wo of the live cross-owned SMG/APP
CFS lorestry compantics. AA and WKS sold o the SMG/APP CFS pulp praducers pualpwouod
they harvested during the POILL pulpwood they purchased from the other theee SMGIAPP Rvestry
companics, and pulpwood they purehased fron unaffilinted supplicrs, as well ss o sondl quantity
of meranti and cmnpuran logs for pulp, Incaleulating the beselit under this program, we are
sceking to cstablish a market-based benehmark that refleets (he stumpage fees the SMG/APP
CFES forestry companics should have paid for the timsher they harvested. We find that by
dilferentiating between puipwood and logs, and between acacin and MTH chipwouod, and
between meranti fogs and eamparan Jogs, in establishing our benelimnrks, our analysis more
accurately reflects fees the company would have otherwise paid for these various Lypes of thmber,
As such, we have determined thal the most appropriate basis for ealewlting the bene (it under the
provision of standing timber is o use n species-specifie benchmark for euch of Tour distinel typ
of timber (acacin, MTIT chipwood, meramti fogs, and campuran logs),
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Respondents argue that, where possible, instead of making adjustments 10 the Malaysian log
export prices based on information from the Addicted (o Rent stady, the Department should
calcutlate the benchmark rate based on a report By Profl D, Shalwahid Othman. We continue to
find, however, that the Malaysian cxporl statistics and Addicted 1o Rent study the Depariment
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used in e Prelimigy, Determination provides the most appropriate ba

eislenliting the
benehmark stumpage vutes for var auadysis, See Comuments 1 and 12,

b addition, as explained in the Cross-Ownership section above, the Depastiment continues 1o ind
thal eross-ownership exists, os delined by 19 CFR 351,525, wmong and across TK, P13, Lontar,
ANTK, WKS, RAL, SPA, und B {Lhe SMGIAPE CFS group). Tlowever, the Depurtaent s
determined the thvee additionad log suppliers found to be eross-owned in the Prelinin
Belermintion sire not cross-owned with the SMG/APE CFS group, Therefore, we are not
inchuding the valume of pulpwood supplicd by these three additional companies in our
caleulations for this program in this Aeal determination. See Cross-Qwnership Analysis and
Cosmiment 8,

The ﬁc_:__..::c_: s also determined that the netual PSDIIL DR, and PSDA Tees the logying
CngEIies _r.:_ during the PO1 should be used in the caleulation, 1n the Prelimina
» the Depuriment used whiat it believed o be the fees puid. See Preliminnry

I3 .E...EE:.::. T2 FR at 17505, However, we fourd mt verifieation that the susnpage fees
actually paid by many of the SMG/AP CFS Turestry companies differ significantly [rom the fecs
due o the GOL Seg Cowntervailing Duty luvestipative of Couted Free Sheey (CFS) Paper from
Indenesin: Verification of 1he Questionsaire Responses Submitted by Forestey Companies PT.
Avars Abadi, PT, Wirnkaryn Sukti, BT Fianantars lntive, and 871 Risy Abadi Lestary, August
24,2007 {Forestry Compaaics. Yerifivition Repory), al pages 26-27, While the SMG/APP CFS

[ ries included in their accouts an wmownt that may wlmately be collected by the
GO, we did st find that these smounts were actualbly paid 10 the GOl daring the POLL
Furthermore, it was unclear whethier such payments are cotlected by the GOI on uny eegular
bugis. Theretore, the Department has deternsined that using the PSDIE DR, and PSDA fees
actuastly puid is more appropriate for measuring the adequacy of remuneration. As such, we lave
sununed the PSDH, DR, sud PSDA Tees netunlly paid by the foresiry companies during the POI
annd compured this ansonnt 1o e muarket-based stumpige fees the SMGIATT CIFS forestry
comprnties shouwld have paid during the POL

To caleulate the benetit veectved under this progriun, we first multiply benchimark prices for each
of e Tour distinet types ol Limber (g, acaein, M1 chipwoud, meranti fogs, and cumpuran
Jugs) by the appropriate harvest quantity. Where necessiry, the Departient converted hayvest
and purchase quantitics using the Food asd Aggiculisre Organization of the United Nation’s
{FAQ}Y conversion thelor Lo convert; metric s to cubic meters for pulpwood; metric tons 1o
cubiv meters [or logs; and staple meters e cubie meters, Sce Comment 19 and Final A flinmative
Countervailing Dyty Determination on Conted Free Sheet Paper from Indonesii A nalysis
cozovendunt on Calewlations ter P71, Pabrik Kertas Tiwi Kimia Thk and PT. Pinde Deti Pulp
and Paper Mills, (October 17, 2007) (Final Analysis Memo),

After aanlyzing the parties® conunenls, we lind that e FAQ conversion tuetor for trapical
pulpwood (1 metrie ton to 1,33 cubic nrtess) is the most m__:u.c_:.r:n conversion Faclor to apply.
Additionally, the Department will use the FAQ's conversion factor For tropicat saw logs and
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veneer Jogs (1 metric ton o 1,37 cubic meteis) when converting the mermti and eampuran lags,
which are classificd ns sawlogs (i, logs over 3em), As discussed above, the Depurtment
found that: 1) both the GOT and the cross-awned SMGIAPT CIFS group dilTerenmtinte between
putpwood (j,g,, togs under 30 can) and logs (i.g,, fogs over 30 em); and 2} the FAQ conversion
factor is more appraprinte thi the GOI's cenversion factor, We find tha (he FAQ's conversion
Tactor {1 metric fon to 1.37 cubic meters) when eonverting logs (i, logs over 30 em) is more
approprinte than the GOI's,

The Department is also ushig the FAQ's conversion Tctor (1 staple meiee 10 0,72 cubie mete
lo convert FI's reported timber haevest, At verifiention, Il explained that, unlike the other
SMG/APP CFS forestry compmnies, F1's final pnyment of DR and PSDHE fees is bused on the
staple meter estimates in the ficld, Sge Forestr 5. Verilication Repozt, al page 4.
Since the Pepartment has found that (e FAQ convarsion factor is more appropriale thin the
GOI's conversion retor, as deseribed abave, we find that the FAQ faetor for converting siaple
meters to cubic meters is mare appropriste than the GOI's, The conversion factor FL used to
convert staple melters ta cubic metees is from the same souree (e, the GOI) s the metrie 1on 1o
cubic meter conversion factos (g the Department kas found 1o be unreliable, As such, the
Departanent has the snime concerns regading the reliability of the GOU's staple meler 10 cubic
meter conversion factor, Therelore, we conclude that it is more approprinte to use n conversion
factor detcrmined by an international autharity (e, the FAO), Additionally, in order Lo maintain
consistency, we conclude that it is preferable Lo use conversion fictors from the same source. As
such, we will convert FI's reporied timber harvest lrom staple meters to eubic mciers using the
FAQ's 0,72 conversion factor, Seg Final

To caleulate the benefit conferred through stumpage fees chasged For acacia, we are mubtiplying
the benehmark price by the sum of AA's, T1's, RAL's and WKS* scacin harvest during the POI
(SPA did not harvest acacia during the POD. Becruse anly part of FE's harvest was shipped to
AA, and because F did not purchase any pulpwaood from unalfiliated pulpwoud supplicrs, we
cxchuded from the benefit eafendation the volume of Fi's pulpwood harvest that was sold 1o
cxternal parties outside the SMG/APP CFS group. To caleulase the benelit confered through
stumpage {ees charged for MTIH chipwood, we are multiplying 1he benchmark price by the sum
of AA's, WKE's, and SPA’s MTH chipwood timber liarvest dusing the POT(F] and RAL did not
harvest MTH chipwouod during the PO, Sec i

103,

In determining the benefit for legs (Lg,, harvested timber over 3 em in disnmeter that was sold 1o
the SMG/APP pulp praducers lor pulp production), the Department is using the volume of logs
sold by AA and WKS to 1K and Lontar as the guantity lor which 1o mensure the benefit, We e
using log sales lo the SMG/APP CIFS pulp producers tsther than total harvest quantity because
we are only eapturing in our eatenlalion benefMs altributable to the pukp and papes production of
the SMG/APP CFS pulp and paper prodiscers, [n the questionnaire responses, WKS reporied
scparately its log sales to the SMG/APP CFS pulp producers of meranti and campuran,
Howcever, AA did not separately report log sales of meranti and campuran to the SMG/APP CF8
pulp producers. Therefore, 1o caleulute WKS' benelit for meranti logs, we are muliiplying the

.24-

beachmak prive for merami logs by WKS" ineranti sules 1o Loutar, To culeuline WKS® benelit
for enmpura los, we are multiplying the benehmark price lor campuran fogs by WKS's
cmpuran siles 1o Lontn,. However, since AA's lug sules are nol broken down (belween merant
andd campuran}, he Depastment is unable 10 caleulate the benefit to AA’s log sales in the same
manner. Therefore, the Department finds Unn the most appropriate basis w measure the benefit
of AA's Joy sules to the SMGIAPE CFS pulp producers is Lo ealewlate a weighted-average log
benelunark {of the nerantt and campurin legs) and W vse ihe wial velume of loy sales 1o 1K as
lse quantily for which to measure the benelit, See Final Anadysis Memg.

Aller muhtiplying cach stumpage benchinark by the appropidate lievest quantitics, we summed
all the values to ealeulile the total anount ol Tees that should bave been paid a1 the market-based
benchmark stumpage rate, To detenmine the benefit from the provision of standing timber lor
Jess Whan adequinte remaneration, we sublcacted the okl ol the actust PSDE and DR, fees, phus
tse PSDA [ees, paid by the SMG/APRE CFS torestry compunies, lron the 1o amount of
stumpage [ees that should lave been paid.

Based on the avalysis ol the conmments, additionad information gthesed since the Preliminary
Determination and the results ol verifiemtion, we are making two adjusuments in the denaminator
for this fina) determinmion, First, we are including externad sales by CMI, the eross-owned home
markel reseller, during the POL inthe denosminator, Seeond, sinee the respondent companies had
aleeady adjusted the reparied subes for sabes returns, claims and diseounts, we are making no
further mdjustinents Lo okl sales vatue lor such retuens, chims and discounts. See Final Annlysis
Memo msd Conunent 24,

We then divided the benelit by the wrad exseraal sales of the SMG/APP CIFS pulp and paper
producers, ineluding sules through CMI (the o) FO sates values of the pulp and paper
producers minas any cross-owned inter-company sules) to eateotale the net countervailnble
subsidy e, Sce Fingl Aplysis Memo, The countervailable subsidy rate for this program is
£4.21 percent ad valoren for the respendent companies, TKAPD.

1. GOy Log Export Ban

The Department fnitiated an investigation of whether the GOE's bun o log expoits provides a
countervailable subsidy o the production of CF8 puper. Petisioner alteged 1 by bunning
exports of Jugs, the GO eotrusts or direets domestic tog supplices 1o scik togs ul suppressed
prices 1o domestic consumers, thus providing i good o pulp and paper producers for less than
adequate remuncration in necordance with sectiens 77 (SHI3)GH) and 77 1{S)(D)(ii) of the Act.
See Initintion Checklist at £1. In the prelinvinary determinion, we did not reach the issue of
whether the GOU's log expurt i was countervattable for two reasons, First, we found tirce
logging compunic sddition 1 AN, WKS, RAL, Fl and SPA, 1o be cross-owned with the
vespondent companies, See Preliminacy Deteanination 72 FR ot 17501, The pulpwood sold by
these three comganics as cross-owaed luging companies was inctuded in the Depauunent’s
prelintiniry benefit caleulation Jor the stunpage progrm, Id, 72 FR al 17505, When we added
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the timber from these three additional cross-owned logging companies 1o that of the five cross-
owned logging companics, we found that, in the aggeegate, all of the wood sold 1o, snd purchased
by the two SMG/APP CFS pulp producers, TK and Lantar, was sourced from these cight erogs-
owned logging companies, 1d. 72 FR at 17501, Since abl of the woud pueehased for pulp and
papar production during the POI was sourced Trem Lhese cight cross-owned togging companics,
the entire benefit from the stumpage program was attributable to the downstecam, external sales
of the SMG/APP CFS pulp and paper producers, in aceordance with 19 CFR 15| B25(BY(0)(Iv),
id.

Sccond, we also found in the Prefio Betemination that the esdeulntion methodology used 1o
determine the benefit provided 1o the cross-owaed logging companics from the stumpage
program necessarily included any henefd i might arise from the GOI's log export bun, Id,

72 FR at 17505-17506. Beenuse, in the aggrepate, the pulp and paper producers soueced all of
their timber from cross-owned Jopging companics and beeause the benelit 1o 1he cross-owned
logging compinics from the stumpage progeam included any benefit hat might arise from the
GOI's log export ban, there was no need in the prefiminary determination to nddres separalely
the eountervailabifity of the log export ban, kd, 72 ¥R as £7504,

However, at verification, respondent eompanics demonstrated that the standards lor ¢
ownership were not met by the three additionst logging companics which we had prekiminarily
determised to be eross-owned witly (e SMG/APP CFS paper group. Sce “Cross-Ownership”
section above, for a complete discussion of our findings with regard 1o cr ss-onvnership,
Because Lhese three logging companics sre not eross-owned with the SMCGIAPE CFS group, we
can no langer atiribute the benefits they received rom the stumpage progeam direetly 1o the
downslream, exlernal sales of the SMG/ADPI CES pulp and paper producers in secordanee with
19 CTR 351.525(b)(A)(iv).

On July 13, 2007, Pelitioner filed an upstrems subsidy allegation stating that *{t}o the extent thi
the Department does not find an individual forestry compiny 1o be eross owned with the
Respondent in this case, Petitioner provides information . . . that Respondents benefitied from
upstream subsidies provided fo these companies.™ Sec Petitioner's July 13, 2007 Upsteeam
Subsidy Allegation at 1, As noted in the “Initintion und Defeeral of Upstreium Subsidy
Iovestigation” seclion above, e Department has initinted on this aBegation but has defered the
consideration of this program until the first administrative review, ifn countervailing duty ider
is issucd and such a review is requested,

Beeause our investigation of Petitioners upsiream subsidy altegation has been deferred, and
beeause pulpwood was purchased by the SMGZAPP CFS group from snaflilised supplicrs
during the POL, the Department is now required 1o mike a finding repding the
countervailability of the log export ban with respect 1o the production of CFS. The Departient
nsked numerous questions in the original and supplemental questionnaites regarding the Jog
export ban, and diseussed the infermation provided by the GOI in their respanses during
verification, Sce GOI Verification Report at pages 10-18, e to the uncertainty af whether it
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would be necessary o evaline the GOP's Tug expurt bisn for the fina) determination, the parties
addressed the log export ban in eir case and nebuttal briets, and bave had o ul apportunity to
inkiress the issie af whether the log expor ban is o countervailsble subsidy.

As noted abuve, Petitioner wileged that by banning exports of logs, the GOI entrusts or directs
domestie log supplicrs 1 setl logs at suppressed prices w domestic consumers, thus providing a
finacial contribution wud o beaclicin e form of v provision of's goud for less Urn adegquate
reimuperition in aceordinee with seetions 77HS)(BXER) and 77 (S of the Act. Petitioner
itlsor atlleged dam e lug export ban is de faety speeitic in accordmnce with in scetion
TTHSANINTNTY ol 1lee Act beeause it is Hmited w o group of industries that use logs s an
input,

Petitiuner afleged i the GO bans the export ol ops and that this export bin works linng-in-
i wilh the subsidized stumpage riales to provide downstrenm users with unilicially low-cost
rivw niaterinls. As iresul, Petiioner el that the log export ban forees loggers to scll lops to
only a bmited number of downsteenm users al suppressed p To support this eluim,
Pelitioner cites n WTO trade pulicy review which susted that Indonesin's log export ban Ly
“depress the dumestie prices o logs, (hereby nssisting dowastreant processors ol suel products.”
Sve Initinion Cheeklist ut |,

According to Petitioner, the Jog expurt ban was originadly imposed in 1985 and litied in the late
19905 under pressure trom the ntemaionnl Monetary Pund (IMF), See CFS Petition a1 9, The
GOI stuted that log cxports were brielly pernitied trom 1998 to 2001, See page 20 of 1he GOPs
Junvary 25, 2007 questionnaiee vesponse. The GO reimpased & b on Jog s chipwood
experts in October 200H, when Use Ministry of Forestry and the Ministry of Industey wid ‘Tende
issued Joint Deeree No. F32/Kps- 12001 and No. N292IMPPIKep/ LOFZ0E, As noted in this
Deeree, the stated Intent was to stap (he export ol logs in order to reduce environmental
degradation and 1o numige the forest in wsustinable manner, 14, 51 20 and Exhibit 7. The GO1
s export buns on eight categories of products tht inchude *Forestry Praducts,” under which
Jugs and chipwood wre listed, as well as rtan, cerlain sawa sinber, and "rain il mode from
waood, See Annex to Decree No, (F/M-DAG/TERM005, included in Exhibit 7 of the GOI's
dinuary 23, 2007 questionoaice respense, Aceording w the GO, these buns are implemented by
preveating the issuunce of export permils sehieh are required for ell groducts being exported, Sge
pirge 21 ol the GO's January 25, 2007 questionnuire response,

Asticle H1) of the GOI's Join Deeree No, 132K pis-I2001 wid No, N2Y2/MPP/Kep/ 10/2001,
provides for wn outright ban an the export of togs and chipwood from Indonesin: “Log/elip
woods export is {10} be stopped from {the} whole country region of indonesian repablic,” See
Bxhibit 7 of GOI's Jumuary 25, 2007 questionmaire tespense. The Depariment finds that by
means ofthis total b on bog exports, the GO entrusts or direels domestic log supplicrs 1o sell
rices to donmestie cosuners, thus providing o good to pulp and paper
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producers for fess than adequate remuneration in accordance with sections 77 1(5)( 133317} and
TTLSUDYAEY of the Act.

The SAA a1 926 notes that regulatory measures cin be counlervailed as indirect subsidies under
seetion 771{3)(D)(Iii) of the Act in cuses involving a private entity being entrusted or directed to
provide a good or service 1o praducers of the subject merchandise,

kn e pasy, the Department .. . has countervailed a varicly of programs where the
government has provided » benelit theough private parties, (See, e, Certain Softwouwd
Lumber Producis feenn Canada, Leather lrom Argenting, Lamb from New Zealand, Qil
Country Tubular Geods from Korea, Carbon Steel Wire Rod from Spain, and Certain
Steel Products from Korea) The specific manner in which the government acted shrough
the private party to provide the benelit vasied widely in the above eases, Commerce hus
found a countervaitable subsidy 1o exist where the gavernment 1ok or imposed (through
statwiory, regulatory or administridive actiosn) a formal, enforceable measure which
direclly led to a discernibie benelil being provided 10 the industry onder investigation,

In cases where the govermment acts through a private pasty, such as in Certain Soflwouod
Lumber Products from Canadi and Leatler from Argenting (which involved export
canstraints that fed directly 10 a discernible Towering of input costs), the Administo
intends that the Inw continue to be administered on 1 ¢ase-by-case busis consistent with
the preceding parageaph, [t is the Administention’s view that Article EE(){1)(iv) of the
Subsidics Agreement and seetion 7715 BYIi eacompass indiveet subsidy practices like
hose wiich Commeree has eountervaiied in the past, mid that 1lese types of indircet
subsidics will continue 1o be countervailable, provided that Commerce is smisficd that the

standarct under section 77 EH{5Y(b){iii) has been ma,

mn

Sec SAA a1 926, Furthermore, the Preamble, 63 FR a1 65349, states that with regard 1o the
nmeaning of “eatiusts or dircels” under scetion 77 1(5)(B)iii) of the Act, “we do not believe it is
approprinte to develop a precise delinition of the plrase for pusposes of these regulations,
Rather, we belicve that we should follow the guidance provided in the SAA w examine indireet
subsidics on a case-by-case basis.” Wit regard 1o the countervailability of export restraints as
indirect subsidics, we have also nated the following in the Preamble, 63 FR at 65354:

With regard to export restraims, while they may be imposed (o limit parties® ubility to
export, they can also, in cerliin eireumstances, fend those partics 10 provide the restruined
good 10 domestic purchasers for less than adeguate remuncestion. ‘This was recopnized
by the Deparunent in Certajn Softwood wdi, 37 FR 22570
(May 28, 1992) (“Lumber™) and Leather from Avgenting, 55 FR 40212 (Ociober 2,
1990)("Leathee™). Further, as indicated by the SAA (nt 926) und as we conlirm in Lhese
Final Regulations, il the Department were to investignte siluations and fcts similar 1o
those examined in Lumber and Lenther in the future, the new stnwe would permit the
Depactment to reach the sune resull,

As a preliminary matter, we ubserve that the GOT's log export baw i the instost case is not
merety o partial restraint on exports; rather, the jeint deerees impose i complete, outright b that
prevents any capaort of logs and chipwoud by making such exports illegal, See GOL Verifieation
Regporg at page 11, The GOU's complete ban an the export of logs was in pliee from 1985
through e POL, witle the exception of s short pediod of tlime from 1998 w 2000, See GOI's
wiry 23, 2007 questivnnnire response at page 20, A3 nresult, tor 17 of the 20 years prior to
the POL the GOP's lug export ban completely foreelused log supplicrs’ uecess t any possible
afternative to the domestic market,

Fhis fact pitlern can be contrasted 1o vilier types of export restiains, such as: quantitative expart
reslrietions that ewrtail bt stll allow For soine amount of eaports, export dutivs, or various Lypes
ol adminsstrutive or bureaueratic requivements (e.g., certification requirements). Depeading on
the type, severily and other eharncteristics ol the restruing, these *partial restraints™ may allow lor
alierntive seles amlets that ave not wvailable under an export ban wlhich climinates 11t sueh
aliernitive sules outlets and would likely bave o signiliennt ingmet on the narket dynamics of the
praduct in question. A totad export bin, especinlly one g i remained in effeet Tor us long ns
the Indonesiin log bin, therefore, stads vut i terms of e scope sand exient of i Tikely impaet
on the micket for the groduct snd plisyers involved,

W lind Usist this log export bas s not i mere policy paonouncement or exlortationy; bog supplicrs
are required o comply with the bin uader threat of law, ineluding criminal sanctions? The GOI
therelore exereises direetivn over these suppliens by inposiog its legat anthority 10 eriminally
prosecute wny supplicr wha exports Jogs frous Indonesia, The result is it log supplicrs ore
limited to selling in the domestic markel 35 dicceted by the govermnent, This, s noted by the
indeprendent studies diseussed below, resulied inan abundmi supply of logs at suppressed prices
ihat benefitted the downstremt industeies that nse these logs, particularly the pulp and paper
industey.

Turning o the empirical evidence on the impaet that this ban bas bl on the jog and downstream
lorestry products industey in Indonesia, we have reviewed the twee independent swadies on the
log expart ban in Indonesia thil were provided by the GO ia Exhibit Supp-12 of the GO¥'s
March G, 2007 response. Our tnalysis of these independent studics shows that the GOI's log
sxpoet bim in fact induced log supplices o seif logs domestically st suppressed prices 1w benefit

At verilicnsion the Misistry of Forestey o ikd noledd Cises where Vthey have previaesly idemlificad vowpraies thut
have committed cagloms Taed by eompleting fifse enstinns declasoions und a3 o resull, haye subjected these
companiva o eriniuat spnctivas ™ 1,

4 The Fublowing thiree independ ics are Funnd in Eahilsil Supp L2 ol the GOEs Masch §, 2007 response;
weing the Lag Expors Bun Mutter Mueh?” published by
Siudics (CS13) (Febunry 2003)"E: i Adinginent wnd Fugests
s wnd Effivicncy of the Furcest Praduet Industry in Indonesin® published by CS1S (Februury
pstey™} und, “Cumw Endonesie Guin Frame Lag Export Bureiers?™ publishod Ly
txourt Harriersd?™)

CS1S (December 2002 CGain Fron

iy
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Indonesia’s downstrcam wood processing industeies. Maore specili Hly, the evidenee in these
sludics demonstrates that this export han reduced the price of logs and chipwoad, as well as e
value af stumpage in Indonesia; it inereased the incidence of illesal logging; it ked 1o greater
consumption of logs; and, it was specifically used 1o benefit the expansion of the downsiream
users of wood, particularly the pulp and pager industeies.

Two of the independent studies submitled by the GOl eonclude tint the imposition ol a tog
export ban in Indonesin acted ns o subsidy which lowered the price ul legs, and contritaned to
greater log consumption and illegat logging, The first study, Feonomic Adjugtment ¢ Forestr
Sgetor, examines how the removal of the carlicr fog export han in Indenesin aMected the
domestic wood processing industry,

in addition, the rapid expansion of the pulp and paper industrics in the 1990s has also put
additional pressure on Indonesin's lorests, The export banftax has basically neled as o
subsidy, increasing demand for fog consumption furiher, Subscquentiy, despite lower
prices for domestic logs, constmiplion stayed al relatively higl levels, and 1he p
between official supply and consumption capacily of wood-based industry is very likely
filled by iffegnl logging,

1d, at 14, The authors of the study concluded that they could not prove epirically that the log
export ban (noled as “LEB" in the study) had hielped to reduce the rate of woad extraction: 1o e
contrary, they found that “the removal of EEB decreased, instead of increased, log production.”™
Sce Hconomie Adjustment and Forestry Seetor m 13, This study therclore indicites thi the tog
export ban enused an increase in fog cansumplion and production and, (hus, contributed 1o
increased iHegal logging, An increase in log production within the conlext of a log export ban
would gencrally mean increascd supply and avaitability of logs, which would cle rly be
beneficial to downstream users such as pulp and paper producer

The findiags of this fiest study also indicue that the setanl impaet of the ban was campletely
opposite from the GOI's rationale for inpasing the b, Le., to proteet Torest resources, In
contrast o the GOI's stated intem, his study dravws a direct link benween the fog export ban and
the financial contribution and benefit reccived by the waod processing industries frons Jow log
prices - a subsidy which encournged greater consumption ind illegal logping, Morcaver, his
study is not alonc in identilying significant ilicgal logging that occurs in Indonesia. The record is
replete with independent examples that illegal Togging and cnviconmental degradation continsie
to be rampint, rendering the GOI's lag export ban an incliective oo for prateeting the
cavironment bud an effective means for eaguring the supply ol Taw-cost pulpwaood to downstrean
producers of pulp and paper progducis.®

S¢g ot “Sustuining Inclosexin's Forests: Strategy fur the Warkl Hnnk 2006-2000," publizhed By e Warld Bunk
(hunc 2006) al prge vifl, in Exbibil 14 of USW 's Mateh 9, 2007 sylsmissiong wlsy "The Stte of Forest: Indonesi
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The second independent shudy provided by the GO, Etficiency of Forest froduct Industs A
expluing how (ke use of the log expurt ban in lsdunesin inereased rather than decreused log
consumption by peoviding i subsidy w the downstream wood-based industrics through
artilicially low domestie Tog prices, See Elfigiency of Forest Product Industry wt 6 and 16, In
outlining its argumient, this study pravided the following explanations:

First, basic ecanomivs ol renewnble resouree theory suggests that for slow prowing
resourees such s tropical forest, # is optimad in e eye of concessionnires 10 haevest the
forests when the rste ol growth of the Gnber eyuals the rate of return from processing Uwe
timber, Higher mte of tetum fron tmber processing would induce the concessionaires to
harvest e furest as quickly as pessible, inereasing the rute of deforestation,

{Secund}, Tow stmpige vadue would skso induee e concessiomtires o use logs
inelficiently, o build excessive new capacity s te waste (he ew miterinls during
Jurvesting s well as pracessing,

Fianlly, the fow stumpage volue erested «
teehnology in Indonesia,

wenlives lor adopting resouree suving

1ot 7. This stady also explaing that, with regard 1o the Indonesian woud-based industries, “ihe
remendous growtl of produgtion and export s been made possible hrowgh heavy subsidy,
resulting in inefficiencies in harvesting mnd peoduetion,” 1d, at 16, Speeitieally, this study noted
thatt since 1980, “Indonesia embarked o a pragrant ol wassive expunsion of its pulp and paper
industry, The aumber of pubp andd paper mills ineressed lrom 22 10 38 in 1989, Production of
paper tose 24% a1 year frony 403 thoussnd as i 1984 10 nroand 7 nxillion tens in 2000, [d,

at 5, This study Toumt an “ineflicieney impact ol the lug export ban duc to the artilicially low
price ol domestic Jogs,” with The vesull i “the stmpage value was reduced by 33% under the
log export ban pulicy." L, ut 6,

The third independent study provided by te GO, Gabs [ron

Loy Lxport Bareiers?, states that the

GOlintended e st log eaport bin 1o provide s subsidy 10 benelit downstream wood
processing industries: *{t}owird the end ofthe 1970s, the ndonesin govemment began to
imposc log cxporl barrers te encourage the growth of downstremn wood industries ... This
stucy further exprained thut *{sjeveral econamie studies on the impact of log export barriers in
between F978 and 1989 sugpest o substantial toss in government revenues through

Indone
barge implicit subgi

s 10 Lhe downstream processing jndustry und foregone revenues from log
exports (see, for cxample, Gillis, $988; Munurung and Buongiorno, 1997; and for a survey see

Barbier ¢t al, 1994)." See Guin (rom Lop Sxport Borrjeps? i pages 12,

We alsa note that the elfectiveness of the fog caport ban in reducing the price of logs is further
demuonsteated by the faet that duwring tie short period when the bine was lifted, export prices lor

Susti

Eatilit 15 of USW 's Mur
J3t-

Drevelapment {laingsry HI07) 01 22, Y, 2007 subiniss




fogs were significantly higher on average thun domestic prices (5110 for exgport togs versus $80
for domestic logs), Sce GOI Verifieation Regort at page 8 and Exhibit MOP- 1 that includes
copies of the April 21, 1999 and April 23, 1999 letters from s Wortd Bank 1o the Minkstry of
Forestry. The informalion presented in the studies discussed above, 15 well as the infornation
provided at verification showing the price disparity between export and domestic log prices,
implicates the GOT and its usc ol the Jog export ban 1o subsidize downstream wood processing
indusirics witl low cost limber inpuls. The GOl maintsined and even re-imposed (in 2001) this
Jog cxpart bun in the presence of mounting cmpirical evidence that, not anrly was the ban not
cffective in furthering the ostensible goal of proteeting forest resources wnd preventing ilkegal
logging, this ban was promoting the apposite by distorting and foeding the markel with timber,

Furthermare, the studies® conclusions have aot been contradicted by any other record
infarnwtion. In impasing the fog export ban, the GOT did not perform its own independent
appraisal or assessment of whether it would be effective, Nor has the GOl conducted subscquent
studies to evaluale whether the present ban has been elfeetive in its stated purpose. Therefore,
the GOP's purpoited purpose for the fog export ban is nat supporied by cvidence to substotinie
its claim Lhat imposing a ban would reduce the rate of deforesttion and the oceurrenee of itlegat
logging. Accordingly, the benefits ol the Tog expart han (o the downstrerm consumners, as noted
in the sludics, cannot reasonably be considered inadvertent or o nsere by-product of the ban,

In sum, the totality of the record evidenee refutes e GOI's chiim that the log expors ban is used
1o protect Fovest resourees and prevenl illegal logging, and that 31 is not “entru ng ar direcling”
{or inducing) log supplices 1o provide a [inaneial contribution 1o the wood processing industrics,
Ta the cantraty, these studics show that the GO! impuosed or maimained the log expuort ban in
arder to provide lower priced inpuls (Le., fogs nid chipwood) to the industrics that consue
those inpuls, which actually led to incrensed delorestation and greater iltegal logging,
Furthermore, lhese studics show i the pulp and paper indusirics are among the lew
beneficiaries of 1his indircet subsidy, Accardingly, we lind that the GO1 used its anthorily 10
impose a Jog export ban that direeted these logs suppliess, under Mheeat of erinsinal sanctions, to
provide logs and eliipwoad for less than adequule remuneration to downstream wood processing
industrics. These industries inelude the pulp snd paper industry thit produces subjeet
merchandise. As such, the log export b provides a financial contribution in nceardance witly
section 771(5)(D)(ii1) of the Act, Futthermere, thie log export ban provides n benefit (discussed
further, below) to the extent that the prices paid for pulpwoad and chipwood purchased by the
eross-owned companics in the SMG/APT CFS production med sales chain from unaflilinted
forestry companics are less than henchmirk log prices,

[n determining whellier the log export bun was speeilic as a maner of law in aceardanee with
section 771{SAYDI(I) of the Act, we exatined 1he 1wo government deerees provided by the GOI
which first reimposed the export ban on Jogs and ehipwond, and Eier idenlified al) the pracuct

T1as nod e

* The GOI repurted thal ted nivy slslics bl is nware that severnl indepemtent granps have dune
nune of which the GOT enburses™ Seg GOs Junnnry 25, 2007 guestionnuine response ol poge 25,
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calegories wad the relevanl Larmonized T 1T System (11°S) subher cings Uit fell under hwose
eategories which were subject wo zn export b, The lirst GO1 deeree buned the expurl ol logs
and chipwaod. See Exhibit 7 of GOI's Junaary 25, 2007 response and Article 1) olthe GOI's
Juint Deerce No, 1132/Kpts- (V2008 and No, N292/MP K e/ 1072008, A subscquent deeree
issued by the GOl identificd unly cight industries which were alfected by um export baw, and a
snall subscetion of products within these indusiries which included s smal} number of HTS
subheadings (33 diserete 1118 subheadings were provided at mostly e six-digit and eight-digit
level). One ol these eight industry categories inciuded “Culturnd Produets™ (referred to as
“Aacient things with culturad value™) for which there i no designsted 1175 subheading nor in
associsled indusiry. Thus, we have nat ineluded this ealegory in our amalysis in Anding that only
seven industrics benefitted from an export bin, 4, it Annex lo Decree No. 07/M-
DAG/PLERA4/2005. Based on this informmion, we nd thit the GOI's decree banning the export
of o smnll subseetiun of products in seven industeies, aid i1s specifie deerce baning the exports
of lugs and chipsvood in partieular, ave de jure specific within the meaning ol section
TTGAND)) of the Ak since itis testricted By law Lo only o Himited group ol industrics and
because it covers only o smatl, diserete monbier of products within ench of these seven industrics.

Section 3515 11(0)(2) of the Department's regulitivns sets Torth the busis tor idemtifying
contpurnlive benchmarks for determining whether n governmen goud or service is provided for
on, These potential benehmwacks are listed in hicrarchicnl order by
(1) market prices from actal ansactions within the counry under investigation:
(2) wortd wiarket prices thit would be svailable to parcliscrs in the country under investigation;
or (3) wy ussessment ol whether the goveniment price is consistent with market principles, The
prefesved benchimark i the hierirehy is an observed markel prive for tie good, in the ¢ouniry
urder investigation, from a privide supplier (or, in some cuses, from a compatitive governmen
auction) located either within the country, or vatside the caunry (he latter transaction would be
i the form ol sn bmport),

-

I the instan ease, there are no neanivglul or usable privete prices Jor logs or actual import
prices w evalluate for puspuses of ideatifying o “tirst tier” beschmark, As expluined under
Comment 1§, *Use of Maluysian Export Statisties as the Starting Point [or Deriving the
Stumpage Benchmarks,” below, the GO1 owns virtualy all harvestable forest lnd and there is
only a minuscule amount uf private forest kund, See GO Questionnuire Response, at page 13
where the GO reported 57 million heetares of public harvestable fovest kb and only 233,811
Tecties of privine forest Tand which is equivalent o 0,4 pereem of the totil harvestable forest
landd in fadonesia, This faet alone would render any private prices wusuble in nccordance with
19 CFR 351.511)2)(). We also note that all logs, including fogs harvested [rom private land,
are subjeet w the export ban, As such, we lind that it is not possible w determine a private price
benchmark in [ndoncsia for the GO's log export bin,

As discussed in more detsib under Comment §1, we liave Tound that e purehase documentation
regarding two privine log purchises from Matuysia placed on the ecord by Respundents does not
provide an appropriste alternative 10 uge in this wmlysis. One of the two purchases occurred in
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2007, outside of the POI; the ather purchase involved o sale Tar whicl we are unitble 1o evirlunle
the reliability of the sale and the price, Sec Conmment 11, Finally, we have no inlornstion on the
record regawding official impart statistics un the quamtity and value of pulpwoad impoets, nor did
any of our cross-owned compstics in the CFS prodiection and sales chain import sny fogs or
pulpwood during the POI,

We next looked for o “second tier” benchmark which, aceosding to the regulations, refics on
world market prices that would be available 1o the puschasers in the counlry in question, though
not necessarily refleeting prices of netuaf transaetions invelving thit particular producer, In
selecting a warld market price under this second approach, the Depitmem will exmming the fes
on the record regarding the nature and scope of the market for that good 1o determine i that
market price would be avaitable 10 an in-country purchaser, The Pepirrtment finds thot the publie
export stalistics of Malaysian pulpwond reporicd in the World Trade Atlns are relinble for
establishing a benehisark under the *seeond ties™ ns n world market or sliemalive i
woukd be available in Tndonesia,

As we noted in the Rigliminary Detenmination 72 FR w1 17504, Indoncsia mad Mataysin shire the
same geographic proximity and simikaritics of forest conditions, ¢limme, i tree species, and
that the chipwood and logs from these Malaysinn trees were exporicd lo Indonesin as well as
many other countries during the PO Accordingly, we have selected as our “seeond tier™
benelimark specics-speeific Malaysian export prices as published in the World Trade Atlus us
representative of markel-determined prices for chipwood and logs, We do nat lind the additionad
information placed on the record by Respondents following the publication of the preliminary
determination conceming Snbah Forestry Department Statistics 10 provide an nppropriste
alternalive to usc in this analysis. The Subah Foresiey Department statistics do not provide the
cxport dia by HTS number, nor do these statistics differentiate between pulpwood and smwlags,
a key distinction in our amalysis. Sce Comment 11,

We compared these species-specific Malaysinn exporl prices 1o the unalliiaed pulpwoad
suppliers’ weighted-averape prices for ehipwoad and nencin sold 10 the SMCGZA T laresiry
companies during the POL, and catenlated n per cubic meter henetit For chipwood nnd neacin, We
then multiplicd the volume of ehipwood and aeacis pulpwood purchased by the SMG/APP IS
forestry comipanies, on 8 cubic mcter basis, by the sppiopriate per cubic meter benelit,
We capped the quantily for eich type of pulpwouod (acacia and MTID used i the LEB benefit
caleuintion by the lower of the tatal quantity, by specics, purchascd by 1K and Lontar during the
PC1 (after deducting the harvest quantity used in the ssumpage ealeulation) or the tot quantity,
by speeics., purchnsed by the SMG/APP CFS foresiry companies from wnafTilinted suppliers
during the PO We consider the application of the second eap appropriate because, based on (he
eomipanies' pulpwaood purchase and sales infornaion, there is insulTieieat information Lo include
in the benefit caleulation any quantily beyond what the SMG/APP CIS fore 'y contpmics
purchased from unafTiliated supplicrs.

We then sunnnied the benefit for eaeh species, I aduition, we made an adjustivent 10 the benedfit
amoun; however the information cuncerning this adjustment is business proprictary. Therefore,
we hiave ctuded i diseussion of the adjustment in the Fipat Analysis Memg, We then divided
this benetit by the s of externad sates vadues of the SMO/APP CFS pulp and paper producers,
We have nat inchuled in the densminatur any extevnal sules by the SMGIAPE CFS forestry
cumpanics beeinse, just os with stempuge, we e capturing in our benefit ealeulation only
puipwood sokd to e SMGARE CFS pulp anid paper compunics. Furthermore, we huve not
incheded in this log export ban valeudition sy eross-owned turestry/lugging companies’
harvested pulpwvoad, sinee we lve captured any benefit they receive frons the fog expont bun in
the stumpage beaclit caleulation, On this basis, we caleulne wsubsidy of 3.1 pereent agd
valurens for the respondent companies T/,

3 Subsidized Funding for Reforestation (Htan T lndusteln or 1871
Program): “Zuero Interest” Rute Lonns

The GOl reported thal “veve Bterest™ rate Tuans were available 1o sume holders of T licenses;
such licenses wre issued for harvesting tuber fom plantations. The GOT has reported that there
are thiee types of plamations in fndonesia: (1) privately owned, (2) voluntary HT Jjoint ventures,
wed (3) competted TUTT joint ventures which implement ransmigration policy. Of these three
types of plantations, anly HT1 juint ventures could apply Tur zecosinterest rate loans,

The GO reported thist the oaned amounts ene rom the DR Fuaind, The T joint vemture could
apply for zevosinterest founs (o e DR Fund for the establishment phase ol the plantion,
Accarding to the GO, Toan wnsounts were payable o the jeint vemere in inerements bused on the
wnonn of haevesting done euch yeor wul the total mmount of e Jown could not exceed 32,5
pereent of the ealenlated plastion costs. The GOI required thit the privite parly guarantee Uhe
Joun repayment in full. in 2000, the GO discontinued funding joint vertures through the DR
Fansd toan programs, although existing joint vemures which hid previously obtained loans
Hirough the DR Fund would receive Jom disbursements and would be required w make loan
PityHse s ired Ly loin agrecanems fidized before 2000,

The respondent cempanies repurted aad the Bepartment verified that, of the cross-owned
SMUIAEE orestry companies, only RAL vod Fl reecived "zero interest” loans prioe to 2000 that
nained outstanding during the QL These borns provide o Tisneiad contribution ss deseribed
in seetion 771(5)D)0GY of the Act, us o diveet wanster of funds i the form ol Toans, The loans
give rise 1o a benelit in the nmount of the differenee besween the amount of inkerest (he
Lorrawers netuadly paid ancd the amount of interest the borrowers would have paid on
contpiable commercial fonn under seetion 775G of the Act. The loan program is de jurg
seeifie within the meaning of seetion 77 1{ANG)Y of the Act, beesuse patticipation in the
pragram is Jimited to TIFT joint venture plantstions. Therefore, we determine that these loans
cuder countervinilable subsidies,
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81 FR 3110, January 20, 2016
DEPARTMENT OF COMMERCE
International Trade Administraticon

[C-570-023]

Certain Uncoated Paper From the People's Republic of China: Final
Affirmative Countervailing Duty Determination

AGENCY: Enforcement and Compliance, International Trade Administration,
Commerce.

SUMMARY: The Department of Commerce (the Department) determines that
countervailable subsidies are being provided to producers and a2xporters
of certain uncoated paper (uncoated paper) from the People's Republic
of China (PRC). For more information on the sstimated subsidy rate, see
the ""Final Determination and Suspeasion of Liguidation'® section of
t' s notice. The period of investigation is January L, 2014, through

D..ember 31, 201l4.
DATES: Effective: January 20, 2016,

FOR FURTHER INFORMATION CONTACT: Patricia Tran or Joy Zhang, Office
IIT, AD/CVD Operations, Enforcement and Compliance, International Trade
Administration, U.S5. Department of Commerce, li4th Strest and
Constitution Avenue NW., Washington, DC 20230; telephone: (202) 482-
1503 or (202) 482-1168, respectively.

SUPPLEMENTARY INFORMATION:

Background

The events that have occurred since the Department published the
Preliminary Determination on June 2%, 2015 and Notice of Correction on
July 9, 2015,\1\ are discussed in the Issues and Decision Memorandum,
which is hereby incorporated in this notice.\2\ This memorandum also
d; ils the changes we made since the Preliminary Determination to the
suusidy rates calculated for the mandatory respondents and all other
producers/exporters. The Issues and Decision Memorandum is a public
document and is on file electronically via Enforcement and Compliance's
Antidumping and Counterwvailing Duty Centralized Electronic Service
System (ACCESS). ACCESS is available to registered users at http://access.trade.gov,
and is available to all parties in the Central
Records Unit, room B8024 of the main Department of Commerce building.
In addition, a complete version of the Issues and Decision Memorandum
can be accessed directly at http://enforcement.trade.gov/frn/index.html. The signed
Issues and Decision Memorandum and the
electronic version of the Issues and Decision Memorandum are identical

in content.

\1\ See Certain Uncoated Paper From the People's Republic of
China: Preliminary Affirmative Countervailing Duty Determination and
Alignment of Final Determination With Final Antidumping Duty
Jetermination, 80 FR 36968 (June 29, 2015) (Preliminary
Jetermination), and Certain Uncoated Paper From the People's
Republic of China: Notice of Correction to Preliminary Affirmative
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Countervailing Duty Determination, 80 FR 39409 (July 9, 2015) !
{Notice of Correction).
\2\ See Memcrandum to Paul Piquado, ~“Issues and Decision
Memorandum for the Final Affirmative Countervailing Duty
Determination in the Countervailing Duty Investigation of Certain
Uncoated Paper from the People's Republic of China'’® (January 8,
2016) (Issues and Decision Memorandum).

[[Page 3111]]
Scope of the Investigation

The scope of the investigation covers uncoated paper. For a
complete description of the scope of the investigation, see Appendix I.

Analysis of Subsidy Programs and Comments Recelved

The subsidy programs under investigation and the issues raised in
the case and rebuttal briefs by parties in this investigation are
d :cussed in the Issues and Decision Memorandum, dated coacurrently
with this notice. & list of the issues that parties raised, and to
which we responded in the Issues and Decision Memorandum, is attached
to this notice as Appendix II.

Use of Facts Otherwise Available, Including Adverse Infersnces

As described in the Preliminary Determination, Shandong Sun Paper
Iindustry Joint Stock Co., Ltd., and Sun Paper (Hong Kong) Co., Ltd.
(collectively, Sun Paper Companies) and UPM (China) Co., Ltd. (UPM)
sach notified the Department that it would not participate in this
investigation.\3\ Thus, for the final determination, we are basing the
countervailing duty {(CVD) rate for Sun Paper Companies and UPM on facts
otherwise available, pursuant to sections 776(a){2)(C) and (D} of the
Tariff Act of 1930, as amended (the Act). Further, because Sun Paper
Companies and UPM did not cooperate to the best of their ability in
this investigation, we also determine that an adverse inference is
warranted, pursuant to section 776({b) of the Act. As adverse facts
available (AFA}, we have assigned Sun Paper Companies and UPM, each a
ri 2 of 185.25 percent. For a full discussion of this issue, see the
Issues and Decision Memorandum.

\3\ See Letter from Sun Paper Companies, ~“Certain Uncoated
Paper from the People's Republic of China--Withdrawal of
rarticipation in Investigation,'' (April 8, 2015) (Sun Paper
Companies Withdrawal Letter) and UPM’'s submission, ~“Uncoated Paper
From the People's Republic of China (C-570-023) Investigation; UPM
(China) Co. Ltd.'s Letter Regarding Questionnaire Responses,’'' (May
6, 2015) (UPM Withdrawal Letter).

Final Determination and Suspension of Liguidation

In accordance with section 705{c)(1)(B)(i) of the Act, we
calculated a rate for Asia Symbol (Guangdong) Paper Co., Ltd. (AS
Guangdong), Asia Symbol (Shandong) Pulp & Paper Co., Ltd. (AS
Shandong), Asia Symbol {(Guangdong) Omya Minerals Co., Ltd. (AS Omya),
and Greenpolnt Global Trading (Macac Commercial Offshore) Limited ;
{Greenpoint) (collectively, Asia Symbol Companies). Section

Page 2 of 8
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705?c)(5)(A)(i) of the Act states that, for companies not individually
investigated, we will determine an "“all-others'' rate equal to the
weighted-average countervailable subsidy rates established for
exporters and producers individually investigated, excluding any zero
and de minimis countervailable subsidy rates, and any rates determined
entirely under section 776 of the Act. Where the rates for investigated
companies are zero or de minimis, or based entirely on facts otherwise
available, section 705(c)(5)(A)(ii}) of the Act instructs the Department
to establish an "“all-others'' rate using "~ “any rzasonable method.'' As
discussed above, we determined Sun Paper Companies and UPM rates based
entirely on AFA in accordance with sections 776(a) and (b) of the act.
Therefore, we used the rate calculated for Asia Symbol Companies as the
““all-others'' rate. We intend to disclose to parties the calculations
performed in this proceeding within five days of the public
announcement of this final determination in accordance with 19 CFR
351.224(b}.

We determine the total estimated net countervailable subsidy rates

to be:

Asia Symbol (Guangdong) Paper Co., 7.23 percant.
Ltd. (AS Guangdong), Asia Symbol

(Shandong)} Pulp & Paper Co., Ltd.

(AS Shandong), Asia Symbol

{Guangdong} Omya Minerals Co.,

Ltd. (AS Omya), and Greenpoint

Global Trading {Macao Commercial

Offshore) Limited (Greenpoint)

(collectively, Asia Symbol

Companies).
Shandong Sun Paper Industry Joint 176.75 percent.
Stock Co., Ltd. (Shandong Sun

Paper}), and Sun Paper (Hong Kong)

Co., Ltd. (Sun Paper HK)

(ccllectively, Sun Paper

Companies}).
UPM (China) Co. Ltd. (UPM)......... 176.75 percent.
N I I 0 500 1 7= ¥ - J 7.23 percent.

As a result of our affirmative Preliminary Determination, pursuant
to sections 703(d){1)(B) and (2} of the Act, we instructed U.S. Customs
and Border Protection (CBP) to suspend liquidation of entries of
subject merchandise from the PRC which were entered or withdrawn from
warehouse, for consumption on or after June 29, 2015, the date of the
>ublication of the Preliminary Determination in the Federal Register.

In accordance with section 703(d) of the Act, we later issued
instructions to CBP to discontinue the suspension of ligquidation for
VD purposes for subject merchandise entered, or withdrawn from
varehouse, on or after October 27, 2015, but to continue the suspension
>f liguidation of all entries from June 29, 2015, through October 26,
015, as appropriate.

We will issue a CVD order and reinstate the suspension of
liguidation in accordance with our final determination and under
section 706(a) of the Act if the United States International Trade
‘ommission (ITC) issues a final affirmative injury determination, and
re will instruct CBP to require a cash deposit of estimated
:ountervailing duties for such entries of merchandise in the amounts
.ndicated above. If the I7C determines that material injury, or threat
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of material injury, does not exist, this proceeding will be terminated
and all estimated duties deposited as a result of the suspension of
liquidation will be refunded.

International Trade Commission Notification

In accordance with section 705(d} of the Act, we will notify the
ITC of our final determination. In addition, we are making available to
the ITC all non-privileged and non-proprietary information related to
this investigation. We will allow the ITC access to all privileged and
business proprietary information in our files, provided the ITC
confirms that it will not disclose such information, either publicly or
under an administrative protective order {APQ), without the written
consent of the Assistant Secretary for Enforcement and Compliance.

Return or Destruction of Proprietary Information

In the event that the ITC issues a final negative injury
determination, this

[[Page 3112]]

notice will serve as the only reminder to parties subject to an APO of
their responsibility concerning the destruction of proprietary
information disclosed under APO in accordance with 19 CFR
351.305(a)(3). Timely written notification of the return/destruction of
APO materials or conversion to judicial protective order is hereby
requested. Failure to comply with the regulations and terms of an APO
is a violation that is subject to sanction.

This determination is issued and published pursuant to sections
705(d) and 777(i) of the Aact.

Dated: January 8, 2018.

Paul Piquado,
Assistant Secretary for Enforcement and Compliance.

Appendix I--Scope of the Investigation

The merchandise covered by the investigation includes uncoated
paner in sheet form; weighing at least 40 grams per square meter but
n! more than 150 grams per square meter; that either is a white
paper with a GE brightness level \4\ of 85 or higher or is a colored
paper; whether or not surface-decorated, printed {except as
described below), embossed, perforated, or punched; irrespective of
the smoothness of the surface; and irrespective of dimensions

(Certain Uncoated Paper).

\4\ One of the key measurements of any grade of paper is
brightness. Generally speaking, the brighter the paper the better
the contrast between the paper and the ink. Brightness is measured
using a GE Reflectance Scale, which measures the reflection of light
off a grade of paper. One is the lowest reflection, or what would be
given to a totally black grade, and 100 is the brightest measured
grade. ~"Colored paper'' as used in this scope definition means a
paper with a hue other than white that reflects one of the primary
colors of magenta, yellow, and cyan {(red, yellow, and blue) or a
combination of such primary colors.

Certain Uncoated Paper includes (a) uncoated free sheet paper
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th&t meets this scope definition; (b) uncoated ground wecod paper
produced from bleached chemi-thermo-mechanical pulp (BCTMP) that
meets this scope definition; and (¢) any other uncoated paper that
meets this scope definition regardless of the type of pulp used to
produce the paper.

Specifically excluded from the scope are (l} paper printed with
final content of printed text or graphics and (2} lined paper
products, typically school supplies, composed of paper that
incorporates straight horizontal and/or vertical lines that would
make the paper unsuitable for copying or printing purposes. For
ourposes of this scope definition, paper shall be considered
“"printed with final content'' whers at least one side of the sheet
nas printad text and/or graphics that cover at least five percent of
the surface area of the entire sheet.

Imports of the subject merchandise are provided for under
Harmonized Tariff Schedule of the United States (HTSUS) categories
4802.56.1000, 4802.56.2000, 4802.56.3000, 4802.56.4000,
4802.56.6000, 4802.56.7020, 4802.56.7040, 4B02.57.1000,
4802.57.2000, 4802.57.3000, and 4802.57.4000. Some imports of
subject merchandise may also be classified under 4802.62.1000,
4802.62.2000, 4802.62.3000, 4802.62.5000, 4802.62.6020,

4 2.62.6040, 4B02.69.1000, 4802.69.2000, 4802.69.3000, 4811.90.8050
and 4811.90.9080. While HTSUS subheadings are provided for
convenience and customs purposes, the written description of the
scope of the investigation is dispositive.

Appendix II--List of Topics Discussed in the Issues and Decision
Memorandum

I. Summary
II. Background
IITI. Scope of the Investigation
IV. Application of the Countervailing Duty Law to Imports From the
PRC
V. Subsidies Valuatiocon
VI. Benchmarks and Discount Rates
VII. Use of Facts Otherwise Available and Adverse Inferences
VIII. Analysis of Programs
IX. Analysis of Comments

Comment l: Whether To Reverse the Department’'s Government
~  athorities'' Determination

Comment 2: Whether To Reverse the Department's Specificity
Determination for the Provision of Calcium Carbonate and Caustic
Soda for Less Than Adequate Remuneration (LTAR)

Comment 3: Whether To Reverse the Department's Market Distortion
Determination

Comment 4: Whether To Exclude Policy Loan Observation 95 From
the Final Determination Calculations

Comment 5: Whether To Include Surcharges in Internaticnal
Freight Calculations for Calcium Carbonate and Caustic Soda
Benchmarks

Comment 6: Whether To Incorporate the Minor Corrections Into the
Final Calculaticns

Comment 7: Whether To Revise the Provision of Coal for Less Than
adequate Remuneration Benchmark

Comment 8: Whether the Provision of Water for LTAR Confers a
Benefit

Comment 9: Whether the Provision of Land to State-Owned
Enterprises (S0Es) for LTAR is Countervailable
X. Recommendation
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C-370-023

Investigation

"UBLIC DOCUMENT

PO D1OH201 ~ 12/3172014
[SIETE

DATE: Januury 8, 2016

MEMORANDUM TO: Puul Piguado
tunt Sceretury
for Enlorcement nid Complinnee

FROM: Christinn Marsh :.HS.
Deputy Assistant S¢
for Amticumping nid Counterviting Duty Operations

SURIEC

ey and Decision Memorandum for the Final Altinnative
Countervailing Duty Determination in the Countervailing Duty
Investigation of Certain Uneouted Paper fron the People’s
Repubfic of Chinn '

kL SUMMARY

The Departmemt of Commeree (the Department) determines that coumtervuilable subsidies nre
being provided to the producers and exporters af eeriain unconted paper (uncoated paper) from
the People’s Repubilie of China (PRC), ns provided in scetion 703 of the Tasifl Acl of 1938, us
amended (the Act), The mandutery respondents in this investigntion erer UPM Chimgshu
{UPM); Shandong Sun Paper Locustey Jnint Stock Co,, Lid. and Sun Pager (Hong Kong) Co.,
Lid. (eolicctively, Sun Paper Companics); Asin Symbol (Guangdong) Papee Ca., L1d, (AS
Guangdong), Asia Symbul (Guingdong) Omyn Mincrals Co., Lid, (A% Omyn), Asia Symbod
(Shundong) Pulp & Paper Co, (AS Shundong), wnd Greenpoint Clobad Truding (Macio
Commerclal Glfshore) Limited {Greenpuint) (colleetively, the Asin Symbol Conypanies); and the
Government of the P'eople’s Republic of China (GOC). Pelitioners nre United Steel, Paper ind
Forestry, Rubber, Manulacturing, Energy. Allied Industrin] and Serviee Workers Internmional
Union; Domtar Corportion; Finch Paper LLC PO Glalitter Company: and Puckaging
Corpuration of America {collectively, Petitioners). Below is the complete Hst of fssues in Lhis
investipntion for which we seeeived comments from interesied partics,

Comment 1: Whether 1o Reverse the Deprriment’s Government *Authorities” Delenininstion

Comment 2; Whether to Reverse the Depuriment’s Specilic __.v Determination for the __::‘_.._::
ol Caleium Cerbonmate and Caustie Sodn fur Less Than Adeyunte Remuner)
(LTAR)

Comment 31 Whether to Reverse the Department's Murket Distortion Determination

Comment 4: Whether to Exelude Policy Loun Observotion 95 Trom the Finad Deterimimtion
Caleulntions

Commemt 5: Whetler w Inchude Surcharges in Internationa Freight Calewlstions lor Caleium
Curbonute mzd Caustic Soda Benchmarks

Comment & Whether 1o Incorporste flwe Minor Carrections into the Final Caleulutions

Camment 7: Whether to Revise the Provision of Coal for Less Than Adequate Remuneration
Benchmurk

Comment 8 Whether the Provision of Water for L'EAR Conlers o Benelit

Commem 9 Whether the Provision of Land w0 State-owned Caterprises (SOEs) lor LTAR is
Countervailable

1. BACKGROUND

Cuse | listor

On June 29, n::_ July 9, 2015, we _x_cr,.:na the Preliminary Determinition for this investigation
and Motice of Correction, respectively,! We conducted verilientions of the questionnaire
F,._x,:z.v submitted by the Asin Symbol Companies, between August 26 and v%_n_:coq 8,
2015,% On December 1, 2015, we issued a post-preliminazy anadysis memerandum,” We
received ease briels _E_: Pethtfoners, the Asia Symbol Companies, and the GOC on December 8,
2015, We received rebutlal briefs [rom Petitioners wid the Asin Symbol Compinies on

GFE::Q 14, 2015, On December 15, 2015, Purties withdrew their requests for a public
b _‘_Eu

The Departinent is issuing o scope comments decision memorandum lor the final determinatjons
ol the antidumping (AD) and eountervailing duly (CVD) investigations of certain uncouted
paper, which is incorporated by reference in, and hereby adopted, by this fingt determination,®

{Jane 28, 201 5) (Preli Detecningtion} st .F::_:..:Q:E Decision ?_.._:cn_:z_:_:A_.._.r_z::_:Q
mur:._.:::..:c: Z..::_:_E_:_:u =_=_ m L 0pled

Countesvaling Bty Investigation ol Ureouted Paper from the Peopbe’s Republic of China,” (October 16, 2015)
(Asa Symbul Compantes Verilfiemion Report), "Camtervailing Duty tnvestightion of Uncoated Paper from thie
People’s Republic of Clinn: Verifie w:::_._ J, WL Customer of’ Greenpaint Global Trading (Miczo Commercin
Q_M,L_cmrv Lad.,” {Octotier _a. ma_uv RC entians Report).

g Buty
Iy Anadysis

ion of Certuin C_Fc._:.«_ m..__...n from e Peaple’s _n.._v:E.r of Chis: _.cﬁ._.qrrE
ham,” {November 30, 201 53 (Post-Preliminary Detenminntion),

! Sue Letter from Ietitionees, "Certuin Uncoited Pager From The Feuple’s Republic OF Chinn: Petitioners®
Withdruwal Of Hlearing Requoest,” {Decenber 15, 2085} md Letter from Asin Symbol Companies, “Cenin
Uneouted Paper lrom the Peopbes Republie of Chinn: Watldlruw of Request fur leuring « Asin Symbol,” (December
15, 2015).

* See the Departinent’s memornndea to e fil sithed, “Less-Thnn-FuirVadue Investiguions of Certuin Uncouted
Tuper fiom Au: ., the Peopbe’s Repubbie of Chin, Indonesiu, and Porugnl; ond Countervailing Dy
vestigations of' Certain Uneonted Paper frem the People’s Repubilic of Chitu and Indongsing Svope Commuents
Deaision Memarnnduwan for the Fioal Daerminions,” Juuary 8, 2016} (Fing) Seope Decision Mentorsndam).




3. Period of Investipation

The period of investigation (POIY is January 1, 2014, theough December 31, 2014,
I, SCOPE OF THE INVESTIGATION

The merchandise covered by the investigation includes uncanted paper in sheet form; weighing
at lenst 40 grams per squace meter but not more than 150 grams per square meter; thit cither is o
while paper with a GE brightness leve)® of 83 or Iiigher ar is # eolored paper; whether of not
surface-decorated, printed (except as described below), embossed, perforated, or punched;
irrespective of the smoothness of the surface; and irrespective ol dimensions {Certain Unconled
Paper).

Certain Uncoated Poper includes (a) uncoated free sheet paper at meets this scape definition;
(b} uncoated ground wood paper produced from bleached chemi-thermo-meehanical pulp
(BCTMP) that meets this scope definition; and {c} any other uncomed paper that meets this scope
definition regardless of the type of pulp used to produce the paper,

Specifically excluded rom the scope asc (1} paper printed with final content of printed text or
graphics and (2) lined paper products, typically school supplivs, composed of prper that
incorporatcs straight horizontal andfar vertical lines that would nuske the paper unsuitable for
copying or printing purposes, For purposes of this scope definition, paper shalt be cansidered
“printed wilh final content™ where at least one side of the sheet has printed text andfor graphics
that cover at least five percemt ol the surlace aren of fhe entire sheet,

Imporis of the subject merchandise are provided for under | larmonized TuriT Schedule of (he
United States (HTSUS) categosics 4802,56.1000, 4802.56.20(K), 4802,56,3000, 4802.56.4000,
4802,56,6000, 4802,56.702(), 4802.56.7040, 4802_57.1000, 4R02,57.2000, 4802.57.3000, and
4802,57.4000. Some imports of subject merchandise may also be classilied under 480262, 5000,
4802.62,2000, 4802.62.3000, 4802,62,5000, 4802.62.6020, 480:2.62.6040, 4802.69.1600,
4802.69.2000, 4802.69.3000, 481 1.90.8050 and 4811.90.0080, While HTSUS subheadings nre
provided lor convenience and customs purposes, the written description of the scope of the
investigation is dispositive,

“One of 1he key measurements of any grade of paper is brightness. Gunerally speaking, the Dbrighter the paper the
better the contrast belween the paper sad tie ink - Brighiness is measured using n GI Reflectanee Seule, which
measures the reflection of light off a gracle of paper, One is the Jowest relleetion, or wit wonld be given to n lutally
black yrade, and 100 is the brightest measured geade  "Colased paper™ s used in this seape definilion means n
paper with a hue ather than white Ihat refeets onc of the primnry colors of magenta, yellow, il eyan {red, yellow,
and biue) or n combisation of saeh prinmry colors

V. APPLICATION OF THE COUNTERVAILING DUTY LAW TOQ IMPORTS
FROM THE PRC

On October 25, 2007, the Department published its final determination on couted Iree sheet
paper (rom the PRC. i CFS frop the EPRC, the Deparunent found that:

- .. given the substantiad ditterences between the Soviel-style economies and
China's ceonomy in recent years, the Deparanem's previous decision not 10 apply
the CVID law o these Soviet-style economivs does not st as a bar to proceeding
with & CVI) investigation involving produets Trom China®

The Depariment aflinmed ils decigion to apply the CV1D law Lo the PRC in nuamerous subsequent
determinations.” Furthermore, on March 13,2012, Pubtic Law [12-99 was enacted which
confirms that the Department has the autheority 1o apply e CVD faw to countries designated as
nen-mirket economies under seetion 771(E8) of the Act, such as the PRC." The effective dute
provision of the enacted legislation mukes clear that this provision upplies 1o this proceeding, ‘!
Additionally, for the rewsons stined in CWP fron the PRC, we are using the diate of December
11, 2001, the date on which the PRC became o member of the World Trade Organi
(WTQ), ais the date 1rom which the Department will identity and meusure subsidies in the PRC
Tor purposes of CVID investignions."?

V. SUBSIDIES YALUATION

Al Allocation *eriod

The Departmest normatty allocates the benefits [rom non-recurring subsidies over the average
uselul Hfe (AULY of renewabie physical assets used in the production of subject merchandise,
The Depariment finds the AUL in this proceeding to be 13-yeurs, pursvant o 19 CFR
351,524(d){2) und the U.S. Internal Revenue Service’s 1977 Class Life Assel Depreciation
Ringe System.™ “The Department notilied the respondems of the 3-year AUL in the inftiad
questionnaire and requested data sceardingly.™ No party in this proceeding disputes this
alfocation period,

ilive Counlery;
panying Issues and Decision

Kn:_::_:._:_::_v?.:":C:.:.:r.:_.a,
LY E

v

1M a1 Comment §6,
Section Ha) is the refevant provision of Pubilic Law 112:99 md is codilied o seetion 7010 of the Act

" See Pubtic Law 112:99, 124 Siat, 265 HE(D).

"2 Qg CWE from the PRE wxd accempanying HIM o Cununenn 2,

¥ See 19 CFR 351,524(h),

" Sge 11,8 Internal Revenye Serviee Pul ion 946 (2013), “Appendix 13 ~ Tuble of Class Lives und Recovery
Periods,” submined in e Petiion w1 Volume YL Exhibin Viil-
™ See Letter From the Depurisent W the GOC regurding *nitial Questionnaire™ {Maech 24, 2015) (Bepurtnent’s
Enitad Qest aire) i1 "Section 1 — Pragrin Specilic Quistions ™




Furthermore, for non-recurring subsidies, we have applicd the “0.5 percent test,” a3 deseribed in
19 CFR 351.524(b)(2). Under this lest, we divide the amoust of subsidics approved under &
given program in a particular year by the relevant sales value {ean, total sales or export sales) for
the same year. [fthe amount of the subsidics is fess than 0.5 percent of the relevant sales value,
then the benefits are allocited Lo the year of receipt rather than scross the AUL.

B. tiribution of Subsidics

Cross Owsership: In accordunce with 19 CFR 351.525¢(b)(6){i}, the Department norma ly
attributes a subsidy Lo the products produced by the company that received the subsidy.
However, 19 CFR 351.525(b)(6)(i1)-(v) provides additionad rdes Tor the nttribution of subsidies
received by respondents with eross-owned allilintes, Subsidies 1o the Tollowing types of cross-
owned alfilintes arc covered in these ndditioni) anribution rules; (i) producers of the subject
merchandise; (it} holding companies or parent companics; {iv) producers o an input that is
primarily dedicated 1o the production of the downstream product: or (v} an affiliae producing
non-subject merchandise that atherwise translers a subsidy to 4 respandent,

According to 19 CFR 351.525(b){G)(vi), cross-ownership exists belween two or more
corporations where one corporation can use or dircet the individual assets of the other
corporation{s) in essentially the sime ways it can use its own assets. This section of e
Department’s regulations states thid this standard wit] normally be met where there is a majority
voting ownership interest between two corporalions o through common ownership of two {or
more} corporations. The CY1 Preamble to the Department’s repulations furter clarifies the
Department’s eross-ownership standard, According to the CVID Preamble, rekistionships
captured by the cross-ownership definition include those where:

the interests of Lwo corporations have merged to sueh a degree hat one
corporation can use or dircet the individual assets {or subsidy benefits) of the
other corporation fn esscntially the smme way it can use its own assets (or subsidy
benefils). ., Cross-ownership docs not reguire one corporation 1o ewn 100
percent of the olhier corporation. Normally, cross-ownerslip will exist where
there is a majority voting ownership interest belween [wo corporations or {hrough
common ownership of two (or more) corporations. In certain circamsiinces, n
large minority voting interest (for example, 40 percent) or a “polden share™ may
also result in eross-ownership, '

Thus, the Department’s regulations make clear that the ageney must look at the facts presented in
cach case in determining whetlier eross-ownership exists, The 1.5, Court of International Trade
(CIT) has upheld the Department’s authority to aftribate subsidics hased on whether a company
could use or direct the subsidy benefits of another company in essentiably the same way it could
use its own subsidy benefits,””

R GS34R, 65101 {November 25, 1998) {(V1) Presyhle)
i v, ni ex. 166 18 Supp 2d 593, 600604 (CIF 2001,

Axia Symbol Companies

During the POL, AS Guangdong, AS Shandong, nisd AS Oy were directly or indirecily,
partially or whally owned by the same shareliotders, Under 19 CFR 354 S2A5(0)6)(vi), cross-
wwiership exists between eorporations il une corporation cim use or direct the individusl assets
of the other carporation(s) in essentially the smme way it uses its own. ‘This seetion of the
Deparment’s regulitions slates that his standaed wind nurmully be met where there is a majority
voling interest between two eorporations or threugh commeon ownership of two {or more)
corparations, Based on the information supplicd by the Asis Symbol Companies that indicmed
AS Guangdong, AS Shandong, und AS Omya nre owaed by the sume shareholder parent, '™ we
determine thit AS Gunpgdong, AS Shandong, and AS Omya are cross-owned under 19 CFR
351.525(b)G)(vi}. AS Guangdong is a producer of the subject merchandise und AS Shandong
and AS Onryaare input praducers. Consequently, Uhe subsidies received by these companies are
altributed nccording 10 the rules established in 19 CER 351.525(b)(6)(ii) and (iv), respectively,

C. Denomigalors

by aceordance with 19 CIFR 351,525¢b), the Deparement considers the basis for the respondent's
seeeipt of benelits wnder el program when stteibuting subsidies, e, 1o the respondent’s
exporl of lotal sules, I the sections below, we deseribe the denominutors we used 10 cal
the countervailable sulsidy rates for ke vaeious subsidy programs.

Inits response, the Asia Symbol Compunies reported that, in addition 0 domestic sules, Uiy
praduce uncogted paper on a totl basis 10 o third-country trading company that subseqguently sctts
the merchandise 1o foreign markets.™ I our Grst supplemental questionnaire, we requested the
Asia Symbol Compunies to provide ndditionul information concesning its wlled sales, tn
particular, we sought additional infopmation concerning the nwurk-up charged by the third-
counlry trading company.™ In its response, the Asia Symbol Compunies reported the oliee for
ach respective compuny did not ¢hirge a mark-up on the ultimate export price of merchandise
produced by AS Guangdong or AS Shandong beeouse there was no sale between the companies
and their wiliees.?' Based os the informution pravided by the Asia Symbol Companies, we
determine that e third-country trading company did not charge a mark-up on the merchandise
produced by the Asia Symbot Companies. As i result, we huve determined to caleulate the sules
denominutor wsed in our subsidy calealation bused on the siles vadues siributable 1o the Asia
Symbol Cempanies,

"™ Seg the Asin Syl Compinies’ submission, “Cueetuin Uncoited Paper from the People’s Republic of Chni:

Repoting Compantes, Allilintion Buta und Response t Additionsl Questions - Asia Symbal (Guingdong} Paper
" (April 24, 2015) (Asta Symbo) Compasies® Affilistion Response).
resposse (1QIG (Muy 20, 2015) ut AS Guangdony EQR ot 10«

whong QR a1 30 - 13 und AS Stindung ESQR (June £5, 2085} 010 - 5.
M gee the Depactent's Fest sugplamaentil questicannine 1o e Asin Syibol Com

Qe AS 3 Gunngdong

1SQI ot 2 nnd 3. Seeplio
hlic of Chi T i

Fana Irnve el

493G {Junsuary 28, 2009} (WY,
cnterdn Lo andpust sales denonssatar.



Y1, BENCHMARKS AND DISCOUNT RATES
The Departinent is investigating loans received by the respondent [fom PRC policy binks and
stale-owned commercial banks (SOCBs), as well o3 non-recurring, allocable subsidies.? The

derivation of the benchmark and discount rates used to vadue these subsidics is discussed below,

A, Short-Term RMB-Denominated [oans

Section 771(SKEY(ii) of the Act explains hnt the berefit for Joans is the “dilTerence between the
amount the recipient of the loan pays on the Joan and the amount the regipient would pay on i
comparable commercial koin that the recipient cowld aciually abiain on the market,” Zc:sn_zw..
the Department uses comparable commereial loans reporied by the company as # benchmark, ?
If the firm did not have sy comparable commercial loans during the puriod, the Department's
qnm:_.:wmsa provide that we “may use a national average interest rale for comparable commercial
loans,™

As noted above, scetion 77 1{5)(E)(ii) of the Act indicates thal the benchmark should be o
market-based rate. For the reasons first explained in CFS [rom the PRC, loans provided by
Chinese banks reflect significant government intervenlion in the banking seetor and do not
reflect rates that would be found in a functioning market.®® Beeause of this, any loans received
by the respondents from privite PRC or foreign-owned banks would be unsuitable for use as
benehmarks under 19 CFR 351.505¢n)(2){i). For the same reasons, we cannol use a natjoml
interest rate for commercial loans as envisnged by 19 CFR 35E.505(a)(3)(i1). herefore, because
of the special difficultics inherent in using o PRC benchmark For Joans, the Department is
selecting an external market-based benehmark interest rate, The use of an external benclunark is
congistent with the Department’s practice. For example, in Lumber (rom Canads, the

Department used WS, timber prices to measure the benetit for government-provided Gimbor in
Canada.?®

In past proceedings involving imperts from the PRC, we caleatated the external benchmark us ng
the methodology first develeped in CFS from the PRE? and more recently wpdated in Thermal
Paper from the PRC.%* Under that methodolagy, we [irst determine swhich countrics are similar
to the PRC in terms of gross national income, based on the World Bank's classification of
countries as: low income; lower-middie income: upper-middle income; and high income, As

#Sge 19 CFR 351.524(bY 1),

A See 19 CFR 351.505(a)3)(3).

M gee 19 CFR 351.505(n)(3)(ii).

#See CF ¢ PR and sccompnnying SDM at Canment 10 pages 62 to 72; see plso Memorandum Lo 1h
from Patricia Tran, International Trade Compliance Analys!, “Conmervaiting Duly Envestigation of Cernin
Uneanted Paper from the People’s Repoblic of China: Banking Memaorandim,™ dated Tune 22, 2015 {Banking
Memarandum},

Hl arepglanee;

Sofiwood Lumnber
[row Canada) and accompanying IDM at "Analysis of Programs, Mravineial Stunpage Programs Determined 1o
Confer Subsidics, Bonefit,™

¥ 8ee CI§ from the PRC and neeompanying DM at Camment 10,
»»mhh_. weiyh {4 r from th ole's Republis o
Determination, 73 FR 57323 (Qulaber 2, 2008) (Theauel Pap

expluined in CFS Nrom the PRC, this pool of countries captures the broad inverse relationship
belween incone and interest sates. For 2001 through 2009, the PRC el in the lower-middle
incume category.™ Beginning in 2010, however, the PRC is in the upper-middle income
citegory and remained there from 2018 1o 2013, Accordingly, us explained furtlser below, we
are using the interest rates of lower-middle income countries to construct the benehmark end
discuunt rutes Tor 2004-2009, and we used e interest rites of upper-middle income countries to
construet the benchmiark and discoun rates for 2010-2003, This is consistent with the
_uﬁx_:_:ni.ﬂ._”:_n,__:_mc: of interest eutes for recemt CVID proeecdings invalving PRC
merchandize,”

Adler the Depariment identifies the appropriate interest rutes, the next step in constructing the
benehmark s 1o incorporite an important faclor in interest rute formation, the strength of
governance as reflected in the quality of the countries* institlions.’ The strength of governunce
has been built into the analysis by using i regression analysis that relates the interest rates to
guvernance indicators,

ln ench of' the yuars from 2001-2009 and 201 1-2013, the results ol the regression snalysis
retlected the intended, common senge resuit: stronger instinetions meant relatively lower real
interest rates, while weaker instilutions meant refutively higher real interest rates, For 2610,
however, the regression does nol yield thut eutcome lor the PRC's income growp.™ This
contrary result for a single year does not keid us W reject the strength of governance us a
determinant of interest rates. Therefore, we continue o rely o the regression-based analysis
used since CFS from the PRC to campute the benclimarks for the years from 200[-2009 and
2011-2013. For the 2010 benchmark, we are using un average of the interest rales of the upper-
middle income countries, Many of the countries in the World Bank's upper-middle and lower-
middie income categories reported lending and infation rates to the Internitional Monetary
Fund, and they are included in that ageney's litemationa Financial Sudistics (IFS). With the
exceptions neled below, we used the inerest and inflation rutes reparted in the 1% for the
countries identified as "upper middle income™ by the World Bank Tor 2010-2053 and “lower
middle income” for 2001-2009.™ First, we did not inchide those economies that the Deparunent
considered 10 be non-market cconomies for AD purposes for any part of the years in question,
for exwmple: Armenin, Azesbaijin, Belarus, Georgia, Moldova, and Turkmenistan. Second, the
gonl necessurily excludes any country that did not report both lending and inllation rates w IFS

* See World Bank Cowary e (World Bunk Ceuntey Classilieation); gee plsg
Mamorandum to the File g Bty Investigation on Uncomed Paper [rom the People’s Republic of
Detesmimation Coleulutions for the Aséa Symbol Companies,” (Januury 8, 2016) (Finnl Cateulution
Memorandumy),

* Sow World Bank Country Classifieution,

* See, e, Curtuin Freeen Wi “hine Prefiminary C

Luty Determination, 78 FR 33346 (June 4, 201 3) und aecompanying Preliminay Deeision Mensorusdum (DM) at

“Renchmarks aod Discesnt Rites,™ unchianged in Certaim ¥rozas Wamiwils: dp from e People's Republic of
ldny: i i ¥ I

inul Afliemative Courngrvinling Duty Deterination, 78 FR 50391 (August 19, 2013).

* Fur this final delernination, we hisve spplied the 2013 short-tesm banchimek ate Ior sitations that require 2 2014
shortsterm benchimark.

M Bue Memorandun 10 the File from Patricia Tran, haternationa] Teude Conzplinnee Analyst, " Counlerv
fuvestigation of Certnin Unconted Paper from the People's Republic of Chian: Iimerust Rate Benchmark
duny,” dated June 22, 2015 (Inerest Rate Benehngrk Muemorandan).




for those years. Third, we remaved sy country thal reporied a rate that was 1ot a lending rate or
that based its fending rate on Foreign currency-denominated instruments. For e eximple, ._czm__:
reported a deposit rate, not a lending rate, and the enes reperted by Ecuados and ﬂ::: L3
are dollar-denominated rates; therefore, the rates for these three courics have been n.zr::_i_.
Finally, for each year the Depariment ealenlated un inflation-adjusied short-lenn benchmnark rate,
we also excluded any countrics with aberrstional or negative real imerest rates for the yenr in
question,” Because the resulting rates are net of inNation, we adjusted the benehmagk to inelude
an infiation component.™

B. Long-Term RMB-Denominmed loans

The tending rates reported in the IFS represent short- and medium-ieem lending, and there are
not sulficient publicty available long-term intescst rate dits upon which to base & robust
benchmark for Jong-term loans. To address this prablem, the Depariment developed an
adjustment 1o the short- and mediwm-term rates 5 convert them to fong-term rates using
Bloamberg 1.8, corporate BB-rated bond rates,

In Citrie Acid PRC Tnvestipation, the Deparinent revised this methedology by switching from a
Tong-term mark-up based on the ratio of the rates of BB-rated bonds to applying & spread which
is calcutated as the difference between the two-year BB bond rale and the n- year 1313 hond rine,
where “n” equals or approximates the number of years of the term of the Joan in question,™
Finally, because these long-term rates are net of inflation as noted above, we adjusted the
benchmark to fnelude an inflation component.™

C. Foreipn Currency-Denomingied Loans

T'o calculate benchmark interest rates for Norcign currency-denominated loans, the Depariment is
Toltowing the methodology developed aver a number of suceessive PRC investigations. For 1.5,
dollar short-term loans, the Departiment used as a benchmark (he one-yeur dollar London
Intesbank Offering _ﬁ:n (LIBOR), plus the average spread between LIBOR and the one-year
corporaic bond rate for companics with a BB riting, Likewise, for any loans denominnted in
other loreign currencies, we used ag o benehmark the one-year LIBOR For the given currency
plus the average spread between the LIBOR rate and 1he one-year corporate hond rate for
companies with a BB rating.

Far any long-term foreign currency-denominated onns, the Department added the applicable
short-lerm LIBOR rate Lo o spread which is caleulated as the difference between the one-year BB
bond rate and the n-ycar BB bond rale, where “n™ equals or approximates the nismber of years of

1 the RO, pad accomprmysng 1M m _c
itrate frm From the Peonle®

Comment |4,
oE Final Calculation Memorandien

the terny of e Toan in guestion, The resulting infiation diusted benclnark leading rates are
provided in our biterest Rate Beaclimark Memorondum. ™

1. Discount Rales

Cunsistent with 19 CFI 350, 524(A)3)(I)(A), we used, 13 vur discount rate, the long-term interest
rite ealeulated aceording to the methodology F_..mricrr_ above for the year in which the
gavermpent provided non-recurring subsidies.” The imerest rate Benchinarks and discount rates
used i oar finat caleubstivng wre provided in the Final Cudeulation Memorandum, ™

VIL  USE OF FACTS OTHERWISE AVAILABLE AND ADVERSE INFERENCLES

Seetion 776(a) of the TarilT Act of £930, us amended {she Act) provides shat, subject 1o section
782(d) of the Act, the Depuriment shatl apply “fucts otherwise avaitable” it {1) necessury
information is not on the record; or (2) an inerested party or any otler person (A) withl:olds
information that has beew requested, (13 ails to provide information within the deadtines
established, or in the larm and munner requested by the Departnent, subject o subsections
(eX{1) and () of section 782 of'the Act, (C) signilieantly impedes o proceeding, or {2 provides
information Uit cunnot be verified as provided by section 782(8) of the Act

Where the Department determings that & response W a request for information dous not comply
wills the request, seetion 782(d) of the Act provides that the Department will so inform the party
submitting the response and will, to the extent practicable, provide that party un apportunity o
remedy o explain the deliciency. 15 the party (uils o remedy or satisfactorily explain the
deficiency within the applicable time lineits, subject 10 section 782{¢) of the Act, 1he
Department smay disregard all or part of the originat snd subsequent responses, as approp

Che June 29, 2015, the President of the United States signed inta iw the Trade Prelerences
xtension Act ol 2085 (FPEA), which mide numerous amendments  the Al wnd CVD law,
ineluding amendiments o sectioas 776(bY and 776(c) of the Act and the addition of section
776} of the Act.™ The sinendments 10 the Act are applicable o il determinntions made on or
aller August 6, 2015, and, therefore, apply to this investipation, ™

Suction 776(b} of the Act provides that the Depariment miy use un adverse inference in
applying the fiets otherwise available when o party fiils to cooperte by not acting 1o e best of
its ability o comgply wilh a request Tor information. fn doing so, und under the TPEA, the

* Seq tnteress Rite Beaehmuck Muemnarzsiduns
M Bep ¢ i Memorand
B
M gee TPEA, Pub. L No 11427, 120 Stal. 362 (2015}, The 2015 luw does not specify dites of upplicution for those
wahisens, Ow August 6, 2015, the Depirtinent pubilishesd s interprentive rale, in which it snnounced

n_—ﬁmﬁ,—._:_q a:.mnm for n:n__ amenshinent to the Act, nxn..._.: for inendnents to seeiion 771(7) of the Act, which relute

1 Trule C 1550 Sue Dutes of Applicnizon

“Tive text of the TPEA may be found m_
AULN
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Department is nol required Lo deferiming, or make any adjustiments to, a countervailable subsidy
ratc hased on any asswmptions abouwt informalion an interested party would have provided il'the
interested party had complied with the request for information. ™ Further, section 776(b)(2) of
the Act states that an adverse inference may include relinnce on information derived from the
petition, the final determination from the countervailing duty investigation, a previous
administrative review, or other information pliced on the record, "

Section 776(c) of the Act provides that, in general, when the Deparunent relies on secondary
information rather than on information obtained in the course of an investigation or review, it
shall, to the extent practicable, corroborate that information from independent sources that are
reasonably at its disposal.? Sceondary information is defined as information derived from the
petition thal gave rise to the investigation, the final determination concerning the subject
merchandise, or ay previous review under seetion 75§ of the Act eoncerning the subject
merchandise.” Further, and under the TPEA, the Departiment is not required to eorroborate any
countervailing duty applicd in & scparate segment of the same proceeding.

Finally, under the new section 776(d) of the Act, when applying an adverse inference, the
Department may use a countervailable subsidy ratc applied for the same or similar program in
a CVD proceeding involving the same country, or if there is no same or similar program, use o
countervailable subsidy rate lor a subsidy program frow a proceeding that the Depirtment
considers reasonable to use.™ The TPEA alse makes ¢lear that, when selecting facts availuble
with #n adverse inference, the Department is not reqarired 1o estimate what (he counervailable
subsidy rate would have been if the interesied party luiling 1o cooperate had coaperated or Lo
demonstrale that the countervailable subsidy rute reflects an “atleged eommerciat realiy™ off
the interested party.”!

A, GOC — Calcium Carbonate and Coal Markets Are Distorted by the Significant

The Bepartment requested the GOC to provide information concerning caleium earbonate,
causic soda, and coal in the PRC for the POLand (he previous two years. Specilicatly, we
requested the GOC to provide the following information:*

. The total number of producers.

b. The total volume and vidue of Chinese domestic consimption of finput} and the
wotal volume and value of Chincse domestic prochiction of {input}.

c. The percentage of domestic consumption accounted for by domesiie production.

d. “The total volume and value ol imports of {inpu}.

** See section T76{LI(§ X3 of the Act; T
** Sec alsp 19 CIR 351.308(c).

** Seq plsa §9 CFR 351.308().

** Sec Starcment of Administrative Action {SAA} accompanying the Ursguay Rauad Agreeinents Act (URAA),
H.R, Doc. Na. 103-316, vol, 1 nt 870 (1994),

*? Seg section T76{e)2) of lhe Act: TIPEA, scclion 502(2).

# Soe section 776{d)(1) of the Act: TREA. section S02(3).

*! Seq section T76(e)(3) of the Acl; TPEA, section 502(3),

* Seq the Department™s Mitint Questiannaire (1Q) At the st procducer appeidix and 158G a4, 6, mut 9.

A, section 5D2(1}(13).

e, The 1ot volume snd value o' domestic production thit is sceounted lor by
companies in which the Government maintains an ownership or management
interest either direetly or through other Government enlities,

1. A discussion ol what laws, plans of policies address the pricing ol {input}, the
levels of production of {input}, the importution or exportation of {input}, or the
development ol {input} eapacity, Please state which, i uny, central and sub-
central bevel industrinl policies pertuin to the {inpu) industry.

The Deparimem requests such inlormation to determine the government's role in the retevant
input maket and whether the GOC is tse predominant provider of these inputs in the PRC and
whether jts signilicant presence i the market distants all domestic transaction prices. The GOC
slated that it does not maintuin records o calvium carbonate and coal, rendering the
identification of producers in which the GOC maintins an ownership or management interest
either directly or throwgh other government entities extremely difficull.® The GOC, with
information from the industry association, provided the wtal volume and value of domestic
consumplion and production of ealcium carbonate and conl.¥ The GOC, wilh inturmution from
the General Adminisiemion of Customs of the People's Republic of China (Cusioms) and the
Nutionsl Bureaw of Stitistics (SSB), provided the total volume snd velue of domestic
consumption, production, and impons of caustic soda, ™ The Drepartment issued a supplemental
questionnaire requesting e GOC to provide the number of :_“_Eﬁ producers in which the
Government maintaing an ownership or management interest,™ The GOC responded that it,
“does nol mainwin information regaeding the number or ownership,” of calcium carbonate and
canl producers,*’ i u previous investigation,™ however, the Department was able o continm at
verilication that the GOC maintaing two databases a the State Administration of Industry and
Commerce (SAIC): one is the business registrution database, showing the most up-to-date
company information; while i second system, "ARCHIVE,” hwuses electronic copics of
documents such as business licenses, anmal reports, capital verilication reports, ete. See
Comment 3. In the instant investigation, the GOC provided pwnership information from SAIC
for the Asia Symbol Compantes” calcium carbonate and coal suppliers.™ The GOC s uble 10
ulilize the SAIC dmubuse which indicates the type ol emerprise, g, solely-state owned, in
conjunction with information lrom the industry association to determine the number and
swnership of ealeium earbenate and coal producers in which the government maintains an
wwnership or management interest either diecetty or through other government entities,™ QOn this

M gee GOC | cpuestinnaiire response (May 21, 2015) (GOC HQR) w57 sad 88; GOC's Ist supplemeimal
questivnniise Fespanse Chane 13, 200 5) (GOC 1SQRYm 4, 5, und 16,
Ik, at 56 aend 87

PrE LT,

b Seg the Department’s 135G 10 the GOC (une |, 2003w o, 6, and v,

? See GOC 1SQR ul 4 and 16,

™ See Memorandune to thie File Trom freicin M. Tran, “Additionat Docunents for she Peglimurmry Delenninaticn,”
{June 22, 201 5) {Additional Docwnents Tor Prelim Memuvrandiun) nt Attaclynent |, whieh containg Memorandum 1o
Susan Kulibach, Director, AIWCV() Operations, Olliee 1, fram Shane Subler and Bavid Neubacher, taternationsl
Trade Complisnee Analysts, “Countgrvailing Buty Investigstion; Certnin 0l Couney Tubular Goeds from the
People’s Republic of Chin; Verifieation Report of the Jinngsw Provinge Stite Administration of Industry and
Comneree and Fianjin Municipality Stule Adminisirastion of Indusiry and Commerce,” {October 29, 2009) (QCTG
PRC Investigation Yerilication Report}

* Seg GOC QI m Exhibits 34 sud 40,

I b 56, 87 sl Exhitit 34




basis, we determine that the GOC has an ¢lecironic system available o i Lo gother indusiry
speeilic information the Department requested.”!

Therelore, we determine that the GOC withheld nece sary information Mat was reguested of it
and, thus, that the Department must rely on “facts available™ i making our final deterniniion, "
Moreover, we deterntine that based on this failure to provide us with the requested information,
the GOC fuiled 10 cooperate by not acling to the best of*its ability 1 comply with our request for
information. Consequently, an adverse inference is warranted in the application of facts
avaitable.” In drawing an adverse inference, we find that PRC prices from actual teassactions
involving Chinese buyers and selfers arc significantly distoried by the involvement of the
Goc.* Therefore, we find that the wse ol an external benehmark is warranted for caleulating the

benefit far the pravision of caleium carbonate and conl for less than adequate remuneration
(LTAR).

For details regarding the remaining elements ol our anslysis, seg the “Provision of Cateium
Carbonate and Coal for LTAR" scetion below and Comment 3.

B. alcium Carbonale and Coustic Soda is S

The Department requested the GOC to provide & list of industeies in the PRC that purchase
caleium carbonate and caustic soda directly and 10 provide the amounts (volume snd valuc)
purchased by ench of the industries, inchuding the paper m_:_:m__.w.a The Department requests
such inforimation for purposes of ils de facle specilicity analysis, fn the mrrtive seetion of its
questionanaire response, the GOC, citing ditta from an industry assecintion, submitted information
listing the relative consumption, by industry, of calcium carbonise and caustie socda.™ Ina
supplemental questionnaire, the Pepartment requested the GOC 10 subsumtiste the infarmation
in ils narrative response, namely to previde volume and vatye data corresponding 1o each of the
industries that consumed calcium casbonate and caustic soda. ™ Rather than provide the
requested information, the GOC indicated that it based the industry consumption data i its
inilial response on the “cstimates™ of "expericnced expents™ ol cach respective industry,™ See
Comment 2 below for further discussion.

We determine that he “estimated” consumption information submitted by the GOC, which fucks
supporting docwmentation, is not verifiable and therefore is wnreliable.™ We further determine
that the GOC has withheld neeessary information with regards to the volume and value dia
corresponding 1o each of the industries that consumed calcium carbonate and caustic soda (il
was requested ol it and, thus, that the Department must rely on "lacts nvailable™ in making our

* Seo Additional Documents for Mrelim Memosandum a1 Atachment 1
* Seq section TT6(a)2YA) ol the Act.

* Sog section 776(h) of the Acl.

oo See CVD Prepmblg, 63 Rk 65348, 65377,

¥ 2oe Departnient's §Qat 1.8, 1410, aned 1111,

* See GOC IQR m 59 and 76.

7 Spe Depaniment's 180 ta the GOC (Junc 1, 2085} ar 3, 4, and 6,

** Sop GOC 1SQR 0 2~ 9
s\u E

finad determination,™ Moreover, we determine thin the GOC has Tailed to couperute by not

cting to the best ot its ability to comply with our request for information that eorroborates the
industry consumplion information contiined i the narrative section of its initial questionnaire
response, Consequently, for purposes of the determimution, we find that an adverse inference is
warranted in the application of fuets available.™ In drawing an udverse inference, we {ind that
the GOC’s provision of eateium carborate and cavstic sodi to paper producers is specilic within
the meaning of section 771(3A) of the Act. The Depariment’s determination that the subsidies
undler these progrms are specific is supporied by the Department’s determinations regarding the
GOC’s provision ol catcium carbonate und caustic soda lor LTAR in 2011 Citric Acid Review™
and 2042 Ciwie Acid Review, ™

For details regurding the remaining clements of our anulysis, see the *Provision of Caleium
Curbenate and Cuustie Sodu for LTAR™ seetion below and Comment 1.

C. GOC — Cenain input Providers Are GOC Authoriiies

In the initial questionnaire, we requested vwnership information from the GOC about the
companies that praduced cateium carbonate, cuustic sods, and coal purchased by the Asia
Symbal Companies,™ We notified the GOC that, in aceordinee with the unalysis contained in
the Public Body Memarandum placed on the record of this investigation,™ the Department
generlly treats producers that are majority owned by the government or s government entity us
controlled by the goverament and, henee, s “autlorities” within the meaning of section
TTHE)3) ol the Act. Towever, with regard 1o those majurily povernment-owned companies
that the GOC urgues are not “mthorities,” ad for cach producer than s not majority owned by

k!

" Sae sections 7760001 nod 776(J(2)(AY of e At
™ See section 776(b) of the Act,
M See Citrie Agidd il Cennin Citrune Sl
Duty Adiinisicative R
___u?_ at Comment 4

K PRI .
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neeamgrnying 1M m Commen 3A

Houe Departmeat’s [Q at b2, 1~ 10, aed FE-14

» See Memarandum 1o the File from Paricin M. Tron, “Additioni) Deeamems for Ui Preliminnty Determination,”
dlisted June 22, 2015 (Adulitionad Docuntents Menorandwn), which ineludes Memorandum for Puil Piqundo,
Assistant Secretiry for lmport Administeation, theough Ly Fischer Fux, Deputy Assistnl Seeretary lor ADICYD
Palicy and Negotiation, Cliristinn Mursh, Deputy Assissant Seeretnry for AB/CVE Opyrations, and John [
Metaeey, Chiel Comisel for Import Administration, frone Shauna Biby, Christophier Cassel, Timothy Hruby,
Ofliee ol Pebicy, hnport Admimstration, "Secton 129 Determination of e Countervailing Duty nvestigation of
Cireuliw Welded Carbon Quality Steel Pipe, Light-Walled Keermagulor Pipe and Tube; Laninated Woven Sacks:
e OfF-the-Rond Tires from the People’s Republic of Ching: An Analysis of Public Bodies in the People’s Republic
of China in Accordance with the WTO Appellate Body's Findings iy WTO 8379 duted Muy 18, 2012 (Public
Bady Meenorandum), snd its atschment, Memorandunt for Pad Fiquindo, Assistant Secvetury for fnport
Admindstration, through Lysn Fischer Fox, Depuly Assistont Seerctary for AD/CYD Policy and Negutimion,
Christian Marsh, Depiay Assisung Secremry for ADICVD Operutions, mxd Juln D Melnerney, Chiel Counset for
Bnport Adminisirition, fremn Shiauna Biby, Chestupher Cugsel, Timothy Hruby, Office of Policy, Iinport

i 1l ectevange of the Chingse Compnanist Party Fur the limited purpose of detenmining whether
sideredd e be *pablie bodivs' within the comtext of o countervailing Suty

ited uy 18, 2012 {CCT1* Memoranduns).
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the government, we instrucied the GOC 1o answer all questions in the *lnformation Regarding
Input Producers in the PRC™ Appendix ( nput Producer Appeadix). For each produeer that the
GOC claimed was privately owned by individuals during the PO, we requested identification of
the owners, members of the board of dircelors, or managers of the producers who were alse
government or CCP officials or representatives during the POE,

The QOC responded that the Asia Symbe! Companies purchased caustic sody from six
producers: calcium carbonate from seven producers; and coal from Four producers, With regard
to eight producers, the GOC did no1 ehallenge the Department’s “autherity™ practice and avalysis
for enterprises that are majorily mwned by the government or a povernment entity.™ “The GOC
allempied Lo provide ownership information fos five preducers, wholly or partiatly owned by
Chinese individuals or entities. However, the GOC failed 1o respond 1o seetion [3 of the Input
Praducer Appeadix regarding the presence of Chinese Communist Barty {CCPY ofticials and
organizations within those companies.” Instead, the GOC stated that the Degartment's CCP
questions are not relevant to the investigation of the LTAR program and that, ns a matter of PRC
law, the government cannot interfere in the management and aperation of e supphicrs of faw
materials.™ The GOC explained its view that the CCP, the People’s Conpress, and the Chinese
People’s Political Consulative Conference are not governmental bodies.” The GOC also stited
that “because the 9 ealilies are not governmental bodies, the GOC cannut require them to provide
the requested information,”™ Furthermare, the GOC stated that “{t}here is no central
informational database to search Tor se requested information ond te industry and commerce
administration does not require compnnies to provide sueh information.™ n the 18Q, we asked
the GOC to provide a response o these questions in section 13 of the Input 'roducer Appendix
which it did not answer in fhe initial questionnaire respense.® In its [SQR, the GOC rejterated
its initial questionmaire response, stating that “the nine entitics in this question are not
governmental badies,"™

Regarding the GOC's ohjection lo the Department's questions about the role of CCP officinls
and organizations in the management and operations of raw material supplicrs, we have
explained our understanding of the CCP™'s involvement in the PRC's economic and political
structure in a past proceeding.*' The Department has previously determined 1ha “avaitable
information and record evidence indicates that the CCP meets the definition o the term
‘government’ . . | for the limited purpose of applying the U.S. CVD law to Chins, ™™
Additionally, publicly available information indicates thal Chinese law requires the
establishnment af CCP organizatinns “in all companies, whether siate private, domestic, or
loreign-invested™ and that such organizations may wield a controlli g influence in the

™ See GOC IQR At 63 ~ 66 and 81 - 83,
Hmmm GOC QR o1 47 - 51, nnd 68.
1d.
™1d, a1 48,
Mid., 2151,
" Sce GOC 1SQR &1 5 and 12,
M gpp Department’s 1SQ a14 < 5 nnd 7 - 8.
M Seg GOC 1SQR &1 5 and 12,
™M See Public Body Memorandum nind CCP Memorandiun,
* jd.. st CCP Momornnchum af 33,
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company's atlairs.™ Wil regard to the GOC's elaim thit Chinese law prohibits GOC officinls
from taking positions i privale compinies, we have previously found that this particular law
does nol pertain 1o CCP officials.” The GOC also elaims that government and CCP officials are
not eligible o hold positions in enterprises citing 10 Company Law and the Civil ervant Loy, ™
The GOCs argument, however, is contradicled by pist Department findings Ut CCP officials
cun, in (et serve us owners, members of the beard of directors, or senior munagers ol
companies,” More broudly, the Department has found that, even in nonsstule-owned-
emerprises, “CCP primary organizations. .. ensure those entities *earry owl social responsibitities,”
fand} mainain and implement the Party's (i.c., the guvernment’s) line and principles,”*™

Flhus, the Deparument (inds, as it has in other PRC CVD Ecnnn&:ﬁ.ﬁ that the information
requesied regarding the role of CCP ofticiuls and CCP commitees in the management and
uperitions of the ealeium carbonate and caustic sodu producers, and in the management and
aperations of the producers’ owners, is necessary 10 our determination of whether the prodacer is
::n::__:_.rwz.r_:.:__:u_:n._m__nc—.v.nc:c:..J_Gx_wu:_.:,cxfﬁ.

Becausy the GOC did st respord W the Input Producer Appendix tor euels producer that is not
majority-owned by the government, we determine that the GOC lns withheld necessiry
infarmation that was requested ol it und, thus, tie te Deparument must rely on “Facts otlierwise
available™ in condueting our fingl analysis ol e ealcium carbonate snd coustic sodis producers,”
Moreaver, we determine thin the GOC lus Tniled to cooperate by not seting to the best of its
ability to comply with vur requests for information. By stating that the requested informiation is
not relevint, the GOC has placed itsell in the position of the Department, and only the
Deparunent can determing what is relevant to this investipation.” Furthermore, by stating that it

>

* 1d . o Public Bedy Menorandun it 35-36 wd sunrees eiled therein
M See Costiin Su N gendard, |in <l Pressure Pipe o
Delerwination, 75 FR 57444 {September 21, 20103, and the accompmiying 1M w 16,

M See GOC 1QR w Exbibit 26 and 27.

PRC) and accompanying
10wt Comment 8 (“{ibn the instast investigation, te informution on the record indicates that certain company
officinls are wembers ol the Cemnunist Party and Natienal Farty Confrence as well ns members of certain town,
|, wid provineind Tevel legistative bodies,™), Sve ulso, Cig Sertain Citrite : Final Resul
i i , 80 FIR 71318 {December 14, 2015){20|3 C
¢ Propde's Repyblive of Ching: Fing) Resulis of Cour
012-2013, 80 FRR 69638 (Novenber 10, 2015),

W eee 2012 C cid Review and accempanying HIM m Comenent 1,
" See. g, 2012 Ci v

. 1 i

* Sue section T76(u)(2A) of the Act.
" Sue Ansitdo Componenti, S p A, v, United Stutes, 678 F, Supp, 198, 205 (CIT 1986} {stating that "{)t is
Commeree, not the responden, thit detesmines what infornuation is to be provided”). The Court in Ansplda
« the respondent for relusing ta subomit infermativn whivt the respundast olone had detennined was not
sweded, For failing o subit dati which she responduint decided could not be o basis Tor the Department's decision,
itning thal submitting suel infonmation woald be “on unreasonnble and unneeessary burden an the
y." Id. Sec ubso Usgir Steet Lad v, United Stntes, 721 F. Supp. 2d 1285, 1298-99 (CIF 2010} (sluling that
ruleemed the beense informition relevant, it nonetheless should dmve produced it {in)
d  diffeeent conclusion™ und that *Canuneree, uisd not Bssur, is eharged with
conducting adiminisirative coviews mnl weighing wll evidence in its exteulation of o countervailing duy margin®™

S L v United Statey, 919 F Supp 442, 447 (CIT 1996) {*NSK s ussertion that the information it submitied 10
Commeree provided o sadficient represcitation of NSK ‘s cest of nrrdfie 15 imisses the point tha "it is
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is unablc 1o obtain e information becnuse in its view the CCPF s not the gevernment, the GOC
is substantially non-responsive. The GOC wauld have the Depariment reach its delermination on
the role of the CCP based solely on the unsupporied, conelusory statements of the GOC, ‘Fhe
Departinent considers information regasding the CCI's invalvement in the PRC's ceonamic and
political structure o be relevint, as documenied in the CCP Memorindum placed on the record
of this review, because public information suggests that the CCP exens significant controb aver
the activities of enterprises in the PRC, and that the CCP s part of the governing structure of the
PRC™ As this constitutes a Filure (o conperate 1o Uie best of its sbitity, we (ind tat an ndverse
inference is warcanted in the application of facts available.” As AFA, we infer that CCE
officinls are present as managers or dircetors of these live producers, and, because tie CCP 3s
part of the governing structure in the PRC, we find that the GOC uses these five proclucers a3
instrumentalities (o effectuate its policy ponls,™ Accordingly, we determine thit these five
preducers {four calcium carbonate producers and one caustic sndi pracucer) are “authorities™
within the meaning ol section 715(5% 13 of the Act, See also Comment 1,

D.

GOC — Other Subsidics

In the initial questionnaire we instructed the Asia Symbaol Campanics and the GOC to coordinute
with each other and to report to the Department any other forms of govermaent assistance
provided to the Asia Symbol Compinics.” In response, the Asia Symbot Compinies,
referencing their financial statements, seh-reported that they received potentially coantervailuble
subsidies in the form of government provided grants,™ Meanwhile, the GOC stated that
pursuant o Article 11.2 of the WTO Agreement an Subsidics and Countervailing Mensures (ihe
SCMY} the Departiment may net initiate an investigation of subsidy program based on a “simple
assertion™ that is “unsubstantialed by relevant evidenee,™ Tt further stated (hat it was therelore
premalure 10 answer questions conrecrning (he eancerning the bestowal of any additional frng
of assistance.™ In a supplemental questionnaire, we requested the GOC 1o provide infermation
pertaining to the grants, i.¢., laws and regulations reliting o the programs, number of cotIpinies
that were approved for assistance, and tota) number ol companics that applicd for, bt were
denied, assistance under 1his program. ™™ The GOC's supplemental response Jacked the
information necessary 10 conduct an analysis for de jusc or de facig specificity under section
771(5A} ol the Act. The GOC failed to provide information to determine de jure speciltcily, ie,,
legistation, nnd dg facto specificity, Le., the total amount of assistince approved for @l
compantes, the total number of companies that applicd for assistance, the tolal number of
companies that were approved for assistance, (he tolaf number of companies that applicd for, but
were denied assistance, cle.

Cammeree, not Lhe respondent, that determines what information is to be provided for an mlowmisttive review. ™),
fachi- Fujikoshi Corp, v, United States, 89 I Supp, 1166, 181E (CF1 1995) {*Responddents have 1he burden of
creating an adequate record to assist Comnerce s determntinns ™),

™ See CCP Mesmorandum,

* See seation 776(b) of the Act

E.E. generally, the Publie Bady Memorandun avd CCI Memswnndum

* See 10 m 1120 and $H-2F.

™ See AS Gunngdong QR at Exhibit 20 nnd AS Shandeng 10R o Exhilt 5

” Sce GGOC QR a1 98.

1" See Depaniment’s 185G 1a GO m 10

Consequently, Tor these grants tat were nunerically signiticant (i.e., grovus received prior o the
POF thil were large enough 10 pass the *0.5 percent test™ ard those pramis received during the
'Ol thut exceeded the 0,005 percem theeshold lor numserically signilicant subsidies) we sought
Tusther iformation from the companics sbout these grants, and atso wsked the GOC o provide
information nbowt ke programs under which the grnnts were provided, ™!

With regard 10 the Asin Symbol Companius® grants, the Department normalty relies on
infurmation Trom the government Lo assess program specilicity; however, the GOC did ot
submit such information; nor did it provide an explanation why it was unable 1o obtain the
information, ™ Thus, we relied upon AFA 10 muke our il determination, In particular, for
tose programs, we determing that the GOC withheld nee sury infonmation that was R@:um_na
el it and, thus, the Department must rely on facts available for this final determination, "
Moreover, we [ind thet e GOC failed to coopernte by not acting 1o the best of its abitity to
camply willi our request for information and that an adverse inference is warranted in the
application of facts available. "™ Consequenty, due 1o the GOC*s fuilure 1o provide the
requested infurmiation about the progenns wnder which the Asia Symbol Companies received
Brasits, we are relybng o an adveese inference that these grants are specific, ™

i Tax Allowance (or Special Bquigmsnt for Water and Energy-Savine Purchased by

As stuted above, we instructed the Asiv Symbul Comipanies ind the GOC 1o coordinste with each
other and 1o repert to the Department any other forms of goversmment assistance provided o the
Asia Symbot Companics,"™ We requesied the Asi Symbol Companies and the GOC Lo answer
the standard questions appendix with regard 1o o 1ax progran. '™ Although the Asin Symbol
Companies pravided its response, "™ the GOC stated, “lhe Depariment has not initated the
progran addressed in its fsict supphentental questionnaire and has not carried out consuitations
wilh the GOC regarding this progrin, the GOC is nat in the position to respond to (he
supplemental questionsaire, For more infurmation regarding this program and the smoum
reeeived by AS Guangdong wnder shis program, please refir (o the compiuny’s questionnuire
sesponse.” ™ The GOC's supptementul response lueked the informution necessary 1o conducl an
anulysis for specificity, Le., mumber of companics that were approved for assistance, und tolal
number of companies Ut applied Tor, bul were denied, assistince under this program.

The Departiment nopmally relies on the govermment subjeet to the CVD proceeding to provide the
necessary information on fimancial comtribution und specificity. However, with respect to this

U, and 18Q 10 the Asin Symbel Compan
*2 G GOC QR it 98 sind GOC )8
2 Sea section 776(n)(2XA) o the At

M S section 776(b) uf the Act.

% Gug yeation 771(5A) of the A,

o e Department's 1Q a1 BE-20 uud $IL21,

T m Depurtmest’s My pplaueatnl duestionnaice te Asin Syibol Compnnics (38Q) (June 22, 2015} ot 3, and
I5Q w GOC {August L3, 2015),

™ See Asin Symbol Con ies’ 3 supplumental questio
Exhiln A~ 30

Bue GOC's 3SR (Augost 29, 2015}

e regpuise (ISQRY (Augnss 10, 20153 7 - 12 and




program, the GOC did not submit such information, as requested by the Department, nor did it
provide an explanation why it was unable to oblain the information.”™ As such, we determine
that the GOC withheld neeessary infarmation that was E_:nm_& of il and, thus, the Department
must rely on [acts available For this final determination.’’! Morcover, we find hat the GOC
failed to conperate by not acting 1o the best of its ability 1o comply with our requese lor
infozmation and thot an ndverse inference is warranted in the application of facts available, 2

Consequently, due 1o the GOC's failure Lo provide the requested information about the *Fax
Allowance for Special Equipment for Water and Energy-Saving PPurchased by Emterprises”
program under which the Asia Symbal Companies received benelits, we are retying on an
adverse inference lo determine that tax benefits under this program are specific,

Application of AFA with_ Repard to UM and the

The Sun Paper Companiss and UPM have reluscd 1o participate in the investigation. Further, as
discussed above, the GOC filed to respond 1o the Department’s CVI questionnire with respeet
to these companics, thereby withholding necessary infarmation requesied by the Pepartment,
and significantly impeding (he investigation.'™ Thercfore, in aceordance with sections
776(a)(2)(A) and (C) of the Act, we arc relying on Tets otlierwise available in this fing!
determination.

We [ind that an adverse inference is warrnnted, prursuant Lo section 776(0) of the Act because, by
not responding to our questinnnaise, Sun Paper Companics, UM ind the GOC Tailed 1o
cooperale by not acting to the best of their ability, Accordingly, our determination is based v
AFA. See attrehed Appendix.

G, Selection of the Adyerse Facts Available Rute

in deciding which facts 10 use as AFA, section 776(0) of the Act and 19 CFR 351 J08(ex 1)
authorize {he Depnttment Lo reky on information derived from (1) the petition, (23 & final
determination in Lthe investigation, (3) any previous review or determinntion, or {d)mny
information placed on the record, The Department's practice when .,.r_:.:_ﬁ an adverse rale
from among the possible sources of information is 1o ensure that the result is sulTiciently adverse
“as to effecluate the stalutory purposes of the AFA rude to induce respondents to provide the
Department with complete and aceuwrate information in a timety manner,™™"* “The Department’s

Ita ._lﬁl.

! Sew seerion T76(a}ZKAY of the Act

" Beq seetion 776(b} of the Act.

"} Sog section TTH(SH DY) and scction 771({5A) af e Act,
"™ Seq Leller from Sun “.36—. Campanies, “Cenain Uncoated Paper from the Peaple’s Republic of China -
Willidrawal of Participation in Investigation.™ (April 8, 2015) (Sun Faper Companics Witldrawal Letier) and
UPM’s submission, “Uncoated M'aper From the Penople’s Republic of Ching (C-570-023) Investignion; UM
mm,r_ui Co, L4d. s Letier Regarding Questionnaire Responses.™ (May 6, 20053 (UI'M Witldrnwal Lener)

** See, g8, Cerlain Frozen Wapnwales Shrioy From Bewador, Final >=_:=..__<r cuntervail i

Deleamination. 78 PR 50389 (Augnst 19, mcwd ::._ _Fn:_z_s:v._:? 112M, at Se
Available and Adverse Inferences™ sue jon.pl Snfes :_.. .
n. 63 ¥R A90D, 8932 (Febnauy 23, 1998}
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practice also ensures “that the puty does :c_ abtitn o mure Givorable result by (hiting w

cooperate than it had cooperated fully,'

In 1his investigation, he Depactnent is exwmining te programs diseussed in the Prelimina
Retermination wnd Most-Prelininary Dewermination, Because $un Paper Companies, UPM, snd
the GOC fuiled to act 1o the best of their ubility in this investigation, as discussed above, we are
making wn adverse inference that eseh of the programs examined, :F_E_:F those not used by the
parlicipning Fvwc_:_e:_ _:ccar a financial contribution within the meming of section
TT3)ID) of the Act, is specilic in aceordanee with section 771{5A) of the Act, and confers &
benefit in accordancee with seetion 775X E) of the Acr,'?

[tis the Department’s practice ina CVE investigntion to select, as AFA, the highest calculated
rate for the identival subsidy program, or i no identical subsidy program with a subsidy rate
ubnve zero is wvaituble, then a simitar program. '™ T hus, under this practice, the Department
compates the total AFA nste lor non-coeperating companies generally using progrum-specific
rates caleutated for the couperating respondents in the instant investigation or caleulnted in arier
PRC CVID eases, Specifivally, for programs other thun those involving income fax nxr_:u:o:v
and reductions, the Department applies the highest ealeulated mie for the identical program in
the investigation il'a responding compuny used the identical progrinn, and the e is not zero, I
there is ne idemtical program within the investigation where the rote is above zero, the
Department loaks (or an above de minimig rie for the identical program in another proceeding
invelving the same eountry, Absent an above de minimis rite for the identical program, the
Deparament uses the highest rate caleulated Tor a similar program {(based on treatment of the
benelit} in another CVD proceeding involving the sime country. Absent sn above de minimis
subsidy rate caleutmed For asimilar progran, the Depactment applies te highest caleulted
sulbisidy rate for any progrim otherwise identified thal conld conecivibly be wsed by the non-
caoperating companics.'” See attached Appendix,

Income tax programs are the exception to the praciice described nbove, Under the standard AFA
methodology Uil has been applied in past CVD investigations, '™ for the alleged incame tax

"' See Sttesnent of Admmesizative Action (SAA) secompunyiiyg the Uraguiy Round Agreensens Act (URAA), t.
Dee, 116, 103 Cong. 24 Session al 876 (1994},
N1
i
__.E LiL, FEE&&E vin S

aeks), mwd uccomp :n.:m _GZ_ i :v ul
v_,._..cv..z.v: [ Chi Chgil
76 FR _mun_ (April 4, 200 1) {Aluminy
>n_<_.ﬂ:. _:“.e_e:ceu. Z::.ﬁ.cotr.ﬂ_:e.r ﬂc:a:.:

HOn"u_._r._. 22, mc_mz el P
Hate ™
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program periaining te cither the reduction of income x paid or the payment of Do income tax,
we applied an adverse inference that Sun Paper Companies and UM paid no income tax du I
the POL The standard income tax e for corporations in the PRC in effect during the Q1 was
25 percent.'® Thus, the highest possible benefit 1o cach respondent for these income tax
programs is 25 percent. Accordingly, we are applying 25 percent as the AFA rite. Consistent
with past practice, the 25 percent AFA rate docs not apply to the income tax credit and Tebillg,
accelerated depreciation, or import tarifT and value add tax (VAT) exemplion programs because
such progeams may not affeet the 1ax rate.'??

Based on this methodology, we determine that the AFA rate For the non-coaperative coLpintivs
i3 176.75 percent ad yalorem. 't

H, Corroboration of Sceondury Information Used to Derive AFA Rates

Section 776(c) ol the Act pravides that, when the Depactment relics on sccondary information
ratlier than on infermation obtained in the course of an investigation or review, it shall, to the
extent practicable, corroborate that information ftom independent sources thal are reasonibly al
its disposal. Secondary informsdion is defined us “infornvion derived from the petition that
gave risc to the investigation or review, the inal determination concerning the subjeet
merchandise, or any previous review under section 751 eoncerning the subject merchandise, '
The SAA provides that to “corraborate” secondary information, the Bepuartment will satisly itselt
that the secondary information Lo e used has probative vatue, '™ Fhe Departnsent wilt, 10 the
extent practicable, exnmine the reliability and relevance ol the infornsation to be used. The SAA
emphasizes, however, that the Department need not prove that the selected Ticts available are the
best alternative infarmation, 2

With regard 1o the reliability aspeet of corraboration, unlike alher types of information, such as
publicly avaitable data an the national inllation rate ol a given country or nationat avernge
interest rates, there typically are no independent sources for dati on company-specific henefis
resulting [rom countervailable subsidy programs. Additionalty, as stated above, we are applying
stbsidy rates which were calculated in this investigation or previaus PRC CVD invesligations or
administralive reviews, Additionally, no information has been presented which ealls into
question the reliabilily of these previously cadeudated subsidy rates thal we are applying as AFA,
With respect to the relevinee nspect of corroboralion, the Department will consider information
reasonably at its disposal in considering the relevance of information used 1o ealeutule a

900 GOC IQR nl 18

m See. e, Tt

Companies.™

' See Aliached Apperslis, We are using  singbe rite for the pragrams Molicy Loans (o the Paper [ndustey and

Prafesentinl Loans to SOEs, heeause our aunlysis reveals that tiese programs would caver the same loans from
iented Electricnl Steel from the I X i E i i

“Apphiention of Adverse Inferences: Non-Coaperative

irgusn
(NOES PRCY, and necamipanying 1DM {(NOES MRC 119M).
1 See SAA, 0LRTO
[F13 E
13 14, at RG0.870,

2zl

countervailable subsidy benefit The Deparinent will nol use infurmation where circumsiances
indicae that the informistion s nut apprapriste as AFA 'Y

In the absence of record evidenes concenting the proprams under investigation resulting from the
nun-coaperitive companies’ decisiun aut 1o pasticipate in s investigation, we reviewed the
information concerning PRC subsidy programs in this and other coses. For those programs for
which Use Departiment found a progrisn-type match, we find that, becouse these are the same o
similar programs, they are relevant W the progrns under investigition in this case, For the
pragsams fur which there is no program-type maleh, we selected the highest caleulited subsidy
rate for any FRC progrum from which the non-conperative eompanies could receive s benefit to
use as AFA. The relevance of these tales is that they are selual caleulated CYD rutes for o PRC
program from which the non-cuoperative companics could actuelly receive o benefit, Further,
these rates were eatenlated Tor periods close 1o the POL Maoreover, Lhe Rilure of these
companies 1o respend o the Departiment’s request for information “resulted in an egregious lnck
of evidence on the record 1o suggest an sdiermative rate”'™ Due o the luck of participation by
the non-cooperative compimics and the resulting laek of record information cancerning their use
ol programs under investigation, the Deparunent corroborated the rates it selected to the extent
practicable.

VIL ANALYSIS OF PROGCRAMS

Bused upon our analysis ol the record and (e responses (o our guestionnaires, we determine e
forlfoswing,

A, Perogrriing Deterantoed to Be Cowntervailalle

I, Policy L

s b e Paper ndusiry

i the CVI investigation of CES Irom the PRC, the Department found tht, “the GOC las a
palicy in plice 10 encourage and support the growth and development of the puper industry
through preferential financing initistives, as ilusteated in the five-year plans and industrial
paticics on the record,*2* The Department further determined that, “louns provided by Policy
Banks and state-cwned comnsercial banks (SOCUs) in the PRC constitate &t dircet finuncial
contribution from the govesnment.,,” Dk Thermal Puper from the PRC and Coated Paper from
e PREC, the Depurtment allismed its earlier finding and extended it through its peried of’
ivestigation, ™ Based on the record of the instint investigation, the Department determines that
e five-year phins and industrial policies for the paper-muking industey have continued or been
remesed, Specifically, we (ind thit 1l Papenmaking Industry Development *12™ Five-Year'

4

6812 (Febranry 22, 1996}
o, 0

0 gue Stanghai Fhog “Treading £d, v, United Stites, 360 1, Supp, 2d 1339, 1348 (CT7 2005),
" Gon CFS from Ui PRE and accompanying 10M at 9 und 19,

M S Theral Paper Trom the PR M at 11 nad 12, see plso Certn
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Plan (12" Five-Year Plan), enacted in December 2011, the Papermaking Indust
Development Palicy (2007} and the Order of the State Development Planing Commission and

ing the List of lndustries, Producls and

[KF]

Development), " together indicate that the GOC has in place & policy 1o peomme specilically the
pulp and paper industry, including by providing lending to this industry,

For examiple the stated abjective of the 12" Five-Year Plan is 1o, “{s}trengthen investment and
open up financing channels,” by “expanding indirect financing in the papermaking industry,
gradually increase the praportion of direct financing. Farther increase the seales of Toans
provided by commercial banks. Fncourage and puide nancial instilutions 1o lay stress on
supporting the prajects and enterprises with powerful cconomic strength and enormous market
potential *"** The Paperipuking Industry Development Policy, *{eincourape(s) eligible pulping
and papermaking enterprises ta raise capital through pubtic olfering and isswmece of carpariite
bonds, Domestic financial institutions, especially policy banks, should provide linancial
suppons to construction projects by the mtional knrge-scale backbone pulping and papermaking,
enterprises.”'™ Further, the Order of the State Developutent urges the papermaking industey 1o
develop towards large bases and on a lirpe seale. '™

Therefore, given the evidence demonstrating the GOC's sbjective of developing the paper-
making industey, through preferential loans, we determine there is & program of preferential
pelicy lending specific Lo paper producers within the meaning of scetion 77 1{SAXI3)() ol the
Act, Wealso find that loans from SOCBs under this program constitne lnancial comtributions,
pursuant to seetions 771(S)BIE) and 771(5)(DX) of e Act, beenuse SOCBs #re
“authoritics,™™ We note that the Asia Symbol Companies received loans [rom wholty forcipn-
owned banks located outside of China, We delermine these entities are nol “sutherities” nnd
have excluded these loans from the benelit ealculntion. " The loans provide i benefit ciual 10
the difTerence between what the recipients paid on their loans and the smount they would have
paid on comparable commercial Inans, "™ “Fu ealewlate the benelit from his program, we used
the benehmarks discussct above under the “Subsidy Valuation Information” section, '™

We abtributed benefils under this program to the tolal consolidated snles of the Asia Symbol
Companies (exclusive of imercompany sales), as discussed i the “Attribution of Subsidies™
section above. On this basis, we determine a subsidy rate of 0.58 pereent ad valorem for the
Asia Symbol Companics. See also Comment 4,

™ See GOC's IQR nt Lxhibit 7.
214, at Exhibil 8.

B 1d., a1 Exhibit 7.

1M E.

" 14, ot Exhibit 8,

1
secompanying DM m Comment 2. See also, Baiking Memorandum,
17 - b "
See Final Delermination Caleulation Memarandsims
x Sce section 77HS)E)() ol the Act
™ Bee ntan 19 CFR 351.505(c)
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2. Pruvision ot Calcium Carbenute for 1 TAR

The Department is investigating whether GOC authorities provided calcium carbonste 10
producers of uncoited paper for LTAR, As instrueted in the Deparmment’s questionnaires, the
Asia Symbol Companies identified the supplicrs and producers from whom they purchased
citeivm carbomte during the POL In addition, they repurted the date of paynent, quantity, unit
ol mewsure, sad purelise price for calehan carbunate purchised during the POI

As diseussed under “Use of Fuets Otherwise Availuble and Adverse Inferene ," above, we are
relying on AFA ta detenining that the provision of culeium carbonate for LTAR is specific
because the GOC lailed to provide informtion, which was requested of it on two oceasions,
regurding the industries thit used/consumed caleium carbonine and the associated volume data
lor the yeurs 2012, 2013, and 2014, See Comment 2,

Six praducers provided catcium carbonate 1o the Asia Symbol Companies, Two producers are
wholly-foreign awned. ™ There is no evidence on the record indicating that these whally-
foreign owned entitics possess, exercise or are vesied with governmental awthority. Therelore,
we determine thal these producers are not “aathorities,” Wilh regard 10 the remaining four
producers, s discussed under *Use of Facts Otherwise Available and Adverse Inferences,”
above, we are relying on AFA W determine these producer 1o be “awthorities™ und capable of
groviding a finenciul contribution."*! See Comment 1.

Under 19 CPR 351,51 1{n}(2), the Depariment sets forth the basts for identifying upproprinte
markei-detesmined benchinarks [or measuring the sdequacy ol remuneration for povermment-
provided goods of services. These potential benehmarks are listed in hierarchical order by

peefe (1) markel prices from aciual wansastions within the country under investigation
(e, wetuad sales, uctual baports of competilively run government auctions) (ter one); (2) world

ket prices that would be availuble 10 purchasers in the country under investigation (ter two);
or (3) sn ussessment of whether the government price is consistent with markel principles (ties
thiee). As provided in our regulitions, the preferred benchmark in the hierarchy is an observed
market price [rom actund transactions within the country under investigation.™* This is becuuse
such prices generally would be expected to reflect most ¢losely the prevailing market conditions
of the purchiser wder investigation,

Bused on the hierarchy established ubove, we must first detennine whether there are markel
prices from actual safes transactions involving Chinese buyers und sellers that can be used (o
delermine whether the GOC anhorities sold calcium carbonate to the respondents for LTAR,
Notwithstanding e regulitory preference For the use of prices stemming from actual
Uansactions in the country, where the Department finds that prices for such goods and services in
the country are significantly distorted, they are not an approprizate basis of compurison for
determining whethber there is o benefit, '

M Seq GOC QR w Exhibit 2312, 231, 24, nnd 25, Sge glse Fna! Derernnination Culeulation Memorandumn.
M Seg section TTHSRD)(I) of e Act.

Mg wso Sottw a . vned scconipmeying IV aL *Market-Based Beanchmngk,"

" Sen CYID Peenmity ¢, 63 FR 65348, 65377,
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Also discussed under "Use of Facts Oenwise Available aml Adverse Inferences,” shove, we are
relying on AFA to determine that actual transaction prices, including any import prices for
calcium carbonate in the PRC are signilicantiy distoried by the government’s involvement in the
market.

As we explained in Softwood Lumber from Canada;

Wiere the market for & particular gaod er serviee ts so dominated by the presence ol (he
governmient, the remaining private prices in the cowmry in question cannot be considered
to be independent of the government price. 1t is impossille 1o lest the goveenment price
using another price that is entirely, or almost entirely, dependent wpon it, The analys
woutd become circular beeause the benchmark price would refeet the very market
distortion which the comparison is designed to deteet,™

o

For these reasons, prices slemming from privale transactions within the PRC cimot give rise 1o o
price that is a_m._n_n:__w {ree from the effects of the GOC's actions and, therefore, cannel be

considered 1o meet the statutosy and regulatory requirement [or the use of markel-determined
prices to measure the adequacy of remuncrition,

Given that we have deterimined tiat 1o ticr one benchimark prices are available, we nest
evaluated information on the record ta delermine whether there is a tier two world market price
available to producers of subject merchandise in the PRC.

The Department, Pelitioners and the Asia Symbaol Companies placed o the record information
10 construct a benchmark from GTA ™ The GT'A data contnin caleivm carbonite votume and
value data, by country, on an WTS-speeific basis. The Department's regidations at 19 CFR
351.51i(n){2)ii) state that where there is more ___..E one eonmercially available world markel
price, the Department will average the prices o ke extent practicable. Based on the fels of this
case, the Department weight-nveraged the prices 1o caleulite a single benelisark by month, The
Asia Symbol Companies reported their input purchases on an 115 specific basis. Therefore, in
order to derive the benchmark, we caleutated 1FTS-specilic benehmarks (st correspend 1o the
HTS eatepories of calcium curbonnte purchased by the Asia Symbol Companies during the PO,
Qur appronch in this regard is consistens wilh the Department’s practice af deriving benchmark

e See Soflwwond Eumber from Comada and accompnuying 304 a1 There are no market-hased infernat Crnadinm
benchinarks™ seclion

1 See Memorandum to Fiz, “Global Trade Atlas Datn (GTA)L” from Joy Zhang, Analysi, ADICVD Operntions,
Office I11, (Aprit 1, 20053 {DOC Benclunark Informationd; Letier from Petitinness reg <ding Certinn Unecoated
Paper From The _.nn_,_n s Reputblic of China: Response 1o Depariment's April § Memorandum," (Aprit 20, 2015)
(Petitieners' First Benchimark Information); Eetier from Asin Synibol Companics regarding “Certuin Uncomed
Paper fram the Peaples Republic of C) Comments on Benchimnrks - Asia Symbol (Guangdomg) Pager Co. L
(June 1, 2015) {Asin Symboi Companies® Benchmark Information), and Leiter fram Petitioners, "Certnin Uneonted
Papee frons the People’s Repablic of China. Petitioners’ Benglmnrk Dota Foctunl laformition Submission,™ (Jung |,
2015} {Petitioners” Second Benchmark Ifarmarion),

prices by prade when sueh datis are available and when U record evidence indieates that the
respondent [irm purchisses the good in guestion on a grade specitic busis, "®

Under 19 CPR 351,51 1{nX2)(iv), when mes _,_:::r the “:._2_:.:.% of remunerution under tier two,
the Depariment will adjust the benchmark price Lo reflect Ue price that o firm actuaity puid or
would pity il it imported the product, za_:anzr dedivery churges and import duties, Aceordingly,
in deriving the benchmark priees, we ineluded intermational freight and inland freight, The
international oceon freight rates used are an average of the reight rates submitted on e record
by Paitioners, which refleet oeeit freight pricing dita fom Maersk, for the POL™ The Asia
Symbot Companics nlso submitted ocean fr _u.___ priving daa for the route Rotterdum 1o
Shanghai, sourced from Macrsk, for the POL ™ However, we determine that tsere is suflicient
information on the record 1o conclude that transporting ealeium carbonate would incur Uhe
“specint equipment service” delivery charge. ™ Further, the Asis Symbol Companies did not
provide inluniaien on the record that it does pot incar this fee. See Comment 5. Therefore, we
have uiiized only Petitioners’ ocean freipht data. We averaged the international Treight rates to
derive the amount inchuded in our benehmark.

The Asia Symbo! Companivs purchused ealeium carbomue from domestic sowrees; herefore, for
inland Ireight we relied on the Asin Symbol Companies® reported inland freight expense to
transpert cateium earbonate from its plant to the port, '™ ?E:.c:._mv.. lo derive the benclimark,
we included import dutics and the VAT upplicable to _::5:u ol caleium carbonate inte the PRC
as seported by the GOC.™' W did not include maeine insurance. In prior CVD investigations
involving the PRC, the Department found that whije the PRC cusloms nuthorities impute an
insurince cost on certain imports [0 purposes of Jevying duties and compiling statisticul data,

3 o evidenee W suggest that PFRC customs authorities reqitire importers (o pay insurance
eharges. 112

To caleulite the benefit, we ealeulited the difference Hetween the delivered world market price
and the prive this the Asin Symbol Companies puid for caleiwm earbonate, including delivery
charges, We next divided the s of the price dilTerentials by the total consolidated sales of he
Asia Symbol Companies (exchuding iner-company sules). Comparing the ndjusied benchmark

iceunsstaneys Petenipation, 77 FIt ::_qﬁ?:a.n: u.— NO_N:V.PI.L
ek __Fc._::__&._:m LM at Conument £5; Mwwm_.mm " idid
=na=::=:.u._:m _33 ___ ___:_Su_:: c_,vwn lar L. u>_n..?<_ rre the Br_:_::_:: ¢on r_::. prices E. v_r.._ mBn&.
1int -Ral e et Bl

Revigw, 73 R ._cuou Q:G. I4, ucczz lot [oll , ind aecompanying 1M ae ..m=_r .._m:E“_.DnE__. tron Ore
AR (where she G..:__:_:..___ cerkluctedl .___.“F.__. is .__..&.v_m wa _:_:u._n _E_E and fine: 8 -line bnsis); and
s ool Final ltes wierviiliog Duly vy bpview
ln, 70 FIk 73448 H_unrn.:__r_. wm mccw: ollwood | :.:e..._. w::: n, u;
mion of Previngind Bescin”
Progenne Acwunisteresd by elue GO
_ﬁ_m..k. Putitioners’ Second Beucly lelrnatgan at Exhilait
M Qe the Asia Symbol Compisies Beneln
" See Petitioners’ Svcond Benchurk [atum,
Bee AS Guingdong 1QR ut 33 and AS Shamlang 10K it 36,
M gee GODC IQR m 5B,
_u»mb..u.er. 5 Sl

fre 12CS il necwnpnying 1120 ot Comment 13,
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prices 1o the prices paid by the Asin Symboel Companies for cateium carbonute dusing the POI,
we find that the GOC provicled calcium carbonate for LTAR, snd that & benclit exists in the
amount of the difference between the benchmark price and the price that the companies paid. ™
On this basis, we detenmine thas the Asia Symbol Companies received a countervailable subsidy
of 0.74 percent ad valorem during the POI.

3. Provision ol Caustic Soda for LTAR

The Department is investigating whellier GOC authorilics provided caustic sadu 1o producers of
uncoated paper for LTAR. As instructed in the Departments questionniires, the A Symbol
Companies identificd the supplicrs and producers from whom they purchased custic sodi during
the POL. In additien, they reported the dale of payment, quantity, unit ol measure, and purchase
price for caustic soda purchased during the POL

As discussed under “Usc of Faets Qllerwise Available and Adverse Inferences,” above, we are
relying on AFA to determine that the provision of caustic soda lor ETAR is specific because the
GOC failed 1o provide information, which was requested of it on two aeeasions, regrding the
industries that used/consumed caustic soda and the asseciated volume data for U years 2012,
2013, and 2014, See also Commen 2.

Six producers provide caustic soda to the Asia Symbel Companies. e GOC indicated that four
producers are majorily government-owned enterprises,'™ As explained in the Public Body
Memorandun, majority statc-owned enterprises in the PRC posscss, exercise, of are vested with
governmental authority.™ The GOC cxercises meaningful contral over these entities and vscs
them te effectuale its goals ol uphelding the socialist murkel economy, alfocating resources, and
maintaining the predominant role of the state seetor. ™ Therelore, we detenuine that these
entities constitute “authorilies™ within the meaning of seetion 771 (5)(B) of the Act and that the
respondents received  financial contribution frem them in the form of & provision of 4 goed,
pursuant 1o scction 77 1{5)(D)(iii) of the Act, ™

One producer is wholly-Toreign owned, "™ There is no evidence on the record indicating thal this
wholly-foreigh owned producer possesses, excreises or is vested wilh governmental authority,
We determine that this producer is not an “authority.” With respect to the remaining producer,
ie,, the Chinese producer that is not majorisy government-owned, we discussed under “Use ol
Facts Otherwise Available and Adverse Inferences,” above that we are relying on AFA 10
determine this producer to be an “sulliority” and capable of providing a finarciat contribution,'™
See also Comment §.

B gae 19 CFR 351,51 H{a).

"™ See GOC IQR Al 61

"”“ See Public Dedy Memerandum,
“1d.

_.Gmunlm il

w; 2012, 79 FR 52301 {Seprember 3, 2014) [
accompanying FDM at Coninent 6,

"1, at Exhilit 35-A, 36, 37 and GOC ISQR at Exhibil 57, See plso Final Determination Caleultion
Memorandu,

1 geg seetion FTISHDNii} ol the Act,
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Based on the previously described LFAR benehmark hicrarchy, we must [iest determine whether
there ure market prices from actual sales transisctions involving Chinese buyers and sellers hat
an be used to determine whether the GOC authorities sold coat Lo the respondents for LTAR,
As noted above, where the Department (inds that the goversment provides the majorily, or &
substantial portien of the market for 4 goud or service, peiees for such goods and services in the
conentry will be considered significantly distorted andt will not be an appropriate basis ol
comparison lor desermining whether there is & benelit ™ For these reasons, prices stemnting
Trem private wansuctions within the PRC cannot give rise o a price s is sufliciemly free from
the efleets of the GOC's actions and, therelore, cannol be considered 1o meet the slatutory and
regulitory requirement for the use of market-determined prices w measure the adequacy of
remunerition,

Inits 1QR, the GOC provided isformation un the smown of eaustie soda production and the
percentige ol companies i whiel the government maintins an ownership or management
interest either directly or through other governmen entities. "' Yhe Department requested the
GOC to pravide supporting documentation to substantiate its claim and provide information for
2042 und 2013, The GOC provided information from the $SB indicating that the government
maintaing oivnership levels of caustic soda producers thit secount [or 56, 53, and 50 percent of
domestic production in 2012, 2013, wnd 2014 respectively, ' Consequently, because of the
government’s signilicant involvement in (he caustie soda indysiry and because import
penetration is less than 0,1 pereent from 2012 tirough 2014, we determine that the private
procducer prices in the PRC wre distorted and not suitable 35 market benchmarks, such that the use
ol private procdueer prices in the PRC would be akin o comparing the benchmark 1o isel (e, u
benehmark would reflect the distertions of the government presence).'™ As sueh, we determine
that dossestic prices in the PRC caumol serve as viable, tier one benclwoark prices, For the swne
reisons, we determine that import prices into the PRC cannot serve as it benchnrk.
Accordingly, W determine whether the provision of caustic soda conferred o benefit within the
meaning of section 771{SEXiv) of the Act, consistent with the 2012 Citrie Acid Review, ' we
applied & tier two benehmark, Le,, wartd market prices avaituble t purchasers in the PRC (see
19 CFR 35051 L) (2)(1)).

Vhe Deparument, Petitioners and the Asin Symbol Compimies placed on the record information
1o construct & benchmark from GTA'™ The GTA dita contain coustic soda volume and value
dita, by country, on an H'TS-specifie busis. The Department’s regulutions at 19 CFR
351.5H1(a)(2)(i) state thit where there is more than ane commercially available world market
price, the Department will average the prices 1o te exiem practicable. Based en the facts of this
cuse, the Department weight-averuged the prices 10 caleulnte o single benchmark by month, The
Asia Symbol Cempanies reported their input purchases on un HET'S-specilic basis, ‘Therefore, in

[

Seq Conntervailing Duties: Fingl Rate, 63 FI 63348, 65377 (November 25, 1998),
*! Sep GOC 1QR 1 74.

2 Soe GOC 1SR at 9 und Exhilm 54,

™ 1, ut 8 ond @ and Exhibits 54 and 55
™ gog plse [rons Cunudy, swul seeumganying 113 n " Markel-Bused Benclunark.”
1 Soe 2012 Citrie Aciul Review, uid aceompuaying 1M nt 26 through 28

" Bew DOC Bunehimnek Infurmsnion, Petitioners’ Farst Benelmadk Tnlormation, Asiz Symbol Compa
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order to derive the benchunark, we ealcudated | TFS-specific benchmarks that correspond to1he
HTS categories of causlic soda purchised by tre Asin Symbol Companies dusing the 'Ol As
noted above, our approach in this regard is consistent witlt the Department’s praeiice of deriving
benchmark prices by grade when such dia ire available and when the record evidence indicates
that the respondent firm purchases the good in question on a grade-specific basis. '™

Pursuant to 19 CFR 351,51 L{a)(2)(iv), in deriving the benehmark prices, we inchuded
internationat freight and inlind freight. The international ocean freight rates used are un average
of the freight rates subsmilted on il record by Petitioners Petitfaners ploced on the record veenn
freight pricing data from Macrsk, for the POL'™ The Asia Symbol Companies nlso submitied
ocenn {reight pricing data for the route Rotterdinn 1o Shanghai, sourced rom Maersk, for the
POL' However, as explained in greater detail betow we determine tha there is sulTicient
information on the record 10 conclude that transporting eaustic soda would ineur the “dangerous
cargo service” delivery charge.'™ Further, the Asia Symbel Companies did not provide
information on the record Lhnt il does not ineur his fee, See Comment 3, Therelore, we have
utilized only Petitioners’ ncean freight data. We nveraged the intemational freight rates 1o derive
the amount included in our benchimark.

The Asia Symbol Companies purchased caustic sndn ram domestic sources; therelore, Tor
inland lteight we relied on the Asio Symbol Q::T.::n.f.. reporied indond [reight expense lo
transport caustic soda from s ptant to the port.!” Additionally, to derive the ienchmark, we
inctuded import duties and the VAT applicable to imports of canstic soda imo the PRC as
reported by the GOC.'™ We did not include marine insuginee. I prior CV1) investigations
involving the PRC, he Departiment fond that while the PRC customs authorities impiae an
insurance cost on certain imports for purposes of levying duties and compiting statistical data,
there is Jw.ni%_a." to suggest thit PRC customs anhorities require importers to pay insursnce
charges,' "

To calculate the henefit, we calculated the difference between the delivercd world markel price
and the price that the Asia Symbo! Companics paid for caustic soda, inchuling delivery eharges.
We next divided the sumt of the price dilferentials by the tolal consobidated sales of the Asin
Symbol Companies (excluding inter-company sales). Comparing the adjusted benehmark prices
{o the prices paid by the Asin Symbol Companies for caustic soda during 1he PO1, we find tha
the GOC pravided caustic soda for L'TAR, and that o benefit exists in the amount of the
difference between the henchimark price and e price that the companies paid. ™ On this ba

is,

wh

1*7 Sea S1cel Wheels tom.the FRE, and seconpmyying 1M nt Comment §5, gee giin CW,
accompanying [DM s “Trovision af 85C for LTAR™ {where the Department compared prices by sivel grade); Lot
Rolled {ndin, and 1501 Rolled Indis DM al “Sale of High-Grade Iron Gre for LTAR" (where tlie Departiment
concucied (he benefit analysis on & hunp-la-Iunp ad Bne-to-fine hasis), nnd Wi nber frauy
accompanying 1DM at "Calculation of Pravincial Beneli™ and " Methudology for Adjusting the Usit Prices of the
Crawn Stumpage Progenm Administered by the GONC™ (where the Department computed specics-specific henefiss)
1** 2e¢ Pelitioners’ Scennd Benchmark [nformation ar lxhibit 5 - 7.

"% Soe the Asia Symbal Companies Benclmark Information nt Extilil 6.
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we delenmine thak the Asia Symbol Compunics received a counterviituble subsidy 0¥ 0,37
pereent wd vadorem during the PO,

4. Provision of Coub For 1.1AR

"The Department is investigating whether e Asin Symbol Companies purchased coat for LTAR
during the POL On the record ol this investigation, the GOC reported thig the Asia Symbal
Companies purchises cont fFom state-owned enterprises during the POR.'™ As explained in the
PPublic Bady Memorandsm, swjorily stute-owned enterprises in the PRC possess, exercise, or are
vested with governmemntal authority. "™ The GOC exercises menninglul control over these
enlilies and uses them 1o ellectunte its gouls of uphokding e socinlist market economy,
aftocating resources, and maintaining e predomimnt role of the state sector, ' Therefore, we
determine that the Asia Symbol Companies received o lnsneinl conteibution from authorities in
the form af the provision ol a good, pursuant 1o section 77 HSX DI of the Act.

Regarding specificily, the GOC reported 1t the industey/sector coal consumplion statistics
published by SSB for 2613 und 2(H4 were not yet available; however the GOC did submit
industry consumption information for 2012, e GOC also submitted the Annual Report on
Coal Market Development of Ching (2014) and the Nagjoral Coal Industry’s 12" Five-Year Plan
(Coal Five-Year Plan).'™ In the lnitiation Checklist, the Deparunent indicated that there was
sufficient evidence te initiate an investigation of the provision of coal on both a de jwre and de
tetg specitic busis, Le,, on the bisis ag puser generotors are predominant users,”™ Upon
examinution ol the Coaf Five-Year Blan, e Department determines that there is ingulficient
evidence 1o find the provision of coul is de jure specilic to power generators under section
FHGANDY) o the Act. Therefore, the Department eximined the industry consumption
infurmation for 2012 published by the SSB."™ Based upon the recurd informution, we find tha
the power generation itdustry, which uses 34 percent of the coul in China, is a predominant user
of coal, ™2 “Therefore, we determine the provision of coad to be specilic within (e meaning of
section 77 LA ol the Acl,

AS Shandung’s business Heense indicates it ils business scope includes power peneration, '™
Farther, in its 18QR, AS Shandong responded giat the company uses coal and water to generate
electricity Tor its vwn consumption and any surplus ¢lectricity is sold to the State’s grid, '™
Therefore, we determine thut AS Shandoag is a power generalor whose purchuses of coal during
the PO1 fall vader the provision of coul Tor LTAR. I its supplemental questionnaire response,
AS Guimgdung replied that the coal purehased, “is used Tor power generation purposes, and the

See GOC QI a1 82,

s Sea Pulitie Body Manaraulum
id

'™ Bee GOC IQR 51 94 aned Exhibit 46 and GGC 1SQILat Exhibg 60,

'™ See GOC 1QR 1t Eathsibsit 47 tnck a8,
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gencrated power and mE.m:: is used in the company’s operations, including the production of
subject merchandise.”™ For these reasons, we determing AS Shandong ind AS Guangdong,
members of the Asia Symbol Compunics, are power generators during 1he POI

As discussed under *Use of Facts Otherwise Available and Adverse hiferences,” shove, we are
relying on AFA to determine [hat actun) transaction prices for coal in the PRC are significantly
distoried by the government’s involvement in the market. As such, we determing thint domestic
prices by conl producers based in the PRC and import prices int the PRC muy nol serve ng
viable, tier one benchmark v:nsm._ﬁ_ Given that we have determined that no tier one benchimark
prices are available, we next evaluated information on the record to determine whether there is 3
lier two world market price available to producers of subject merchandise in the PRC,

The Department, Petitioners and the Asin Symbal Companics placed on the record information
to construct a benchmark from GTA and IMF information,”™ The GTA data contain coal
volume and value dita, by countey, on an HTS-specific basis. The Department’s regubations at
19 CFR 351,51 1(a}2)(ii) stne that where ltere is more than one commereia y available world
market price, the Department will average (he prices to the extent practicable. Based on the lacts
of this case, the Department weight-averaged the prices 1o calenlate & single benclimark by
month, The Asia Symbel Companics reported their input purchases on an 117§ speeilic hagis,
Thesefore, in arder 1o derive thie henchmark, we caleulnted T S-specifie benclimarks that
correspand 1o the FITS eategories af conl purchased by the Asia Symbol Companics during the
POL Jeg Commeni 7. As noted nbove, our approach in (his regard is consistent with the
Department’s practice of deriving beacimark prices by grade when such data are available and
when the record evidence indicales it the respendent Fieny purchases the good in question on
grade specific basis, '™

Pursuant to 19 CFR 351.511(n)(2)(iv), in deriving the benchmark prices, we inchuded
international Ireight and inland freight. The inlemational ocean Mreight rates used are an average
of the lreight rates submitted on the record by Petitioners and the Asia Symbol Companies,
Petitfoners placed on the record ocean freight pricing data rom Matts Repor, for the POLY
The Asia Symbol Companics placed on the record ocean freight pricing data leam Macrsk and
Searates {[or distance data), for lhe POL'™ we averaged the imermational freight rstes fram
Petitioners and the Asia Symbol Companics to derive the tmount inciuded in our benchmark.

™ See the Asin Symbel Companics® 2 sup
™ gor 2010 Cltsic Aci .

Coal for LTAR ™
™ Sz DOC Benehmark Information, Pelitioners™ First Benchmark informnlion, Ast Symbo! Companies’
Benchmark Inforniation, Pelitioners® Second Denchmark Infonnation, and Pesitioners’ Rebutta Benchnark
Infonnation.

™ Sog Steal Wheels from the PRC, and ncoompanying 1M 51 Comment 15; see alsg CWASPEP Mo the PR
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Relled Indix, and nccompanying (DM at “Sale of Iligh-Citade Iran Ore for L,TAR™ (where the Separtment
conducted the bencfit analysis on  imp-to-lung and fine-to-fine basis}; and Soll woad Lumber from Canada 11, and
aceompanying [DM at “Caleulalion of Provincial Benelit™ nnd "Methadolagy for Adjusting the Unit Prices of the
Crown Stumpage Progeam Administered by ihe GOBC™ (whre the Bepariment compuied specics-speeific bencfits),
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The Asia Symbol Companies purchased coul fram domestic sources; therelore, for intand treight
we relied on the Asin Symbul Companies® repuried infand freight expense to transpon col from
its plant 1o the port, "' Adg uiilly, to derive the beochmark, we included import duties and the
VAT applicable to imports of coul inte the PRC as reported by the GOC."? We did not include
maring inswrance. n prior CVI3 inve tions involying the PRC, the Depsriment found that
while the PRC customs awthorities impute an insuraince cost on cerliin imports for purposes of
levying duties and compiling swtistical data, there is 1o evidence 1o suggest that PRC customs
authurilies require importers 1 pay insurance churges.'”?

To calentte the benefn, we ealeulmed he difference between the delivered world market price
and the price thit e Asia Symbot Comganies paid Tor coal, including delivery churges, We
next divided e sum ol the price dilTesentials by the total consolidated sules of the Asia Symbol
Compinies (exctuding inter-company sales). Comparing the adjusted benchmark prices to the
prices paid by the Asiy Symbot Companies for coul during the POL, we find that the GOC
provided coul for less than adequate remunestion, and that o benelit exists in the swnount of the
difference between the benclunark price and the price tat the compunies paic, ™ On this basis,
wa determine that the Asia Symbol Companies received o countervailuble subsidy of 0.98
pereent ad yatorem during the POL.

5. Prelerentinl tneonse Tax Proggam for ) tish or New Technology Enterprises
i)

Article 28 ol the Enterprise Income Tax Law (EITL) sullworizes o reduced income tax rate of 15

HNTES) and the Guidunee on Administrtion ol Recopnizing 1heh and New Technolo
Enerprises (GUOKEFA HUO {2008} No.362)."™ Article 8 of the Mensures on Recosnition of
HINPES provides thit the scivace and echnology administrative departments ol each province,
dutonemoss region, and municipslity dircctly ander the central government or cities under
separate stale planning shall colluburate with the finance and taxation depariments at the sume
tevel o recognize [TNES in their respective jurisdictions,™’

The annex of the Meusures on Regognition of HINTES lists ¢ight high- and new-technology ureas
selected for the State’s “primary support™; 1) Electwonies und Information Technology; 2)
Bivlogy and New Medicine Technology; 3) Acrospace Indusiry; 4) New Muterials ‘Technology;
5) High-tech Service Indusiry; 6) New Energy and Energy-Saving Techinology; 7) Resources and
Envirsnmental Technology; snd 8) 1ligh-tech Fransformation of Traditional Industries.'®

" See AS Shandong IQH 0L 29 and AS Guungdong 1QIR a1 33,

™ See GOC IQR al 89,

- Bue, e, P Siang Fous the PIRE, and accompinsying 13 ot Comment 13,
"™ g 19 CER 3550 1{a),

™ Sew GOC IQR at 11 and Exlibit 12 wnd 13

" )l o e Exbilit b4 and 15,

y E

A E
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AS Guangdong and AS Shandang reported that they received s savings under this progeam o
their 2013 income tax return filed during the POL ™ We determine that the reduced income tx
rate paid by AS Guangdong and AS Shandong is a linancial contribution in the form of revenue
foregone by the GOC, and pravides a benelit to the recipient in tie amount of the tax savings, ™
We also determine, consistent with the 2008/2009 Citrie Acid Review,™ that the reduction
afTorded by this program is limited as a matter ol faw to certain new and high technology
companies selected by the government pursuant to fegal guidelines specified in Mensures on
Recoagnition of HNTEs and, henee, is specific under scetion 771(3A XD of the Act, Bosh the
aumber of targeted industries (cight) and the darvowness of the identified project areas wnder
those industries support a linding it the fegislation cxpressly Himits access o the program to .
specific group of enterprises or industries.

To caleulate the benefi, we compared the income tax rate that the Asin Symbol Compinies
would have paid in the absence of the program {25 percent) 1o the income tax ee that the
companies actually paid (15 percent). We treited the income ix savings realized by the Asin
Symbol Companics as & recurring benefit, consistent with 19 CFR 351.524(e)(1) and divided the
cempany’s tax savings received during the PO by the Lotal consolidated sales For the Asia
Symbel Companies (excluding inter-company sales) for the POL, purscant to 19 CFR
351.525(b)(6)(Hii) and 19 CFR 351.525(c). On this bagis, we determine that he Asiz Symbol
Companies received a countervailable subsidy of 0.56 percent 2d valorem.

6, Preferential Income Tax for Comprehensive Utitization Entitling interprise

The GOC deseribed that Article 33 of the Enterprise Income Tax Law ol the PRC provides that
incomes generated by an enterprise [rom using sny of the malerials as listed in the Catatopgy of
Resources for Comprehengive Lilization by Enterprises Tintitled 1o Peeferential ingome Tax
Treatment (Catalogue of Resources) as its major saw material may use ten percent of thal income
1o reduce its overall taxable income. ™ The GOC indicaed that the government agencies or
authorities responsible for administering this program are: Shandong Provincial State
Administeation of Taxation, Shandong Provinciai Department of Finanee, Shandong Eeenamic
and Information Technology Cammittec, and Shandang Provivcial Local Taxation Busean, ™
AS Shandong stated that it applied to cach enity listed above to obtain approval and received the
"Certificate of Resources for Comprehensive Utilization.™ Afler ablaining the certificate, it was
filed with the Rizhao Econamic and Technological Development Zone Stie Administration of
Taxation.™ AS Shandong quatified for this program by utilizing indusirial waste lieat sl
pressure in the production of clectricity, By virlue of this program, AS Shandong reduced its
taxable income during the Q1™

" Soe AS Cunngdong IQR nt 22 ~ 25 and Exhibit 6, 14, 15, und 16
0 Soe section T7H(SHDNiT) of the Aet andt 19 CFR 351.509(n)% 1.
M See Citrig Aci i

ive Review, 76 FR 77206 (December £2, 2081} (200872001
aeecompanying 1DM

2 0og GOC 1SQR al 34 - 44 and Exhibits 63 and 64

218 at 35.

2 gog AS Shandang IQR ar 25 and Exhibit 16 and (7

% Jdl.. a1 26 — 27 and Exhihit 6
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We deternrine thist e reduction in tuable income is a fnancinl contribution in the form of
revenue [uregone by the GOC, and provides o benetit 1o the recipient in the wmount of tax
savings,™ The Catalogue of Resvurces sets theee categories of rw materinls use w be eligible
For tax benelits under this program: symbiosis, associated mineral resources; waste (liquid),
waste gas and waste residue; and renewalle resourees; und sixieen resources 1or revenye, We
determine that the ax redsetion virder 1his program is de jure specilic under section
THSARDY Y of the Act because the progrian is limiled to certain enterprises that tilize cerlain
raw materials speeified by the government.

Ter cafeulate the benel¥, we compared the tuxable income that the Asia Symbol Companies
woutkd have elaimed in the absence ol the progrant to 1he 1axable income that the companies
actually claimed. We treated the income tax saviags realized by the Asia Symbol Companies as 4
recurring beaefit, consistent with 19 CFR 351,524(e)(1) and divided the compuny’s tax savings
received during the PO by the totad consolidited siles for the Asia Symbel Companies
(excluding inter-company sules) for the PO, pursuznt 1o 19 CITR 351.525(b)(6)(iii) und 19 CFR
351.525(c). On this busis, we determine fin the Asin Symbol Companies received &
countervaitable subsidy of 0.09 percent ad valorem.

7. Tax Atlowanee for Speeinl gy
Serprise

ment For Water and Snergv-Saving Pusehased by

AS Guangdong reposted that it reduced its income x payoble beeause of its purchuses of
cyuipment for water sl energy-saving.’ We detennine that the seduetion in income tax under
this program is a fnancial contribution in the form of revenue loregone by the GOC, and
provides o benelil t the secipient in e amount of e 1 savitgs pursuint to section
TTHSNE) of the Act and 9 CER 351,509(a)(1), respectively.

As discussed under *Use of Facts Otherwise Available and Adverse Inferences,” ubove, the

Depariment is relying on AFA W determine na the (ax progeam is speeific beeause the GOC
tuiled 10 provide Bformation which wis requested of it regarding the dewils of the government

We treated the income 1ax sivings realized by the Asia Symbol Compunies as o recurring
beaelit, consistent with 19 CFR 351.524(e}1) und divided the company’s 1ax savings received
during the PO by the totad consobiduled sules for the Asin Symbol Companies (excluding inter-
company sales) for the POL, pursuant to 19 CFR 351.525(b)(6)(1) and 9 CFR 351.525(c). On

s ¥ we determine that 1he Asia Symbol Compinies received u countervailable subsidy of
(L,02 percent ad valoeem,

8, VAT and Bpon Taritt Bxemptions for hnported Bguipment

Enacted in 1997, the Cireutar ol the Stie Council on Adjusting Tux Policies on hynported
Lquipmen (Guelis No. 37) (Cireutur 37) exempts both foreign invested emesprises (“FIEs™) and
cerlain domestic enterprises rom the VAT and tarills on imported equipment used in their

™ g section TT(SHINN of the Act sl 19 CFR 351.509(a)1), respectively,
7 Bew Adin Syl I5QHR o1 8 and AS Guungdong 1Q1R ut Exhibiv 6.
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production so long as the equipment docs not falk into prescribed Yists of son-eligible items, ™
The National Development and Reform Commission (NDRC) and the General Administration of
Customs are the goverment agencies responsible for sdministering this program. Qualilied
enterprises receive a cerlificate either from the NDRC or one of its provineial branches, To
receive the exemptions,  quatified enterprise only has 16 present the certificate 1o the customs
officials upon importation of the equipment. The objcctive of the program is to encourage
foreign investment nnd 1o introduce foreign advaneed technology equipment and industry
lechnolopgy :.umn_n_ﬁ.ue The Department previously found this program to be countervailable,

2in

Both AS Guangdong and AS Shandong reporied recciving VAT and tarilT exemptions under this
program for imporied cquipment prior o the POLY We determine that the VAT ind duty
exemptions received under the program constilute a fnancinl contribution in the form of revenue
Toregone by the GOC, which pravides a benelit to the reeipients in the amount of the VAT and
tariff savings,." As described above, only ¥1iis and certain domestic enterprises are eligible to
receive VAT and tarifT cxempptions under this program; therelore, we Rirther determine that the
VAT and tarifT exemptions under this program are de jure specific under section 771(5A WY
ol the Act because the prograns is limited Lo certain emerprises.?’?

Normally, we treat exemplions from indircet taxes and import charges, such as the VAT and
tarilT exemptions, as recurring benefits, consistent with 19 CFR 351.52a(c)(1) and sllocale these
bencefits only in the year that they were received. 1lowever, when an indirect tx or impart
charge exemplion is provided for, or tied to, the capital struclure or capital assels ol o finm, the
Department may treat it 83 a non-recurring benefit and allocite the benefit 1o the firm over the
AUL.2Y Thercfore, because these exemptions arc for capital equipnient, we have examined the
VAT and fariff exemptions that AS Guangdong and AS Shandong received under the program
dusing the PO and preceding |2 yeass.

Ta caleulale the amount of Import dutics exempted under the program, we multiplicd the vatue
of the imported equipment by the import duly rate that weuld have been levied absent the
program. To caleulate the amount of VAT exempted under the program, we maltiplied the value
of the imported equipment (inchisive of import duties) by the VAT rate that wousd have been
levied absent the program. Qur derivation of VAT in this calculation is consistent with the
Department’s approach in prior cases,™** Next, we summed (he ameunt ol duty and VAT

¥ Sew the GOC ¥QR a1 23 and Exhitil 16,
w7 E.

Wgee op. Citn
Equipment,”
Moo AS Ghaangdeny 1QR nt 27; sog pise AS Shandeng QR m 29,

Mt goe scclions THSKDAIN) oud TTHSKE) of she Acy, as well as 19 CFR 3SES10{)(1) The VAT portian of this
program was abolished beginning fanuary 1, 2009 pursuant to the Annoaneaiment of Ministry of Finance, Genernl
Administration of Cusioms and State Administration o Taxation on resumption of VAT on imported equipment msd
related goods, Sce e GOC IQR a1 23, and Exhibit 17,

™ See OIS (rom the PRG and accampnnying IDM nl Comment 16; ge¢ slsa OTR Tires from the [TRC n( *C. VAT
and Import Duly Exemplions on Imporied Materinl,"

M Soe 19 CFR 351.524(c) ()0} snd 19 CFR 351.524(d)1}

8o, g n. Cireulor W r ity Steel Line ipe
<

. and sccompanyusg M a0 1L VAT and Dy Exemptinns en lsported

4]
ination, 73 FR 7006] (
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exemplions received i cach year. For cach yenr, we divided the company's tolul exemptions by
its correspunding sades for the year of fmport, Pursuant to 19 CFR 351.524(bY(2), we expensed
the grant amounts 1o the year of receipt lor these yeurs in which U grant wnount was less 1lsm
0.5 percent of' the wotal consolidited subes of the Asin Symbol Companies (exeluding inter-
company sales). For e y urwlich the grant wmount for the company was greater than 0.5
percent of s sales, we ullocated the benelit uver the AL, using the methodelogy duscribed
wnder |9 CHFR 351.524(d), We used the methodology deseribed in the “Subsidies Valuation™
section above to determine the amount aributable 1o the POL. We then divided the POI benefit
by the 11l consolidmed POL sales of the Asia Symbol Companies (excluding inter-company
sules), to caleubute e subsidy rate, On s basis, we determine Lk the Asia Symbol
Companies received n countervaitible subsidy of 3,13 perceat ad valorem during the PO

Additivnally, the GOC reported that, pursuznt 1o the *Announcement of Ministry of Finance,
China Customs, and Stite Administration of 'Taxation,” No, 43 (2008), the VAT exemption was
weeminoted.”"™ Under £9 CFR 351.526(u)(1) and (2), the Depurtment may take a program-wide
ehange 10 1 subsidy program into secount in establishing the cush deposit rate if'it deternines
it subsequent 1o e PO, but before the linak dewermination, o program-wide change oecurred
anck the Department is able 1o meusure the change in the amoeunt of countervailable subsidics
provided under the progrim in question, Based on a prior investigation with regard to this
program, we determined that a program-wide change bas not veewrred. 2t Under 351 S26(d)(1),
the Depurtment will only adjust the cush depusit rate of a possibly terminated program if there
are no residual benelits, Tloweyver, tis program sull provides for residual benefits because
import bifland VAT exempmions were provided for e importation of capital equipment and,
thus, thase exemptions are treated as non-recurring subsidies pursuant o 19 CFR
I51.524(e)(2)({i). This decision is consistent with the Department's npprouch (o this program in
prior PRC proceedings.?'™

9. VAT Rebates en FIE Purcliases of Chinesg Made Liquipment

ing 10 Tria] Regulntions un Lax Rebate on Donestien))y-Manuthetured Bquipment
Purchused by o Foreign-Funded Enterprise (No, 1713, the GOC refunds the VAT on purchases of
certuin Chinese-produced equipment 1o FHIs i the equipment is wsed for certain encouraged
projects.?'” AS Shundeng reported using this program during the AUL.? “The Department

accompasying 1M ot Comumsent 8 (%, . we sgree wills Petitioners thig YA’ is levied on the value of the product
inclusive uf delivery elineges nud finpon duties”).

e GOC QR m

7 goe Uity Se

bt Fing § ¢ J
ion, 76 FR 2 {Junuary 11, 2014} (Dri

stions for IEs and Certun Damestic Enterpris
M gee Crystilline Silicon Photovalyie Ce
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previously found this progrium countervailnble, ' We determine that the rebates under this
progeam are a Ninancial contribution b the form ol revenue Tarcgone by the GOC, and they
provide a benefit to the recipients in the amount of the tax sovings. ! We Turther find il the
VAT rebates are contingent tpon the use of demestic over imported cquipment and, henee
specific under seetions 771(5A)A) and {C) ol the Act,

Since this indircet tax is pravided lor, or tied to, the capital sinsctere or capital assels ol a firns,
the Depariment treated this tax as o non-recurring benefit and akfocated the benelit 1o the tirm
over the AUL.2 To calculate a benelit under this program, lor the years in which the rebate
amouni was less than 0.5 percent of the relevant sales figure, we expensed the reluates in the year
of receipt, consistent witly 19 CFIRR 351.524(a), The benefits AS Shandang reecived in 2008 were
Tess than 0.5 percent ol the total consolidated the Asin Symbol Companies” sales (excluding
inter-company sales); therefore the benefits were expensed lo 2008, Flowever, for 2009 the
enefit amount for the company was greater than (.5 percent of its sates; thus, we alloented e
benefit over the AUL using the methodolopy deseribed under 19 CFR 351.524(d). We used the
methodelogy described in the *Subsidics Valuation™ section above Lo determine the amount
atiributable to the POL. We then divided the POI benefit by the total consolidied PO sales of
the Asin Symbel Companics (excluding inter-compuny siles), to caleubate the subsidy rate, On
this basis, we determine that the Asin Symbal Companics received a countervailable subsidy of
0.07 pereent pd valorem duzing the 'Ol

10, ubsidies for Enerpy Eficiency ad Environmentat Protection

AS Shandong reported that il received assistinec in the form of o grant, from the Rizhao City
Gaverament for enviranmental prolection,™ We dewermine thal the grant received by AS
Shandong constitutes a finuancisl conteibution and a henelit under sections 77 1{S)1)() and
TTHS)E) of the Acl. respectively.

As discussed under “Use of Facts Olhenwise Avaiable and Adverse Inferences,” above, the
Bepartment is relying on ATA 10 determine that the grant progem is specific because the GOC
failed Lo provide informmtion, whicl wis requested of i on two accasions, regarding the details
of the government assistance.

To calculate the benefit, we divided the grant amount by the Asia Symbol Companies® tolal
consolidated sales (excluding inter-company sales) for the year in which the grant was received
and found that the resulting ratio excecded 0.5 percent. Because the grant is a non-recurring
benefit, consistent with 19 CFR 351.524(¢)(2) i), we allocated the benelit over the §3-year
AUL. We then divided the benefit amount by the Asia Symbol Companies® 1otal consolidated
sales (excluding inter-company sales) for the PO 1o obtain the ad yalorew subsidy rate, On (his
basis, we determine that the Asin Symbol Companies received a countervailable subsidy of 0,10
percent ad valorem,

2 840 Solar Cells Investiyation rl accompanyng 13M a0 18,

32 Gog seetion 77 HSYDYH) of the Act and 19 CFR 351.510(a) 1)

3 Soo 19 CFR 351,524} 2)(iti} nned 19 CIR 351.524(d)}2).

€ Boe AS Shandang 1SQI at 7 it Exhiit T-n; geg also GO SO a1 25
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R Support Fund for Envirgnmentgt Protection Froject - Rizahio City

AS Shandeng reported that it received assistance, in the form of n grant, from the Rizhao City
Govermnent, "™ We doterming it the grunt received by AS Shundung constitutes » financial
contribution and & benelit under sections T7H{SH DY and 77 1(5)E) of the Act, respeetively,

As diseussed under “Use of Facts Qtherwise Availuble and Adverse Inferences,” ubove, the
Depanment is relying on AFA to delermine that the grant progrant is specific because the GOC
fuiled o provide inltmmtion, which was requested ol it an 1wo oecasions, regarding the details
ol'thie government assistance,

To caleatute the beaelit, we divided e grant wmount by the Asia Syinbol Companies’ total
consutidited sales (excluding inter-campuny sules) Tor the year in which the grant was received
and found that the resutting rtie exceeded 0.5 peecen, Beenuse the grant is & nen-recurring
benefit, consistent with 19 CFR 351.524(c(2)X(iii), we allocated the benefit over the 1 3-year
AUL, We then divided the benefit smount by the Asia Symbol Companies’ total consolidated
sdes (excluding inter-company sules) fur the PO1 1o ubiain the ad valorem subsidy rate, On this
Lasis, we determine that the Asia Symbul Companies received o countervailable subsidy of .14
pereenl pd valorem,

12, Suppont Fynd for Envirvnmental Protection nput

AS Shandong eeported that it received assistanee, in e formn of g grog, from the Rizhao
Municipal Finance Bureau for environmental proteelion, ™ We determine that the grant

received by AS Shsndong constitutes b financiad comribution and u benellt under sections
T71(SHDYE and TTEHS3)(E) oF the A, respectively.

As diseassed under *Use ol Facts Otherwise Avisituble aisd Adverse Inferences,” nbove, the
Deparument is relying on AFA to determine that the grunt pregram is specilic becuuse the GOC
lailed 2o provide informition, which was requested of it on two oecasions, regarding the details
of the government assistance,

The grant that AS Shiusdung received during the POl was less thun 0.5 percent of the il
consolidated sales of the Asin Symbot Compunies Tor the POL Pherefore pursuant to 19 CFR
351.524(0)(2), we expensed the grant smownt in its entirely w the PCL On this basis, we
determine 1l the Asin Symbol Companivs received a countervaituble subsidy of 0,14 percem ad
¥ilorem.

13. Supporl Fund for Envirommentd Protecijion Project

AS Shandong reported thist it received assistance, in the Torm of & grant, lrent the Rizhao
Leonomic and Technologicat Development Aren Government for environmentad protection.
We determine that the grant received by AS Shundeng consttules a linaneinl contribution and a

m

B gee AR Shundong L3It w1 7 and Babibnt Tup gee 1y GOU 15008 01 25,
e Geg A8 Shandumg ISQIE at T Exhibis T-1; seg phso GOC 1SQIK e 25,
e Sgg AS Shamdung ESQR ut 7 und Lxhidae Ty see peo GO ESQIL w235
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benefit under sections 7741(5)D)(I) and 77 1(S)E) of the Act, resprectively,

As discussed under “Use of Facts Gthierwise Available and Adverse Inferences,” above, the
Departinca is relying on ATA to determine that e geant program is speeifie beeause the GOC
failed to provide information, which was requesied of it on twe occasions, regarding the detils
of the government assistance.

The grant that AS Shandong reecived during the POL was fess than 0,5 percent of the 1olal
consolidated sales of the Asin Symbol Companies for the POL Therefore pursuant to 19 CFR
351.524(0)(2), we expensed (he grant amount in its enlirely to the POL On this basis, we
determtine that the Asia Symbol Companics received a contervailable subsidy o 0.15 pereent ad

14, ity Bonus for Export Activity from Fingnee

AS Guangdong reported Lhol il received assistance, in the form of a grant, [rom Jinngmen City
for export activities. 2 We determine that the prit received by AS Guangdang constitules a
financial contribution and a benefit under sections 77 H{5)(1)() and TSNy of the Acy,
respectively.

As discussed under “Use of Facts Otherwise Available and Adverse Inlerences,” nbove, the
Department is relying on AFA w determine that the grant program is specific because the GOC
failed Lo provide information, which was requested of' il on 1two oceasions, regranding the details
of the government assistance.

The grant that AS Guangdong received during the POT was less than 0.5 percent of the 1ol
consolidaied sales of the Asia Symbol Companics for the PO1LX? Fherefore pursuant (o 19 CFR
351.524(b)(2), we expensed the grant amount in ils entizety 10 the PO On this by is, we
determine that the Asin Symbol Compinics received a countervailable subsidy of 0,13 pereent pd
valaram,

15. Enerpy Efficiency nnd Envirgnmental Protection Project

AS Shandong reported that it received assistance, in the form ol a grant, from the NDRC for the
purpose of encouraging and promoling investments related 1o environmental protection. ™ The
GOC indicates that this is a nations] progeam subjeet to the Ingrim Measures lor the
Manapement of Central Budgetary Investment Subsidy on Interest Discount Project (2005 No.
3105 We determine that the grant received by AS Shandeng eonstilutes o financial
cantribution and benefit under sections 77 1(3)(D)(i) and 771(5)(E) of the Act, respectively,
Regarding specificity, beeause the actual recipients of the grants under this program were Hmited

3 Sec AS Guangdang 15QR #t § - 8; sce slso GOC 1808 w18

2 [Yocnuse AS Guangdong and AS Shandong do nul have eapon sales, we utilized the companics’ consolidated
m__.._Onnwum:,m fees as a denominptor. All third country sales of subject merchandise are made by Greenpoin,

See AS Shandong ISQR (Junc 15, 2015) t 7 and Sixhibit 7¢. See also GOC ESQR (June 15, 2015y at 25 nnd
Exhibits 61 nnd 62,
21 8¢e GOC ISQR (June 15, 20£5) nt Exhibil 61,
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i number, L., 168 eaterprises, ™™ we determine thin the grant is specific under section
TTISAKDIN) of the Act.

To cateatite the benelit, we divided e grant anount by Use Asia Symbol Companies® total
consolidated sules (excluding inter-compuny sales) for the year in which the grant was received
and found thit the resulting ratio excecded 0.5 percent, Becsuse the geant is & non-recurring
beaelit, consistent with 19 CFIR 351.524(c)(2)(EiD), we alfocated the benefi over the 1 3-year
AUl We then divided the benefit nmount by the Asia Symbol Compunies* total consolidated
sules (exeluding intereompany sules) for the PO 1o obluin the ad vglorem subsidy rate. On this
busis, we derermine that the Asia Symbol Companics received o countervailuble subsidy ol 0,02
rent pd vaduren).

16, Adpinistrative and Industrizd Fee lixemplions in Yimchou Luke Paper Base

A3 Guangdong reported thit it paid reduced administrative Tees pursuant 1 this program,™ The
GOC indicales that pursuant 1o Cireular on Primting gnd Distributing the
Devetopment of Yinghou Lake Paper Buse (2010 No.80) the progrum is for investments inte the

paper or paper-related industries in Yinzhou Lake Paper Base, >

We determine thit the redaced fues e reveniee Toregeire and constilute o financial contribution
and & beaelit under sections 771(5)(D)(I) and TTLSHE) ol the Act, respectively, Regurling
specificity, because this progrnm is limited to paper or paper-refated industries, we determine
thit this program is de jure specific under seetion 27HSA X)) of the Act,

‘The benetis thin AS Guungdong received during the POT were less than 0.5 pereent ol the Lolal
consoliduted sales of the Asis Symbul Companics Tor the POL Therefore pursuant to 19 CFR
35E.524(b)(2), we expensed (e geant amounts in their emtirely to the POL On this basis, we
determine thit the Asin Symbot Comprinies received o cowstervailable subsidy of 0.0 percent ad
vilorem,

B, Programs Determined Mot T'o Coufer s Benefit on the Asin Symbol Companies

During the POI

I Provision ol Water for LTAR in Yinzhou Lake Puper 8

Petitioners alleged thit the Xinhui Distriet goverament provides preferential water rates o
enterprises within Yinzhou Lake Paper Base, a designated area of Xinhuai Distier,? In respunse
to the Depariment’s new subsidy allegution questionmire, te GOC provided the Water Law of
e People's Republic of Ching and the Redation on the Administration of the License for
Water Deawing and the |Levy of Water Resources Fegy und Guangdong Water Resources Fee

M2 1, at 33 aad Exhibit 62, Sey also, e, Tunw: aeid necompieying DM at 23,

™ Soe Asia Symbol Compimies” new subsidy allegation yuestivmiire response (NSAQR) (June 15, 2015) ot 9 and
Symbol Canmpanies” Miner Correetions i Verilicution Ladibit 19 MO,

M geg GOC NSAQR {June 22, 20ES5) ut 8 wid Exhibil 65,

Y Qog the Repastinent*s Decision Mumorsndunt on New Saisidy Allegutions (Muy 24, 2015) m 6,
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Collection Standards Sheet, ™™ Al verification, we verilicd that AS CGuongdong and AS Omya,

both located within the Yinzhou Lake Paper Base, paid the provineial water ritf rate fur power
generation and paper production and the Xinhui District water tarifT rate for *living water™ and
did not pay & preferential raue as alleged. ™ Therefore, we deteemine that this program did ot
confer a beneflit during the POLL Sce Comment 8,

C. Programs Determined Not ‘o Be Specifie to the Asiu Symbol Companles durfog the
o]l

1. Provision of Land and/or Land-Use Riphis to SOLs for 1L.TAR

As cxplained in the Department’s position for Comment 9, we lind there is no evidence ol de
jure or dg fagto specilicily on the record, However, i this investigalion resubts in a CVIY order,
we will exemination this progrnm in a subscquent administrative review.

. Progenms Determined Not To Be Used by the Asia Symbol Compinies

Titanium Dioxide for LTAR

Provision of Water for ETAR

Provision of Glectricily for LTAR

Land-Use Righis for LTAR in Certain Industriat/evelopment Zones

Export Buyer's Credit from Export-tmpont Bank of China

Export Seller’s Ceedit from Export-bmport Bank of China

‘Fax Reductions for High and New-Technology Enterprises Involved in Designated Zones

lncome Tax Exempliens for Forestry Projecis

; Funds for Using Wood Pufp in Forestey-Paper Integration Projects

10. Interest Payments for Forestry-Paper Entegralion Projects

1. Suppost for Developing New Paper Producis

12, Stale Key Teelnology Renavation Fund

i3, Grants to Cover Legal Fecs in Trade Remedy Cases

14, Grants for Listing Shares

15, Demolition and Relocation Assistance for Shandong Chenming

16, Preferential Loans 1o SOfs

17, liangmen City — Honest Green Card Backbone Enterprises; Tax Refund

18.  Jiangmen City — Honest Green Card Backbone Enterprises; Preferential Interest Rales
and Guaraniee Fees

19, Jiangmen Cily - Honest Green Card Backbone Ealerpr Grams

20, Tax Refund for Technology Renovation Prajects in Xinhui District

21, Infrastructure Fee and Tax Refund for Bimserprises in Xinhui 1istriet

22, Inferest Subsidy Tor Capital Inerease mue Praduction Expansion Projects in Xinhui
District

23, Provision of Electricity for LTAR in Yinzhou Luke Paper Base

24.  Provision of Steam for LTAR in Yinzhou Eake Paper Bose

A Soe GOLC"s NSAQR {Junc 22, 20153 a1 Exhilits 66 nad 67,
BT gug Asin Symibo! Companizs Verificalion Report ne 8 - 9

4%

ANALYSIS OF COMMENTS

COMMENT 1 Whether to Reverse the Deparimot’s Government *Authorities”
Determination

GOC's drguntenis

«  Phe Department inproperly applied an adverse inference in its governmenal anbority
analysis of Tous caleium carbowite praducers und one eaystie soda producer,

= Sectivn 776(b) ol the Act allows the Depirtment 1o apply adverse inlerences only to
inlurmation missing from the record.

*  The only information identilied by the Departinent os missing from the record related o
these Tour calcium carbonite producers and one coustic sudy producer is whether there
are any CCP officials and organizations within these compunies.,

= The GOC provided business Heenses, eapitaf verificition reports, Articles of Association,
as weell as corporale governanee informion ineluding the numes of general managers
and dircetors fur the atorementioned entities,

+ The Compuny Law indicates that Chinese kv prohibils government officinds lrom
participating in o7 holding positions in o Chinese compuny.

o The Civil Servant Law stipulates thata eivil seevant is prohibited from “undertuking or
participiting in uny prolit-making activity, or holding a concurreat post in an enterprise
or any wler protit- making organization,”

« The Depasiment has even scknewledged that these laws indicate a lack of governmentas
control. For example, within the context ol the Separide Rate Anadysis, which the
Depurument cunduets in astidumping proceedings involving non-market economies
(NivMLs), the Depurtment bas stuted that “we Live snidyzed the Company Law and have
Tound it t establish sulliciemly an absence of de jurg contral over privately owned
companics in the PRC.YMW

«  The Bepactiment’s AFA determination that the owaners, memnbers of the bourd of directars,
and senior managers of the input producers n issue swe CCP officials und that, therefore,
these producers are government mathorities is unlnwiid because such a finding disregurds
the evidenee on the record hat guvernment wi¥iciuls are prohibited from holding these
pusitions in & conyray.

+  The producers® Articles of Association desionssrne that the Boards of Directors are
clected and dismissed by the producers’ respective sharchulders and not by the
government, Further, the Articles of Associztion de not articubate a way for the GOC 1o
inlluence or participate in s clection process, or ww Lhe GOC would otherwise control
the directors snd managers, Nor is there anything else on the record indicating such
povermuent contral. Therefore, there is not swbstimtisd evidence on the record to support
u finding thit the presimed CCP membership ol the direetors und managers of these
producers act on behall of the GOC,

H1

See Memandum o Ronsld K. Lorentzen, Depaly As WL Seeretary tos Lmport Administration, [rom Fohin M,
Andersen, Acting Deputy Assistimt Seeretnry Sor Antiduinping and Conastervaifing Duty Operations, "Cut-10-Length
Curbyon 8 Phane from e Peaple’s Repubilic of Chinw $ssaes nind Devisions Memocundum for the Finnl Ressdis
al’ Adhiinistrtive Zeview,” {Febrisy 16, 20000 i Cosnoent 2, oo the recond o' A-570-849.
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*+  Additionally, the Department improperty determined (hat majority-government pwned
caustie seda producers and SOEs that provided coal 1o responduents, are, by deluult,
“aulhorities” within the meaning ol section 77THSX13) of the Act,

= The WTO Appeilate Body in 28436 held that s public body is “an entity thit possesses,
exercises or is vested with governmentad authority,” In addition, it also clarilied that “the
mere ownership or control over an entity by o goverminent, without more, is not sulticient
to establish thal the entity is a public body.” Further, the W0 Appellate Body indicated
that an entity should be evalunted on n case-by-case basis and thal “the existence of mere
formal links between an enlity and government in the rarrow sense is unlikely to sulfice
to establish the necessary possession ol governmental authority. "

*  The Department’s Public Body Memorandum appears 1o be essentially the same ns the
previous “majority ownership™ anulysis already rejected by the WO Appellate Body.
Namely, it appears that the Department is again applying a broad policy that considers
majority government-owned entities to be “public bodies™ by default without a case-
specific analysis of whether entitics “possess, exercise, or are vested with LOvernmet
authority,”

Asia Synibol Companies' Rebutial Briefs*™"

= In their rebuital briefs, the Asia Symbol Compinic
arguments on this issue,

ate their agreement with the GOC's

Petitioners® Rebustal Argiments

¢ Pursuant 1o seclion 782(i)(1) of the Act, the Departinent “shall verily all infarmation
relied upoa in making » final determination in an jnvestigation,” The Department has
explained that it “is unable to rely an {} unverilied information™ in a Nipal
determination. ' Pursuant 1o section TI6{a) ol the Act, the epartment “sla use e
facts otherwise available in reaching “its linal determination when an interested party
“provides such information bat the information cannor be veriticd as provided in seclion
{782(1) of the Act}.” An ndverse inference mny he used where an “inleresied party his
failed to coaperate by net acting to the best of jis ability 10 comply with a request Tor
information 2

» Inihe initial questionngire response, the Depariment asked the GOC 10 provide certain
information reparding the presence of CCP oflicials and organizalions within input
suppliers that are wholly or partially owned by rese individuals or entities. ™ The
GOC refused to provide a response 1o the Departiment’s questions with respect to five
producers. ™ The Department gave the GOC 1 seeond opportunity to cooperite and

2 The GOC cites, jmer alia, Lo Appellate Body Repor, Unsted Siates - Counstervailing Measuse erlgin flol-
\ed Carbon Steel Flat Products (rons Indin, WT/DSA36/AB/R (Decemher 8, 2014} (D846, parns. 4.10, 4,29,
4.17,

6 500 Asin Symbol Compant
1 50 Nolic ing| De

s Rebuital Briel {December 14, 2015) 1 9.
inglipn of Sat a0, Fair Valug and

eccompanying DM at Comment 8,
M2 5ua section 776(b) of lhe Act,

M Soq GOC IQR at 47-51,
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provide information regarding the presence of ke CCP in cerain wput suppliers.** The
GOC again relused to submil the requested infunmudion and reterred the epartment 1o
fls initial questionmaise response. 7

= o Prawn Sinks, us i did here, the GOC srgaed that the information was not relevant and
thint Chinese law prohibits the GOC ofticials rom tking positions in privite
compunies, ™ The Depurunent rejected the GOC's arguments, Tound that it withheld
inlormaztion, und determined that the supplicr was en ahority us AFA ™ The
Deparunent hiss consistently determined that “the infusmation requested regarding the
role of CCP oflicials and CCP prinary organizntions in the munagement and operitions
of {inpul suppliers} is necessiry 1 our determination of whether these producers arc
‘wuthorities’ within the meaning of section 771(5) 1) of the Act, "2

+  The Deparunent has found that “*CCP primary organizations in non-SOUs . . . carcy out
Use Party's . . . policies and guide and moniter the enterprise to comply with the nation's
lawes and regulations.”™ The Department has explaised that “CCP primary
vrgiizations are nol mere observers within these enterprises but active participanis in the
development of strategic wnd opertionul objectives of the enterprises with the intent on
expanding the CCI's presence within Use enterprise.”! “The GOC's argument also is
contradicled by the reeent decision of the United States Court of Inernutional T'rade.*?

+ I ADM v United Swes, the Court explained thiet the GOC “failed t provide cizna._:.%
informiation lor the companies preducing and supplying sutfiric acid and steam coul."?
The Court expluined that the missing information regarding the CCP “would have
allawed Commerce to deternine whether these producers were *authorities® within the
meaning of section 771(5)(B) of the Act.*™ Although the question belore the Courl in
that case was whether, “Bi o countervailing duty proceeding, the application o AFA 10 2

non-cooperating party nay adversely impaet o cooperating pasty” (the Court ruled in the

affirmative), ADM v. Uniled States is stll instructive, The Court explained the

“previously witiculuted pattern shat * {1} ypically, foreign governments e in the best

position W provide information regarding the adiministrative of their alleged subsidy

program ... fand}” in cases “{where the foreign government fails 1 set w the best of its
abitity, Commerce will usunily G that e government las provided a fisancial
cantribution 1o a specilic industry,
»  The GOC's argument that simultancous service as both & government olliciat and a
company senior employee would viokie Chinese lnw is unpessuasive, The Department

n235

Acid Review uind uecompanying
1M b “Use of Fuets Otherwise Avaitible snd Adverse Bsferenees™ and *GOC - Caleiun Curbanwe snd Caustic
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has made clear that this "argument, however, is comradicted by the Department's fiading
in a past proceeding that CCP officials can, in fact, seeve as owners, meanbers of the
board of directors, or senior managers of companics,” ™

¢ The GOC did not report that no CCP prisasy nrganizations ar CCP olficials were present
in the five input suppliers.™ As the record stan , here is no evidence demonstrating
the lack of CCP presence within the five suppliers. The GOC faited to provide any
information about the CCP willi respeet to the five producers' individual owners, bowsrd
members, or senior managers.

« The GOC’s withhelding of necessary information that was requested of' 1t led the
Department Lo rely on AFA in conducting ils analysis of eertain input supplicrs,™™ The
GOC provided incomplete responses 1o mulliple guestionnaires and adverse inferences
are warranted in the application of AFA, The Department should continue 1o find that
CCP ofTicials are present in the five input suppliers as individual owners, managers, and
members of the boards of dircetors, and that this gives tle CCP, as the government,
meaningful control over the companies and their resources.® Because an entity with
significant CCP presence on its board or in management or in party committees may be
cantrolled such that il is vested with gavernmental autherity, the Depisriment should
continue to find that the five :;:: supplices are “authorities™ within the meaning of
sections 771{5)(B) of the Act, ™

*+  Inits questionnaire, the Department “notified the GOC that the Department generally
treals producers that are majority owned by the povermment or 0 government etity as
controlled by the government and, hence, o8 *muthorities” within the seaning of scetion
TTS)B) of the Act.™™ The GOC did not chatlenge the Department’s “anthority”
practice for enlerprises that are majority owned by the gavermmaent or o government
entity in its questionnaire response, and the Departiment preliminarily detenmingd that
such majority government owned suppliers were awtharities, ¥ Conlriry to the GOC's
argument, the Department’s preliminary determination Lo tresn majority state-owned input
suppliers as authorilics is consistent with the Department's practice. As explained in the
Public Body Memorandum, producers in the PRC that are majority-owned by the
BOVEIINENL POSSLSS, exercise, or are vested with governmental authority,
Department has consistently determined that the GOC excreises meaningful eontrol over
majority state-owned entitics and “uses theny 1o effectuate its goats of uphalding the
socialist market ceonomy, allocating resourees, and maintaining the predominnt sole ol

011, 78 FR 34648 (fune 19, 201 3) nud accompanying Mretininary
Decision Memorandum at 6 (staling that “The GOC's argument, however, is contradicted by the Bepurunent’s
firling in n past proccediag that CCI° officinls can, in fel, servee as owners, members of e beard of direetors, o
sepior monagers of companies.”™} (inlemat citation amitied).
¥7 S0e GOC QR a1 47-51
% See Preliminary Determinaton Memoraadins nl 8,
g
#g
WM Sec Prelinsinary Determination Memarandum m 16,
L3
1d.

1 Sec Additionnt Documenis for Prelin Memarandim at Attchnent [,

45

the skute seetor.™ ™

unchanged.

The Departmens’s Preliniacy Determination should remain

Bepartment’s Position: We continue o lind companies that supplied the Asin Symbol
Compimies with inputs, speeilically certain ealeim earbonate, caustie sod, and coal producers,
ithes™ within the mesning of seetion 771(5XB) of the Act,

antharitt

As explained in e Preliminury Deteominution, it oeder to do a complete wnalysis of whether
producers of inputs wre “sutharities” within the meaning of section 771 (3XB) ofthe Act, we
soughl information regarding whether any individuat owners, bourd members, or senior
managers were government or CCP ofTiciats and the robe of any CCP primary organization
within the conpiies, ™ Specilicully, to the exteat that the owners, managers, or dircetors ol'a
produeer are CCP ollicinls or otherwise influenced by certuin entities, the Department requested
information regarding the means by which the GOC muy exercise control over compuny
aperations and other CCP-refuted information, ™ ‘The Department explained its understanding of’
the CCI7's involvement in the PRC's econamic and politicat structure in the current and past
PRC CVD) procecdings, including why it considers the inforination reparding the CCP’s
involvement in the PRC's cconomic and pokitical structire 1o be retevant,

Despite the importance of the information requested in the Input Producer Appendix, the GOC
provided none of the requested information with regard to CCP officisls and CCP primary
arginizations  For certain caleju earbonate und caustic soda producers that are privately
owned, the GOC stuted (i there is no central informationat diabase, and therelore it cannot
alitain the informution requested by the Deparunent. ™ Insiead, the GOC urgued thut pursusnt 1o
the Civil Servant Law, governmient olTiciuls cannol serve as osners, members of the board of
directors, or managers of the input producer without vivlating the fawe. 1t Further stated that the
Depariment’s CCP questions are not relevint 1o determining questions regaeding *public body®
or 'government control,

Contrary o the GOC's assertions and objections 10 our questions, it is the prerogative of the
Depautaent, nut the GOC, to deteemine what infornation is relevant Lo our analysis.?™ As
noted, the Department considers intormation regarding the COP's involvement in the PRC’s
ceonmnic and political structure 1o be essential beenose public information demaonstrates that the
CCE may exers signilicant curtrol ever activities in e PRC.7Y “Ihe CCP Memorandum und

* See Department's Initinl Quustiosn
M7 See GOC IQR a1 S und 68

W E

o NSK_ L v
submitied o Commures provided n sutficient representation of NSK s cost of inanafacturing nsisses the paint that *it
is Comeneree, not the respandeat, that detenmines win infurnisian is to be provided for mn adiinisirtive
raview."); see, g9, " Ay Upited Stites, 628 F. Supp. 198, 205 (CIT 1986) {stuling that
“{ijris Conumerce, not the respondent, that detennines what informtion is 1o b provided”),

3 ' See Additioznl Documents Meosonsdom, which includes Pubilic Body Memorandany; und it3 atsuchnem QCP
Memarandian,
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Public Body Memarandum support the Depariment's determination thit CC1* membership
relevant 1o companics—inctuding privaie companics—in the PRC,Y"

n

Specifically, the Department has determined that “available information and reeord evidence
indicales that the CCP meets the definition of the 1erm *govesnment” Tor the Fmited purpese of’
applying the U.S. CVD law 1o China”*™ Tyrther, publicly available information indicales that
Chinese kaw requires the establishment of CCP organizalions “in all companies, whether state,
private, domestic, or _.Eo_r: invested” and that sueh erganizations may wicld & controtling
influence in the company's afTairs,*™

In the 2012 Citric Acid Review, the Department rejected the GOC's assertion thal il cannod
obtain inforination on CCP ofTicials and CCYP organization. In that proceeding, the GOC
provided official government documentation, L.e., stamped originals of election notification from
the CCP Cominitlee of Lifiaxiang Town, hat the awner of two input producers did not serve as
Secretary for the Party Commitice ol Linjiadu Village in the PRC during the POR and that the
village does nol geographically averlap with the locations of the producers’ aperations.?”
Bucause in this proceeding the GOC did not provide the information we requested regarding (his
issue, we have no basis to revise the Department’s AFA finding that certain calcium carbonate
and coustic soda producers arc “authoritics” within the meaning of seclion 77 1{5)([3) of the Acl.

Similarly, the Department’s evaluation of the Company Law in the conlext of separate rate
analyses in AD} proceedings docs not evinee a lnck of state control here. As explained in
2010712 Aluminum Iixtrusions from the PRC, AD PRC proceedings are separate and distinel
from CVD PRC proceedings with the application ol dillerent analyses and methodologies, ™
such, the Department’s Minding in un AT review is nol germane 10 this investigntion,

As

Finally, we disagree wilh the GOC's assertion thal our “suthorilies™ analysis far the majority-
government owned caustic soda procducers and SOI coal producers was hased solely on siate
oEza]Es Rather, as explained in Lhe Public Body Memorandum, we found that najority SOLis
in the PRC possess, exersise, or are vested wilh governmenial authority. ™™ Qur finding is bascd
on the GOC excreising meaningful controb over these entitics and uses them Lo effectuate jts
goals of uphelding tie socialist market coonomy. allocating resourees, and maintaining the
predominant role of the stale sectar,?”” “Therclvre, we continue 1o determine thar these entitics
are “authoritics™ within the ineaning of scelion 771(5)(B3) of the Act, and that the respondent
companies received a financial contribution rom them in the Torm of the provision ol a good,
pursuant to section 771{S}DY(iii) of the Act. Further, the GOC ling nat placed informalion on
the record that contradicts our findings in the Public Dody Memorundum,

™ See COP Memerandum; Public Body Memorand:
214, a1l CCP Memorandum ni 33.

ot ?__.___n _.5&. Mamoramium at 35-36, and sources ched therein
ooy Revigw and =rnc=__;=.$:r :uz_ al ¢ oimant 2z,

; Drawn Sinks and pccospanying [DM al Comment 1.
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COMMUENT 2; Whether to Reverse the Depactorneat’s Specilicity Determination for
the Provision of Caleinm Carbonate and Caustic Soda for LTAR

GCC s Arguments

«  The Department’s upplication of AFA wid conclusion that the provision of culeium
carbonate and caustic soda are specilic ure unlawlil because (1) the GOC complied 1o the
best ol its abilities wud, therelure, an AFA finding s not appropriate, und (b) evidence on
the record demonstrates i these alleged programs are nol specitic and, therefore, the
Deparuacit cannat spply AFA o find otherwise,

+  The GOC reported that SS13 dues not muintitin consumption data for calcium carbonate
and the nc:u:_:w:c: data the GOC placed on the record was “estimated on the base of
the best estimales of e suendints at {the Chin Inorganic Salts Industry Associntion’s}
unnual conference and the experts engaged in te caleium carbonate industry,” The
China Inerganie Suhs Industry Associntion (CISIA) is an industry ussocintion thu
includes producers of culcium carbonate,

+  Similarly for caustic soda, the GOC plaeed dita fram the China Chtor-Alkali Industry
Association (CCAIA), an associnlion whase members include the caustic soda industry.

*  The GOC cannot withhold information 1hat it dees nut have, und the Department cannot
penalize Use GOC for not providing i,

* Inbs Prelimingry Deteemination, the Department claims its application of AFA to its
specificity finding with respect 1o alcinm curbonute wnd esustic sody for LTAR is
supporied by its Aindings in the 2011 Cisrie Acid Review and 2012 Citrie Acid Review.
Inthe 2011 Citrig Agid Review, the Department [oend the GOC lailed to aet Lo the best
of its abilily becisuse it Himiled its responses to.., dita collected by the S$3.7Y" The
Peparment’s refussl to seeept the exact jinformition e Department itsel! proposed us 4
cure for o deficient response is punitive,

+  Evidence on the record indicates thal the paper muking industry is not the primary user of
either caleiun carbonate or caustic sodi. The record evidence shows fat numerous
industries indg sectors in China consime ealcium carbonate. ™ “The papermaking industry
is pol the primay user ol caleium carboniate, amd the percentge consumption of the
paper industry s similar o the usuge by other sepmems. ™ The evidence that the GOC
placed on the record shows thi caleium carbonate has u variety of induswrial applications,
_:r_:n:_;W dhesives snd sealams, building products, and water tremment, smong many

Further, the industry data on the record demonstrates that coustic seda s

iteg, 899 F. 20 1565, 1572 (Fud. Cir, 1990} (while Commneres has broud
diseration in spplying un adverse inference, it mny nol “chiarncterize o purty's Tailure to 1ist und give 125: ol sales
us a "refosal” or .____c___a.. w ES. b sinswer wlere, in Geet, there aee no sales, ™)
:z_.: EEF. charneterize a __.:Q

H m..:m.._:.. to provide

1. 416 F, Supp, 2d 1334,
134T m¢c3 {] :.Em A._u:::r_rr s h_u._v___.:_ s_.:_r_u v :Er. wilwswiul and :_u::::..n wlien u piny “stated
thit it is geporting ils adjustiients to the Fu..c_.:m:m::—w.. s there is “no lietwad shawing e [0 is able to
w_::_:..r mure m_:....__... it on e particutar wllocation ol it bitliag adjustment™),
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widely used in the Chinese economy and that consusmption of causlic sodi by the
papermaking industry is much lower than several other industrics, ™

Petitioners' Rebuttal Arguments

= The GOC did not act to the best of its #hility becsuse it enly provided to the Depuruncnt
estimated calcium carbenate and canstic soda information Trom non-government entitivs,
which could niot be verificd.

«  Regarding calcium carbonate, the GOC provided the purported percentape of
consumption of calcium carbannte hy industry during 2012 and 2013, but fh
pravide 2014, POI data ™

*  For calcium carbonate and caustic seda, the consumption information the GOC pravided
did not have any documentory support, s Ifor each input, the Depastment provided the
GOC with a second opporiunity Lo provide the sequested information and substimtise the
reported infermation with actunl documentation, e GOC responded that the
consumption data were estimates based on information from ench respective industry
association, ™ Thase estimates were based on the knowledpe of persons that chose to
attend the CISIA’s annual conference and the best estimates of the experienced experts
engaged in (he caustic sada industry, ™

+ Fhe GOC failed to provide any documentation 16 sipport the estimates of the individuals
that chose Lo attend a conference hosted by the CISIA and the experts engrged in the
caustic soda industry, ™

+  The Department approprintcly determined that “the ‘estimated” consumption information
submilied by the GOC, is not verittable and therefore unreliable,™™ The Department’s
ATA specificity determination with respect 1o caleinm carbonate and eaustic sods
consistent with its past practice, In 2012 Citrie Acid Review, the GOC similarly
provided estimated datn for the caustie soda industry, ™ In thit case, the Department
determined thit the provision of coustic sadn was speeific based on AFA and found that
“assertions {} based on data that was not documened and is therefore unverifiable, 2
Inn ather cases, the Department determined that information based on estimates withouwl
supporling documentation is not verifiable.™ The record in this revicw shows 1t the
GOC failed to put forth anywhere near its maximum effort 1o respond o the
Departiment’s requests. The Department made the GOC aware of this et and issued
supplemental questionnaires, The Department appropristely delermined that the GOC
“wilhheld necessary information with regards 1o the volume and value data
corresponding Lo cach of the indusiries that consumed ealeium carbonate and caustic soda
that was requested of it and, thus, that the Department mast rely on *facts available' §
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making vur preliminary deteemination.”™ The GOC's conduct shows tha the

Deparument correetly determined tht “te GOC lius failed 10 couperate by not aciing to
the best of'its ubility 10 ¢omply with” the Department’s requests for information.™ The
consequence Tor sueh conducl is that “un adverse inference is warrnted in the application
ol tacts avaituble,” and the Department found that “the GOC*s provision of calcium
cirbonate and caustic soda Lo paper produeers i3 specilic within the meaning ol section
.:.:93 ol the Act,”™ The Departiment uppropriately applicd AFA to determine that the
provision of calcium carbumsinte and caustic soda to paper producers Tor LTAR is specific
and should continue 1o do so in the fingd dewennination.

Lepurtment’s Position: The GOC indicated that it did not maimain statistics on conswmption
by the relevant chemical sectors, but in conjunction with the CISIA und CCAIA provided,
respectively, caleium carbonate snd eaustic soda industry consumption inforntation.®™ Ihe
Depisrtment requested supponing documentation or the reported data but the GOC responded
that there is *no supporting ducumentation provided by the CISIA™ and “the percentages off
caustic soda conswned by each industry seetor wis estiimated based on the best estimates of the
experienced experts engaged in the caustic soda indusiey," 7

Fhe Department requested this informaion beesuse for verification purposes, the Department
must be able to test books and records in order w assess whetler the questionnaine responses are
complete and aecurale, which mesns that we seed o tie infoemation w internal documentation—
2, surveys, plone recurds, or ditabases. ™™ The CISIA'S Article of Assueintion states it,
“conduet|s} deep survey and research on the bot issues o Use industiriad »_rf.r_c:_zcz...@...
“eoltect{s}, organize snd .:E_w\r statistic information for the devetupment and key products of
domestic and loreign :::r,::r. products; 1o conduet indusiry statis ies upon the authorizstion;
and 10 _u_s<_nmr the b [or the govermment on :r.f:r industrial policy and service _cﬂ

[y _Eurv on basiness A_r_:_:_:._::: trough improving the monitor und wnalysis of industrint
ceonomic operation;  and “lo enhance the construction and management of industriat medin like
CJ_> website, journals, ete., and to hold{} various En::c_crv_ fevtures und :\i:m:m course.”
e CCALA'S Article of Associnlion states its business scope i3, *{t}u orgunize and initinte
members of researching into the development progenm, strategies, major technicsl and economic
policies, and issues on production and operativa fur ehior- alkali industry end suggesting to
relevant government departments through nnalysis on nationsl development policies and
mtemationa and domestic market trends;™ "o conduct industry consulting and examining
services, o compose, publish and issue jousnal of the Associntion, books and reference muterials
in accordance with relevanl regabations;™ and “to establish suthoritative information release
platorm of the industey and to provide high-guality service for the industry and upstremm nnd
downsteeam customers under the fully utitization of {CCAIAY} website, ™"

on Memeramkan it 15 - (6

JC QR at 5% and 76, GOC 1SQR at 3t 8

27 Boa GOC 1SQI 0l 2 audd 9,

% Geg section 782(){ 1) afthe Act

! e GOC QR at Exhibil 28 - CISIA 'S Asticle of Assoention -~ Chuprer 11, Arele &

L, ae Exhibit 38 - CCALA's Articte of Agsocinion - Chapler 1, Aniele 6.
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We do not agree with the GOC that AFA is inapproprinte here, 1t was the GOC itself thin
submilted consumtption information from the CISIA and the CCAIA. Further, as noted abowve,
the Articles of Association of the CISIA and the CCAJA state that the two orpanizations provide
statistical analysis for use by the GOC, thereby indicating a level of integration and caoperalion
between the industry asseciations and the GOC,

Thus, we disagree with the GOC that the Department’s request for information that corroborated
the consumplion data from the CISIA and CCAIA constinued s demand Tor information that was
not at the disposal of the GOC, Further, because the GOC did not provide the souree
information we requested, we find thal the GOC provided information that we could nat verify,
within the meaning ol section 776(a)X2)(13) of the Aet, Morcover, it failed 1o coopenite by not
acling to the best of its ability, because it provided unverifinble information, The Depariment
cannot make its determination on this issue based on unsupported assurances by industry
association officials. Therclore, s stuted above in the section “Application of Facts Availalle
and Adverse [nferences,” the Pepariment determines that AFA is warranted in determin ing the
provision of caustic soda for LTAR is specific pursuat 1o seetion 771{5A) D)D) of the Act.

COMMENT 3; Wihether to Reverse the Department's Market Distortion
Determination

GOC's Arguments

*  The GOC stated in its responses that it did not collect the industry volume and value
information requested by the Department and did not maintain the ownership informulion
for ealcium carbenate, caustic soda, and coal praducers required to gather such industry
infermation, yel the Department applicd AFA {10 caleium carbonate and coal} because it
insisted that the GOC colleeted and maintained additional informalion that would beter
respond to the Depariment’s request.™

= The Depariment relied on its verification report frem “a previous investigition™
conducted aver six years ago involving a completely diffesent industey and campiclely
different producers, In that proceeding, the Department determined that *{1}he GOC is
able to utilize the SALC dulabase which indicates the type of enterprise, ¢.p., solcly-state
owned, in conjunction with information from the industry associstion to determine the
aumber and ownership ol caleium carbonate and ceal producers.”™™

+  This statement is purely specidative snd has no relation to this investigation into uncoated
paper. The databases ot issue in QCTG PRC Investipation, however, involved regional
datibases maintained and used by the Jiangsu Provinee and Tianjin Municipality, Lwe
tegions that ave no relation o this proceeding. ™ Further, although the Department was
able 1o find certain business records of n few steel companics in those databases, there
was no indication in the verilication report of that proceeding that records reluting 10 the
calcium carbonate, causlic soda, or coal producers were contnined in those databases.
Therefore, the Depariment’s reliance here on thil case 1o indicate that the GOC collects

!nmhm Prel
T

4 goc Additional Pacuments for Prelim Memoranchun at Attnclunent [ eor
Verilzention Repart a¢ 2 nnd 4

ming QCTG PR Investigating

it

and maimtains inforniation on the vwoership, production, and conswmption of these
protiucers and praducts is snfounded.

-« The record evidenee in this proceeding does show, however, that the GOC does not know
the ownership staius of the culeivm earbonate prodacers, ™ Therefore, the Depurunent’s
riliance on e record of another eompletely unreled investigalion to suppart an AFA
finding is not based un substantinl evidence and is unlawlut, The Deparument has no
evidence en the record ol this prucceding tht the GOC maintaing such a datubase,
Instend, the only record evidence indicates thit the GOC did nut muintgin this
informution 50 could net have provided it Thercfure, is the GOC did not withhold
information and did cooperate 1o the best of its ability, the Departiment should not rely in
its Finad determination on an AFA finding that PRC prices from actual transactions
involving Chinese buyers and sellers are significantty distorted.

+ Wilh regord 1o caustic soda, distortion o the market cannot simply be presumed based on
the level of goverament participation in the market,™® i order to use benehmarks from
mirkets oulside e country under evaluation, the SCM requires o finding that the in-
couniry benchmark is too distorted 1o be relinble: *Artiele 14(d) requires an analysis of
the market in the country of provision to delermine whether purticular in country prices
can be relied wpon in arriving w a proper benchmark,”™ Funiher, the WO Appeliate
Body s determined that *... the distortion of in country prices must be estublished on
the busis ol the punicular faels underlying ench countervailing duty investigation,” snd,
further, “an investigming mthority cannet, bised simply on a linding that the government
is the predominam sapplier of the relevant gouds, reluse to censider evidence relating to
Faclors other tum government market share,"™™ ‘The United States hos recognized that it
must comply with this procecding.™ In other words, « finding that a market is distorted
st be based on o asadysis of that the speeitic market und cannot be bused solely on &
linding that the governmen is the predominant supplier in the market. By requesting
infermation unly Lo determine “whetler the GOC s the predominan provider of these
inputs in the PRC,” the focus of the Department’s questions aveoids an actua) evalumtion
of the market and thus the basic premise of its analysis is unlawfut,*'"

«  The Department simply cannot resott o 4 tier-lwo benchmark under 19 CFR
35151 Ha)2)(ii} solely because ol the government's invelvement in the industry,*'!
Therefore, the Depnrtment’s application of the tier-twe benchmarks is unlawlul and its
determination is unsubstuntiated by the evidenee on the record and is counter o i3
iternational obtigations and U.S. Taw. I the finu) determination, the Departitent should

M S GOC BQIL ut 56-57 und GOC 1SQR 11 4-6
™ See Berysan Manpesmaag B Satryi ve T Uy , G F. Supp. 3d 1306, 1331, 1331 fn.24
[CFT2015) {*The PFremuble allows for e pessibitily of 2 leved of *minimal® distortion even where there is
*subsiantinl portiva” yovernment dwvolvement ., {$}impty inguiring whether the portion or share of & goverament's
nriekel involvement is *subistisnial® would not, by, answer whether Ui involvement is *substuntiully”, in the
tively®, distontive, o8 the Preamble itselfmplics.”).
T Sap Appellite Body Repost, Uinited Siates - Cougberyniling Me:
n 449,

* Il 0t 4,51, 4,95,

intends 1o implemens the DSB's recommendations and rulings in WTOIDSAA."),
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conclude thet prices for transactions involving privale entitics are not distoried by GOC
involvement in the market and nse these prices as o ticr-one benchmark .

Petitioners® Rebuttal Argunents

s Asrecognized by the Departmeny, the GOC maintaing datsbases il incfude the business
registration information lor atf companics,*? Morcover, the {epartment has recognized

that the Law of the People's Republic of China on State-gwned Asscts of Enterpriscs,

n

which applies to all enterpriscs with state investment regardiess of the levet of Eéa;_:.ﬂ.

requires that nll state-invested enterprises must be in line wilh state industeial policics.
The GOC's assertions regarding its knowledge of the Chinese economy and the state-
ownceeship therein are simply not based in fact, The Deparument appeopriately rejected
these assertions and correcty determined in the Prelimipgey Determination that the GOC
withheld information.*"

¢ The Department’s consistent practice is 10 ind domestic prices dislorted where e GOC
maintains ownership fevels at or nbove 30 _:.:.r:_ M3 Mareover, even where the
government provides “a substamial portion™ of the markel Tar a gond, prices for such
goods may be considered signilicantly distorted.™®

+  The GOC alzo supporls i1g arpuments with respeet to caustic soda by citing WTO
decisions.*™ The Department should reject these arpuments, hecause WTO decisions
have no direct and mutomatic effeet under LS, Law.

+ Accordingly, the Departiment’s preliminary determination that domeslic priees in China's
calcium carbenate, coal, and caustic sadn indystries are distorted should remain
unchanged in the final determination. Fhe Department should continue 1o vse tier-two,
owl-ol-country benchmarks to measuare the adequacy of semuncration paid by the Asia
Symbel Companics.

Department’s Position: We disagroe with the GOCs assertion that the Departiment’s
application of AFA [0 find the calcium carbonate and conl markets are distorted is unsupporicd
by the record and unlawlub, The GOC asserts the Department's reliance on the QCTG from the
PRC Investigalion vesificition report, which is on the record of this investigation,*™ i
speculative and has no refation Lo the investigation of uncoated paper. Information provided by
the GOC contradicls its awn statenent, The GOC was able to provide the vwnership
information of'the Asin Symbol Companies” clcivm carbonate and coal suppliers by submiiting
printouts lrom a publicly accessible online database of {a) repistering authority, Le,, SAIC."
These producers are located in various provinees which indicmte that it fs & national dimabase and

M2 coe Prelimninary Determmation Memnrandum at 14
"% See Additional Documents for the Mreliminary Delermination at Attachiment kL.
M Soe Prelimisary Determination Memntandum at 14 - 15,
44 See Drawn Sinks and accasmprnying [DM at Cammient 4,
Y4 1d.. citing CVD Preamble, 63 FIL 65348, 65377
"7 See noo Bricf o1 22 - 2d.
M gee muneree, 395 F.3d 1343, 13471349 F Fedent Crr. moo&
lbmgg 302 F.Ad 1370, 1378 (FPedernl Cir, 20073, and
1375, 1380 (Fedesal Cir. 2007),
M7 8o Additianal Dacrments for Prelim Mamorandsa ot Allselinent | containing GCTO PRC Investi
<Ei..nm:a= Report,
* S GOC IQIE t 43 nnd B2 and Exhihits 24 and 40
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is not imited © Jinngsu Provinee and Thujin Municipality us the GOC sugpests.”' As

© _U_M::E_ above in the “Use of Faet Otherwise Available and Adverse Inferences™ section, the
GOC is able o wiilize the SAIC ditabase which indicates the type of enlerprise, ¢.g., solely-stute
owaed, in 58::2_:_. with infosmation from the _:.._,_.,:v. ussociation o determine the number
and ownership of calcium earbupite and conl producers in which the government maintaing an
owaership or mapgensent interest either direetly or through other government entities, ** Thus,
we determine that the GOC withheld necessary isfurmation Uit was requested of' it und, thus,
that the Department st rely on “faets availuble® in making our final detennination, Further,
we find that the GOC failed to cooperate t the best ol its ability, and therefore an adverse
inference is wawranted, [n danving an adverse inference, we find that PRC prices from ectual
Irnmsactions ,_HS._S_F Chingse buyers amd sellers are significamly distoried by the invelvement
ol the GOC

We are conliuing to lind distortion in (the culeium carbonate, caustic soda and coal industry due
lo the gavernment presenee in the markel. As diseussed in the Preliminary Deternination, when
identifying the appropriate benchimark for measuring a benetit in an LTAR progring, the
Departiment’s prelerence, as the GOC correctly observes, is to use murket prices from actual
transactions within the country under investigation (Le., tier-one beachimarks). As such, the
Departiment’s preference would be w use prices from private producers witltin the eountry il
information on sucl prices is available, However, where we fing Uit the government provides
Uze majority, or i substantid portien of the market for u good, prices for such goods in the
country miy be considered signilicantly distorted by (he government’s presence in thit market
ind may not be in appropriate basis ol comparison for mensuring the adequacy of
remuncraion,’? Therefore, we find that the use of an externad benehmark is warranted lor
caleulating the benelit for he provision of ealeium curbonate und coul for LTAR,

We comtinue to Tind the caustic sodu industry with substintisl government ownership off
domes _:ca:r—"s:. Le., 56, 53, and 50 pereent for 2012, 2013, 1nd 2014 _.rix.r_:‘r_w. and
import _x.:r:..:c: is Jess than 0.1 pereent in 201475 45 r<=._r=nn g the market is distoried by
the govermment’s preseice.”” Given that Chinese state-owned enterprises were respensible for
such a farge percentuge of domestic produetion volume, as reflected in their share of gross
industry revenue, we preliminarily found, nnd continee Lo tiad, that it is ressonable to conclude
that actual transaction prices are sigaificantly distorted and thus not suiwble as murket
benchmarks, such that the wse of privine producer prices in the PRC would be ukin to comparing
the benclusark to sell (L., o benchmark woutd reflect the distortions of the government
presence).™™ As such, there is no basts w apply u tier-one benchmark for caustic soda and we
cuntinue to reby on o tier two benelunagk for caustie sodu lor the final determination,
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COMMENT 4: Whether to Exclude Policy Loan QObservation 95 from the Final
Betermination Caleulnlions

Asia Symbols Companies' Arguments
*  Loan obscervation 95 should ol be inchuded in the caleulation for countervailing Policy
Loans to the Paper Industry.
»  While AS Guangdong prepaid interest on that Joan on Pecember 17, 2044, the interest
and principal were not due until 2015,
+  The Department should not include that interest payment in its caleulation bocause AS
Guangdong should not be penalized for pre-paying inlerest.

Petitioners' Reburtal Arginments
* The statute provides thai a benefit is conferred when there is a difference between amount
the recipient pays and the mnownt the recipicnt would have paid on a compaeable
commercial loan.” The A i Symbol Companies received a benefit at the time it paid
the interest (dusing the POI), 723_# it paid interest at a rate lower than the msrket

otherwise required, ™ >nn=a_z_u_<. the Department should continue to include policy
loan observation 95 in its final benefit caleulations.

Department’s Cositlon: We disagree with the Asia Symbol na_z_,:_:mn... tn the Preliminar
Deternipation, we determined that e Asia Symbol Companies® policy loans from SQCBs 10
constitute a financial contribution under section 7715} of the Act.™ Pursuant to 19 CER
351.505¢a)( 1} and section 771(5)(EXiiY of the Act, the benelit conferred is the ditTerence
between the amount the recipient of the laan pays an the lorn and (e amount the recipient would
pay on a compirable loan, Thereflore, we find that all interest payments made during the PO,
regardiess o whether il was a prepayment, are countervailable

COMMENT 5: Whether to Include Surchiarges in International Preight Cateutations
for Caleinm Carbonate nnd Caostle Sods LTAR Beachmarks

Asia Symbols Companies® Avgrments

*+ The record does nol support the inclusion of special charges Moy the shipment of ealcium
carbonaie and caustic soda,

= The Department preliminarily deteemined that there is sulficiemt infosmation on the
record to conclude that transporting calcium carbonate would incur “speeial equipnient
service” delivery charges and that transporling caustic soda would incur a “dangerous
cargo service™ delivery charge,

+ The Deparument’s decision 1o include additional/extraordinary shipping charpes is based
on the facts in Exhibit 3 of Potitioners” Second Benchmack subimission, which consists of

_un_um_.__:n:_ is currenily conducting s pracecding lo bring the deeisions ebnltenger in that W O.._:_.::.. g
conformity with the WTQ Bispute mn:_n___n:_ Bexly's _‘nns_:___o:_____:x; and rulings. mhh
of Complinpee ['roceeding Pursua
mommu.

2 See seetion 771(S)E) of the Act.
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Mg, i 24

Ma

55

three picees of evidence: (1) o product introaduction sheet by a Chinese manutheturer of
lurge plastie bags for calcium carbamine, {2) a one-page document issued py MNutrient
Source Speeifics related o the production, chemical ?,._E:Fm and end-use applications,
of caleium ¢ .:5_5_5 and (3) the specifications of various types of containers published
by Muersk Line.

= None of these sources in Exhibit 3 provide any information regarding the L:w:ﬁ: of
camstie soda, let alone whether the “dangerous curgo service™ detivery charge is incurred,
Exhibit 3 does nat indiciue that shipping caleium carbunate in large plastic bugs requires

speciil equipment service” for loading or transpert. “Therefore, the Depanment should
not include those extraordinury charges in the benchmark caleulation,

+  Neither of these special charges is ircorred in e shipment of caleium eurbonate and
caustic sodu; therelore, the Department shoutd include the Asia Symbol’s imernational
leeight benchmark data in calealating the benchmark for these two inputs.

Petitioners " Argmments

* The Department should reject the Asia Symbel Compunics® argumnents, because the
internationad freight rates sugpested by Petitioners ure supported by record evidence and
Department preeedent, Petitioners included freight rates for caleium carbonate thut
utitize Mat-ruek comainers, whieh inelude certain equipment charges. ™ “The brochure
clearly states that these types of containers are used [or “heavy cargo. " 1 snother
proceeding in which the Depariment examined the cateivm carbunate macket, it ns
verilied that cabeium casbosie is “heavy.™™ Given that v_uan_____\.mn_ conlainers ure

E_.__..E_ 1o ship “heavy carge,” the use of fhu-rick comainers in the intemational freight
caley is justil

Petitioners placed on the record informition demonstrating it Maeesk assesses o
“dangerous enrge service chirge” 1o transport volatile chemicals such us caustic soda
(i, UN 1D Nuny=UN1823: UN Hazard Class=8)."" Fhe United Nations Hazard Cluss 8
means that caustic sodi poses a “severe™ henlth hazard. The information provided by
Pelitioners inakes clear that eaustic soda is a hazardows mmerial Ui “may react vielently
when exposed to water produeing extreme heat and spattering. "™

«  Consistent with 19 CFR 350 5110(2)(iv} and Depurtment precedent, the Departiment
should continug 10 use the lazardous shipping charpes in E__n:r:m:w the Asia Symbol
Compunies’ international [reighn shipping charges lor eaustic soda, >

Bepartment’s Pusition: As explained in 19 CFR 35151 1u)(2){iv), when measuring the
adequacy of remuneration using u lier-one or lier-lwo benchmaek pursuant to 19 CFR

Mg Putitioners' Seeond Benel
oma a Nat-rack container,

Mg, w _ux_:._:_ 3 :_E page).
g 2 lnvestivation und secompanying 143M a1 1Y,

G _...::c:ra Second Benchmark Information st Bxhibit 5.

694, st Exbibit 6 and 7,
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35L511(a)(2)3Y or {ii), respeetively, the Department will adjust the benchmark price to reflect
the price that a firm actunlly paid or would pay ir it imporied the product, including delive ory
charges and import duties, We lind it the evidence Petitioners provided lesds to a seasonuble
conclusion that caleium carbonate may be shipped using flat rack containers, which would incur
a “special equipment service™ charge, and that caustic soda is a hazardous chemical that wosdkd
incur 2 “dingerous cargo service” charge,*” Cantrary 1o the Asia Symbuol Companics®
record evidence indicates that cateium carboante is the Lype of “heavy™ cargo that regsiires Mat-
rack containers, " and that causlic seda qualifies as a hzardous material that poses “severe”
health hazards. ™"

Investigation, there was information on the record to demongirate that
the respondents did not incur surcharges when shipping the produets at issue. ™7 In contrast, we
have no information on the record that the “special cquipment service™ and “dangerous cigo
service” fecs included in the submitied benchmask “B_m_z data are ot requeired for calcium
carbonate or causlic sodn, respectively, Therefore, as in prior investigations, we continue 1o use
the inlernational freight pricing data in the Prefiminary Determingtion because it best accurntely
reflects the Asia Symbol Companies® purchases,™?

COMMENT 6: Wihether to Encorporite the Minor Corvections kato the Final
Culeulntlons

Asia Svmbols Companies' Argimuents
= The minor corrections provided to the Department during the on-site veritications, ™ as
deseribed in the Asia Symbol Companies Verilieatian Reparl, should be E:ix:.:r,_ in
the lMnal determination,

Petitioners did not provide comments on this issue.

Department's Position: The Departiment will incorporate the minor correction collected at

verification inte the ealculations l'or the Tinal determination,™*

9 Soe Petilioners' First Benchmark Submi
11 ot Exbibil 3 {tast page); se¢ plso Cise
MU ar Exhibil .__
Miges i

ian # Lxhibits 2 ::::mr 7.

ircumslanees Peterntination, .3 FR 64045 :u_.nn_.::nq._. 2009}
3, and accompanying SZ Al Comiaent _.5

.wmwnaw.mEbl qu _.= uﬂ.i {Sepensher N_ No:: Hmmh.::_mmm Pepe from m he [MIRE _.2::_5 accomp _:v._:m __u?_ _=
Comment 20; from the PRC Invesligation and aceompanying 1M nt Comment 131; and 2013

Mwm..._ni and unnoﬂi::w.:r 1M at Comments 6 nnd 7,
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erlion,

COMMENT T Whether (o Revise the Provision of Cual lor LEAR Benchmark

Petitianers” Arguments
+  The Depastiment showld revise the coul benelnirk vsed o caleulste the Asiy Symbol
Cowmpaies’ subsidy rate, In its initial questionnaire, AS Shandong reported that it
consumed coad classiftuble under TS nunber ch_._c.ccu.:a however, record evidence
demunstrates thin AS Shandong ind AS Guangdong consume more costly bituminous
coul in the produetion of electricily beciuse it has o higher sheeni content?
< Inthe Asin Symbot Companies” third questionnaire response, AS Gusigdong reported
Ut it “purelissed and consumed *bituminous coul.™™ AS Guangdong made clear that
“the eorreet HTS code for coul consumed by AS Guangdong shoutd be 2701.12.00,"
covering bituminous conl, Similarly, AS Shandong confirmed that during the POI the
company “consimed only the bituntinous coal™ and ¢larified that tie correct HTS number
for the coal it consumed was LTS 2701, 12,00, %
»  The exhibils collected ol verificution show that AS Shandong consumed bituminous coad,
specifically, a purchise order from @ supplier snd docwments submined in verification
exhibil 22 regarding AS Guangdong's purchas 3

»  Theselore, the Deparunent should rely enty on ITFS number 2701,12.00 covering
bituminous nca. as opposed w HYS sumber 2701.19.00, covering sub-bituminous coal
wlhen u:n: suring the adequaey of renuneration paid by AS Shandong end AS Guangdong
lor coal, beeause Ural is the type ol coal consumed by the respondents

oy

Asia Symbol Companies® Rebutial Argunienis
= Asia Symbal does not import the eoat it vonsumes, so it has never liad 10 clussily its eoal
under tse ITTS. Thus, its statements as to how its coad should be” elassitfied are not
bised on actwat import wansoctions,  Indeed, tis issue of cuat classification is one of first
impression for the compiny, Ag such, for the Tinal determinntion, the PDepurtment showld
rely o the factual coat information on the record which Asia Symbol submitted 1hit
supports the Departient’s use of HT'S 2701.19.00,
= Inthe Asia Symbol Compaaies Verification Report, when diseussing coal, the
Department noted it the Asia Symbol Company oificials state that the coul it consumes
lould be classified us *other* conl under 1118 2701.19.00,"

Departinent's Position: In the Preliminary Retermination, e Departiment stoted in order to
derive the benchmark, we caleuluted EITS-specific benehmarks that correspond o the HTS
eategories ol conl purchased by the Asin Symibol hc:.?__:nv during the POL. Qur approach is
consistent with 1he Department's practice of deriving benchmark prices by grade when such data
are availabte and when the record evidence indicates thit the respondent firm purehases the good

“Sop AS Shanduny IQR at Exhibir 27,
Sua the Asin Sysmbwl Companics® 3ISQR u £7.
s
I
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in question on a grade specific basis. ™ In the Preliminary Caleulation Memorandum,™ we
inadveriently utilized HTS 2701.19.00 based on the Asi Symbol Companies” initial
questionnaire responses.™ However, based on a review of the record evidence, we live eevised
our approach for the final determination and have wilized WIS 2701.12,00,%%

At verification, AS Shandeng ofTicials attempted 10 support its assertion (i the company used
“other coal™ under F'TS 2701,19.00 by translating the short text description of its goods
receivable ledger 1o “raw coal™ and providing a capy of the 11TS sehedule, ™ However, (he
record supports revising the benehmark from “ather coal” under TS 2701.19.00 o coal
categorized under HTS 2701.12.00.% Therefore, we revised the benchmark price for tse finat
calculations. See Final Calculation Memorandum for funther discussion of business proprictary
information,

COMMENT 8: Whether the Proavision of Water for LTAR Confers o Benefil

Petitioners ' Arguments

= Preferential waler rates provided 1o the papermaking industry are specilie and constitute a
finaneial contribution,

*+ Respondents received water for LTAR through the Yinzhou Lake "aper Base, which
provides water Lo companics within its borders nt ticred rates depending on usige. The
price of papermaking watcr is rale A per cubic meter whereas water (o preduce other
producis (such as calciwm carbonale) is a higher sme B per cubic meter.™ The
difference between the two rales pes cubie mater is the benefit received by AS
Guangdong. The preferential water rtes are specific because only enterprises in the
Yinzhou Lake Paper Base are eligible to reccive papermaking water for LTAR.

Asia Symbol Companies® Rebwital Arguments

* Inits third supplemental response, the Asia Symbeol Companies explained that AS
Guangdong does not purchase production-ready water from mn authority,”™ Instend, AS
Guangdeng pumps raw waler from Yinzhou Lake, To be able to use thal water to
produce paper, the company must then process that rw waler. In addition, in the
caompany’s NSA response, the Asia Symbol Companies indicate thit A8 Guangdong pays
a “water resources fee Lo the locat Water Resources Management Bureau for lhe ability
to pumyp raw water from Yinzhou Lake.™ As soch, the record clearly demaonstrates Gnd
the Depariment verificd), that AS Guangdong does not purchase usenhlefseated waler

Meoe Wheels from the

1.
“T. See Memerandum to the Fite, “Countesvailing Buty {CVD) Tnvestigation on Uncoaged Paper row the Peeple's
Republic of China {PRCY. Preliminary Delermination Caleulations for the Asia Symbaol Companies,” (June 22,
2013) (Preliminary Calevlation Memorandum).
* Sco AS Guangdong IQR at Exhibit 25 and AS Shundang IQR at Exhibit 27,
¢ Sey Final Caleudation Memorandum,
A4 1d,. and Exhibil 93 and 94,
M7 See Asin Syinhol Companies’ 350K a1 17
S 14, nt 15 and Exhidits § and 6,
REC) 1d.
) Sep Asia Symbal Caompanies” NSAQR al 1,
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frank a government authority. Instead, it simply puys a fee for the privilege ol pumping
raw water from & lake, “he i wister s to be tremed and processed before it con be
used in the manuficluring process.

*  Further, as the company reported, AS Omya does not purchise water from any outside
third parey m:__u_uzua o aullorities, nstead, it purchases its water trom AS
Cuangdong. ™ The price paid for that water was o price mutuatly agreed upon between
AS Guangdong and AS Omya, Thul was noet & price paid by AS Omya to an outside
party or iy government authority, Instead, it was simply a price pid by AS Omya o an
afTitinte (AS Guangdong),

Bepartent’s Positlon: A3 Guangdong indicated in its NSA questionnaire fesponse and at
verification that its water suppliers are the Water Resource Manugement Bureau of Xin Hui
{Xinhui District Local Water Bureas) and Shuungshui Waterworks Plant, Xinhwi District {Xinhui
Distriet Water Factory).™? In its NSA questionnaire response, the GOC provided the tate
schedude for the Guangdong Water Resource Fee Collection Standard Sheet,’™ At verification,
A3 Guangdang explained than it drew water from ¥inzhou Luke snd treats the “raw” water
befbre it is used for power generation and paper production.®™ | further indicated that meters
are n_.._m,.m; by the water auhority at the water source Lo messure and monilor intake to measure
ge

Petitioners alleged that the Xinhui Distries government provides preferential water rates to
enterprises within Yinghou Lake _s___r.q Base, o desipnated nrea in Xinhui District, As suted in
the Post-Preliminary Dewerminution™® wnd as confinmed w verilication, AS Guangdong paid the
standard provinciul rates for production und power generation and district tap waler rates 1o the
waler awthorities, ™ Ay sueh, we Tind that there was no povernment, preferential pricing scheme
in place with regard w the water prices paid by AS Guangdong snd, thus, tiere is ne basis to
coniclude that the prices charged by the water amlhority conferred u benelit upon AS Guangdong
wrler seetion 771{5A)1Xiv) ol the Act,

[uring the POL, AS Omya purchased water (fom AS Guangdong, The record evidence indicates
that AS Omyit pays AS Guangdong for its water usage 2l n rute negatiated between the two
companies. ™ 1n keeping witlt our practice concering Uansactions between cross-owned
alfiliates, we did not inctude prices eharged between AS Guangdong and AS Omya in our LTAR
analysis. *™ Ruther, we limited our analysis w the prices AS Guungdong prid 1o the local water

il

See Asin Symbol Compaoes ISQR i 15

Sey Asin Symbol Compaaies” NSAQR nn 11w Asia Symbol Companies Yerilication Repon ut 9.
) Sue GOC NSAQR ut 13 and xhsibsit 66 il 67,

,“1“ See Asin Symbel Companies Verificution Report it 9.
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apistervinting Dy stenninlion, 75 FIV 28557 (May 21, 2000) zad o rompatying M w 7-8, ind 23, in which
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utility. “Thus, based on this analysis, we find that this program did not confer a benefit on the
Asin Symbol Compunies during the 01,

COMME

o Wihether the Provision of Land te SOEs for LTAR is Countervailahle

Petitioners' Arguments

¢ AS Shandong benefited from the provision of land 10 SOEs lor LTAR.

« AS Shandong's predecessors, Shuadong Rizhae Wood Pulp Co, Lad. or Shandong Asin
Pacific SSYMB Pulp & Paper Co., Lid., were ali SOTs and wimy of AS Shandong's lnd
contracts were signed by those predecessors prior ta 2008,

+  AS Shandong received gramed hind-use rights from the local GOC, 1he focal muni ipat
land bureau and Nanxinzhuang Village, therefore, the Department should (ind that AS
Shandong’s iand use rights were provided by government authoritics, *™!

¢ In prior proceedings, such as QTR Tires Investisation, ™™ the Department determined it
land teases [rom local village governments are countervailable. These Tand denses nre
specific because they are Himited 1o SO, 1n addition, AS Shandeng benefited rom
these Innd leases to the extet it paid less than the benchmark price for its land.

+  Noevidence was placed on the record to demonstrate that the benefits received ander
these contracts were extinguished during the sale of AS Shandong.

+ Asallland in China is owned by the GOC, Petitioners argued that the Department should
Tollow its established practice and rely on un out-of-country benchmark 1o measure the
adequacy of remuneralion,

¢+ Finally, the kand Jenses should be nded specifie hased on AFA, as the GOC refused to
respond to the Deparinent’s two questions regarding the provision of fund (o SOEs for
LTAR. 1n its response Lo question | inthe initial questionnaire, the GOC refused 1o
provide any information on instances in which land and/or tand-use rights were prated,
Instead, the GOC referred the Department 1o the mandatory respondent’s respanse.”’™
its response to question 2 i the initial questionnaire, the GOC refused to provide any
provincial, county, or municipal tand laws relevint 10 the location of the mandatary
respondents in this proceeding,™ Therefore, the Department should caleslate o
countervailable subsidy rate for the provision of land 10 AS Shandong for 1LTAR.

» Tothe extent the Department docs not find the provision of land 10 AS Shandong Tor
LTAR, the Depariment shoubd conduct a change-in-ownerslip analysis 1o determing
whether the land was provided in A3 Shandong’s SOF reform process, '™

M Gos AS Shandong IQR at 4-5 md 46 See plsa AS Shandong English Transtation for Land {Muy 27,2015).

M ges AS Shandong English Translation for Eand o

M gee Centain New Pneumali -the-Road T
; "

1 T
15, 2008) {QTR Tircs nvestiyation) and accrmpanying 1M at 20 ond Comment 7,12
M gee GOC IQR at 97
KL .E
™ See QTR Tires Investignlion nnd aceampanyiag 1Mt Cansiment LT
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Asia Symhols Companies' Rebuttal frguments

+ A5 Shandong is & Stho-foreign joint venture that is majority-vwned (Y0 percent) by a
Toreign entity, amd has been since August 17, 2005, The Certiticate of Approval and
Business License demonstrate thit AS Shandong is o Sino-fereign Joinl Venture (and
thus net an SOE). *™

* On August 17, 2005, when the company was formed, it wus eriginally named “Shandony
Asin Pacific SSYMB Pulp & Paper Co,, L. On March 25, 2043, “Shundeng Asia
Pacific SSYMI Pulp & Paper Co., Lid." _:w::_:_::m Asia Pacific)} changed its pame 1o
“Asin Symbol (Shmdong) Pulp & Paper Co., Lid "™ Flowever, the name change did not
change the lepal nuture ol the entity - Sino-foreign joint venture. As such, Petitivners are
simply wrong when they state on page 10 of their cuse briel (hat Shandong Asia Pacific
SSYMU Pulp & Paper Co,, Lid, was an SOE, and the cited 1xhibit 334 (Toowote 39 of
their case briet) does not demenstrate thit et

© aceurred in 2005 when u Singapore-based uffiliate
ol the Asia Symbul Compinics purchased the majority of the shares of Shandong Rizhuo
SSYMB Pulp and Faper Co., Lid, - an SOE™ As of the sequisition date {(August 17,
2015), the BOE target was extinguished and o new legal entity (Sino-foreign joint
venture} wan ereated. The land contraets entered into by Shandong Rizhio Wood Pulp
Co., Lad. have nuthing to do with Shandong Asin Pacific (AS Shandong). When the
shares ware ucquired, the SOL was extinguished.

«  Land Trem Nunxinzhuang Village §s not parchased land but btstead @ Teasing
arrangenient, whereby AS Shandmig has signed a lease sgreement with puays annual reny
to Nanxinzhuang Village, AS Shandung signed the lease ngreement on Mauy 2010, after
AS Sliandong wats formed s o Sino-toreign joint venture,

»  The record does not establish Nanxinzhuang Vilkige as & “local GOC.”

» There has been no allegation in this investigation that the land was provided during any
SO seform process, As such, Petitioners’ request that the Depiriment conduct a

“chunge in ownership analysis™ is uatimely,

w

100

Depnrtinent's Position: 1o the Preliminary Determinstion, we preliminarily found the Provi
of Land and/or Land-Use Rights 10 SOEs for LTAR not used, ™" Furtlser review of the record
indicates thut Shandong Rizlso SSYMB3 Pulp & Paper Co,, Lad, extended one of its original
lind-use rights for o transker price,™! This event oceurred during the | 3-year AUL and after the
December 11, 2001, “eut-ofT™ date. In OTR Tires Investigation, te Department found the
progrim specific because respondent obtained its granted land-use riglts as part of o government
palicy ol SOE reform.™ 1n thit investigation, the record demonsirated that the respoadent,
Hebed Tire (as the SOL entity), reecived allocated lang use rights as an SO and maintained its
allocated tand-use rights wui 2005 ander policies designed for SOE reform. ‘The stubsequent

™ dee AS Shinheng QI at Exhibiis | and 7,
e I ard

1St gee plo Asis Symshol Compues Verifiention Report o YE-2,

whoag [QR ut 4.

Sew 'rehi ry Deleomminon Memorandam w 39

™ Sew AS Shindung's Lusd Comtraets LEngglish L latien (May 27, 2005) L LEafibil 33(a).

* Seg OTR Tires Investiggen sl necompuying 1M ut *Govermment Provision of Land ta SOES for Less Than
Advquate Remuneration -- Starbrigin®s Geaned Tand Use
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conversion und saie of these land-use rights, Le,, grmied land-use riglts, 1 Storbright {foreign APPENDIX
invested entily} was the {inak step in abis relonn proeess.™ The Departmuent found in OTR Tires

nvestiyation Ut provisions in the Xingtai Relorm Snplementation Cireplor were nol aviilubie

1o all enterprises within the munisipatity buy specilied the exact number of finng who were

cligible Lo tuke sdvantuge af the regulagion, Ths, the Departiment Tound Siabright’s granied

land-use rights specitic pursuant to section 77HSAXING of the Act, *

I contrast to QTR Tires Investivation, Lhe record evidence in this investigution. Le,, legistinion,
landd cantracts, and land-use eertifieates,™ does not provide & Tetad bisis 1o conclude that
Shandong Rizhiro Wood Pulp Co., Lidk,, ohtnined the land-use riglhts beenuse of prelerentind
pulicies W SOUs, and the henefits trunsfernsd 1o A% Shandung, ¥or exomple, the lond contraels
do not indiente Shundony Rivhae Wood Pulp Co,, L., received allucated ingd-wse rights, which
are exclusive 1 SO md do nat expire™ “Thus there is no reeasd bosis o conehide that any
potential benelit is e Jurg or de lieto spevilie pursuant o seetions 77 A and (1100 of
Lhe Act. 1M this investigntion results in u CVD arder, we will continue 1o examise this progrum in
a subsequent ndministritive review, incheding any potential clumge in ownership anakbysi

RECOMMENDATION

W recommend that you upprove the ol Gndings deseribed abuve,

Agree Disngree

Lo £
Panl _ur__.:_%\
Asslstunt Sceretary
for Linforcement and Comyplince

Foaagwam darh
{Dute) ~

Mg, a1 Commien) ¥,31,

g E.

™ Sy GOC IQR i ExbILY, AS Slundung 1Q1 ug
Translutloa ol Land Contrmets (Miy 27, 201 5 ot Exb]
18 ee AS S

s 1L 32 and 30, wml AS S
A thromgh 33k,
wlong's English TransSnfon of Lond Conngis M 27, 20083 o 1kl

M,

6l 64

e S




V__[Otbves Ta Programs
il Yag and Taid] Exernptioat ot Lo of Imported Equipmnent 4134 iCalasated Adls Symbol
F:) VAT Rebstes on Fif Purchases ol Chinesr Made Eculpment 0ors [Coumed 2cla Symbol
# Pminbirber and Loductrial Fee Exrrmptien in Vinthou Lale Papes Dar 0D1%_ [Caioined “Aais Symbol
Vi_|Gront Frograns
T Fate for Saniar Frogrom Baced
7| 1 [funds for Using Wood Pula n Foretry Paper Integration Projeeis osex % "ﬂ; or Skndaz Program fxsed on Shizinsicd bocyanurnes FIFA5E50
{2 B
3| 2 Biotora Payments for forestryPaper integration Projects sy ['Vehoss Rate lor Sendas Program Bused oo Clerdnsted liorpamursies R 54500
o] 3 |luppedfor Developing How Pases Products 159 Chisrinated bocyamarses TIFR 6500
x 4 [Sinekey Techaology Renavion Fund D.5E% Qelarinied hocyauorates TU R 56540
o7 [ Tored
3| 5 [Gron toCower Legal Feck 5 Trade Resmedy Coses asex ""':‘f’: o Simar Progeam Baied oo Oorinsted wocyanurstes TR SEStQ
11
2] 6 [Gremstotining snares ey B""“‘:::'“”‘ a1 Program Bascd e Crlornatrdkogysnurs 7954 36563
o -
N 7 |emofihon and Refocaion Astimsnce for Shandong Chtnming aman :::‘:;: Jor 3iemiar Program Based on loinated hocyanurates T9IR D
— T pusptrtt Woghest Raxt Tor Shtar P
| e :::gm:f:r;::wscrmt— R o1 Rses asgx l:::‘_l’: or ogtam Bisrd on Oorinsted bioaramne IPIR LS
m Tox Swmitar Frogram Baed
1| 8 g Oty— Honest Green Eavd Backbone Entreprives Geans oS3 ‘h':::: o Simiar Frogram on Ooringied hocyanarates 79 ER 58560
e - : -
» 10 :u;:wluhﬂnmemwwmbnhm tojeets b Xinbeoy P thm:anrlorsmm Pregram Bated on ined - 73 PR 56560
[a5z ot oot Frozr ame
A3 Shansong Grast 3+ Gouersmenal subsldies bor encrpy sihooney and
#| n et 010%  catoutured Aala Symbot
75 THandong Grarm £ - Suppon Tun Tor Tty [wiacy 3red Loewonmentsl
B e oo feaatae Ata Symder
T |33 A3 Shandong Grent 17 - Suppon Jurd Vs reironmment sl b ove cion ot 50 03 |taladired A Syt
& 1% rﬁs&umu-suwm|ww ETironmenial pretndt ion kg LIS Caloviatre Aula Symbal
&1 15 |£S Shandory Gramt 21 « Support hund foe ervi atvmecal Dot edion prisod 8158 Caicetsre Adicn Symbe!
43 36 JAS Guangasng Grant 22 « ity bema Jor £apon Sctivity brom basncr buteaw 0378 [falodsed Aais Symba!
[TOTAL 7HIAY AD VALORLRS ALATI: THeTen
(-570.523; LHCOATID FAFIR TRORS PRE - A& FATE [Pubie beformation]
FroaARa Forte e Doiiptar ot
T liom Ranm
T3 rotoy | bars for Faprmatey Tresty - "
T 13 {PrelerrriatLoans 1o SOL Latedzee Rt Syl
£ 2 |ixoon beivy's brrdi iorntkat Froftas, 3t oo Bitnestu By (omtainey BOFF 2370
| o |expon buyei Geux ::"::‘:: Jor bimar Program bawec or Soa1 CHH I aior, IR LTV
¥ Jinpuns ol LTAK
Y1 |Geiou. Garbonae o 18 Cree  [Giiee ot Sy
C 13 lGuma sess lo 1183 Ci7_ |tacdiee Zlt Svrbe”
511 |resiem Dot aTan Tesm [ S dee R PO EBIC O | o scic wnc tersan Lerene So 7R 10
| ¢ |mecsonslwme te1las o :::f:’:: Tor Sumtas Frogeam. Ened o o ed ooysnuzie 76 65 SO0
3 t [rrowien ot Kinancky lo LTAS, 0000 ::::‘1’:: for himixt Fiogram bt on Ovormmmnet Boyanarm 26 1R BESE
i I3 Provmups o st foe JTAF GEr |Calodrey R demnbe
203 {Provmion ot tinciicay oo LTAS in Yinzhors Late Faper Ea 20668 “"’“:'1":: for dimia Frogtam Baare o Ol mated orysmvesie e IR sE8E
G|t [Fowmeon ot stear for 1945 1n Yinsnou sake Fape Ean Py :::::‘: foe Simiae Erof am Based o0 Orleematec Bocyamurates 26 PR M36E
] f |Provmion ot Water b LTAK i ¥inrhou Lok r Faper East 0 :::f;’: for Simiar Fragran banee o Ootrmater bocysnamie YL
Tt [Provistons o Eane Tos 1TAF
]| 3 |Lands Righis Sor 1128 i Crriin bne st o/ Dt somens: Fores zaen ::::::: 1o Sumiat Frogram Baare o OCIE o FRE 323R LALS
5 fumerc s0titacias axin :::::: et 3k Froptam b o G bt PRE Fe b peder
V{1 Brneln Programs
T1 3 IFiebereetiod Income a5 #ropram 1o Rk e ] rehnotory Lmerrees
|5 [1as Rrougions 1or Mk and Nl rcticlory Lmtesprses bnvolvr in Depazec T one;
T 12 {ivcome 1o koot 1o Tovenny Frsirm
3 & JFreletencial lzonw Tao {or £ ommpeehensive LA rlmon Erabng Enderproe "
(T Ebowane 108 Speca Equrprant 1ov Waies 2o LweFy Sowngs Futchante By 2o
Pl % iweprse
T T [ el tor Trchnolory henavaion Proeds S Drivs
T |t [Ranpren Loy — Honest Grren a1 Baghbone 1rarrpints 1o hilwr
TT b Jinheniugwr fre ane Tas Erlund for Lntreprines i Rinhas Detic







25{01/20186, 10:47 AM

.

Naom- (o fdondicd Attech ) C-13L

81 FR 3104, January 20, 2016
DEPARTMENT OF COMMERCE

International Trade administration

(C-560-829]

Certain Uncoated Paper From Indonesia: Final Affirmative
Countervailing buty Determination

AGENCY: Enforcement and Compliance, International Trade Administration,
Commerce.

SUMMARY: The Department of Commerce {the Department) determines that
countervallable subsidies are being provided to producers and exporters
of certain uncoated paper from Indonesia. For information on the
estimated subsidy rates, see the ~“Final Determination and Suspension
of Liguidation'' section of this notice. The period of investigation
(POI) is January 1, 2014, through December 31, 2014.

DATES: Effective: January 20, 2016.

FOR FURTHER INFORMATION CONTACT: David Goldberger or Brandon Custard,
Office II, AD/CVD Operations, Enforcement and Compliance, International
Trade Administration, U.S. Department of Commerce, ld4th Street and
Constitution Avenue NW., Washington, DC 20230; telephone: (202) 482-
4136 or (202) 482-1823, respectively.

SUPPLEMENTARY INFORMATION:

Background

The events that occurred since the Department published the
Preliminary Determination \1\ on June 29, 2015, are discussed in the
Issues and Decision Memorandum, which is hereby incorporated in this
notice.\2\ This memorandum also details the changes we made since the
Preliminary Determination to the subsidy rates calculated for the
mandatory respondents and all other producers/exporters. The Issues and
D¢ sion Memorandum is a public document and is on file electronically
vid Enforcement and Compliance's Antidumping and Countervailing Duty
Centralized Electronic Service System (ACCESS). ACCESS is available to
registered users at http://access.trade.gov, and is available to all
parties in the Central Reccords Unit, room B8024 of the main Department
of Commerce building. In addition, a complete version of the Issues and
Jecision Memorandum can be accessed directly at
attp://enforcement.trade.gov/frn/index.html. The signed Issues and Decision
demorandum and the electronic version of the Issues and Decision
demorandum are identical in content.

\I\ See Certain Uncoated Paper From Indenesia: Preliminary
svffirmative Countervailing Duty Determination and Alignment of Final
Yetermination With Final Antidumping Determination, 80 FR 26971
(June 29, 2015) (Preliminary Determination), and accompanying
Jecision Memorandum for the Preliminary Affirmative Countervailing
Yuty Determination in the Countervailing Duty Investigation of
lertain Uncoated Paper from Indonesia (Preliminary Decision

lemorandum} .
\2\ See memorandum entitled, ~“Countervailing Duty Investigation

p:ffenforcement.trade.gov/frn{2016/1601frn/2016-01026.txt Page 1of 5
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of Certain Uncoated Paper from Indonesia: Issues and Decision !
Memorandum for the Final Affirmative Determination,'' dated
concurrently with this notice (Issues and Decision Memorandum).

Scope of the Investigation

The product c¢overed by this investigation is certain uncoated
paper. For a complete description of the scope of the investigation,
see Appendix I.

Analysis of Subsidy Programs and Comments Received

The subsidy programs under investigation and the issues raised in
the case and rebuttal briefs by parties in this investigation are
discussed in the Issues and Decision Memorandum, dated concurrently
with this notice. A list of the issues that parties raised, and to
which we responded in the Issues and Decision Memorandum, is attached
to this notice as Appendix II.

Us~ of Facts Otherwise Available, Including Adverse Inferences

For purposes of this final determination, we continue to rely on
facts available and to draw an adverse inference, i1n accordance with
sections 776(a) and (b) of the Ackt, to determine the subsidy rates for
Great Champ Trading Limited (Great Champ) and Indah Kiat Pulp & Paper
TBK (IK) and Pabrik Kertas Tjiwi Kimia (TK) \3\ because these companies
fajiled to participate in this investigation and the Government of
Indonesia (GOI) failed to provide reguested information with respect to
certain programs upon which we initiated an investigation.\4\

\3\ We found IR, TK, and PT Pindo Deli Pulp and Paper Mills to
be cross-owned and, therefore, are assigning them a single
countervailing duty rate. For further discussion, see Memorandum
entitled, ~"Cross-Ownership of Asia Pulp and Paper/Sinar Mas Group
Companies: Countervailing Duty Investigation of Uncoated Paper from
Indonesia,'' dated June 22, 2015.

\4\ See Issues and Decision Memorandum, at pages 3-9.

Final Determination and Suspension of Liguidation

In accordance with section 705(c)}{1){B) (i) of the Act, we
salculated a rate for PT Anugrah Kertas Utama (AKU) and APRIL Fine
Paper Macao Commercial Offshore Limited (AFPM) (collectively, the APRIL
companies). Section 705{c)(5)(A)(i) of the Act states that, for
rompanies not individually investigated, we will determine an ~“all-
>thers'' rate equal to the weighted-average countervailable subsidy
rates established for exporters and producers individually
investigated, excluding any zero and de minimis countervailable subsidy
rates, and any rates determined entirely under section 776 of the Act.
there the rates for investigated companies are zero or de minimis, or
rased entirely on facts otherwise available, section 705(c)(5)(A)(ii)
3f the Act instructs the Department to establish an ~“all-others'' rate
1sing ~Tany reasonable method.'' As discussed above, we determined
sreat Champ's and IK's/TK's rates based entirely on AFA in accordance
vith sections 776(a) and (b) of the Act. Therefore, we used the rate
ralculated for the APRIL companies as the ~“all-others'' rate. We
intend to disclose to parties the calculations performed in this
sroceeding within five days of the public announcement of this final

p:/lenforcement.trade.gov/frnf2016/1601frn/2016-01026.txt Page 20of &



4

determination in accordance with 19 CFR 351.224(b).
We determine the countervailable subsidy rates to be:

Subsidy
Company rate
(percent}
APRIL Fine Paper Macao Commercial Offshore Limited/PT 21.22
Anugrah Kertas Utama/PT Riau Andalan Kertas/PT Intiguna
Primatama/PT Riau Andalan Pulp & Paper/PT Esensindo Cipta
Cemerlang.....c.vveeuencan. et e e e
Great Champ Trading Limited...... et e e aaaaas f e 104.00
Indah Kiat Pulp & Paper TBK/Pabrik Kertas Tjiwi Klmla/PT 109.15
Pindo Deil Pulp and Paper Mills............... e
All-Others............ Ceraraaee e e e e Caeeaa 21.22

As a result of our affirmative Preliminary Determination, pursuant
to sections 703(d)(1)(B) and (2) of the Act, we instructed U.S. Customs
ar<d Border Protection (CBP) to suspend liguidation of entries of
s\ ject merchandise from Indonesia which were entered or withdrawn from
warehouse, for consumption on or after June 29, 2015, the date of the
publication of the Preliminary Determination in the Federal Register.

[[Page 3105}]

In accordance with section 703(d) of the Act, we later issued
instructions to CBP to discontinue the suspension of liquidation for
CVD purposes for subject merchandise entered, or withdrawn from
warehouse, on or after October 27, 2015, but to continue the suspension
of liquidation of all entries from June 29, 201.5, through October 26,
2015, as appropriate.

We will issue a CVD order and reinstate the suspension of
ligquidation in accordance with our final determination and under
section 706{a) of the Act if the United States International Trade
Commission (ITC) issues a final affirmative injury determination, and
we will instruct CBP to require a cash deposit of estimated
countervailing duties for such entries of merchandise in the amounts
Lnﬂlcated above. If the ITC determines that material injury, or threat
oi laterial injury, does not exist, this proceeding will be terminated
and all estimated duties deposited as a result of the suspension of
liquidation will be refunded.

International Trade Commission (ITC) Notification

In accordance with section 705(d) of the Act, we will notify the
[TC of our determination. In addition, we are making available to the
[TC all non-privileged and non-proprietary information related to this
investigation. We will allow the ITC access to all privileged and
>usiness proprietary information in our files, provided the ITC
tonfirms that it will not disclose such information, either publicly or
inder an administrative protective order (APQO), without the written
ronsent of the Assistant Secretary for Enforcement and Compliance.

leturn or Destruction of Proprietary Information

This notice serves as the only reminder to parties subject to the
Wdministrative protective order (APO) of their responsibility
roncerning the destruction of proprietary information disclosed under

PO in accordance with 19 CFR 351.305(a)(3). Timely written

o:/fenforcement.trade.gov/frnf2016/1601frnf2016-01026.txt
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notification of the return/destruction of APO materials or conversion
to judicial protective order is hereby requested. Failure to comply
with the regulations and terms of an APO is a violation which is
subject to sanction.

This determination is issued and published pursuant to sections
705(d} and 777(i) of the Act.

Dated: January 8, 2016.
Paul Piguado,
Assistant Secretary for Enforcement and Compliance.

Appendix I
Scope of the Investigation

The merchandise covered by the investigation includes uncoated
paper in sheet form; weighing at least 40 grams per sguare meter but
not more than 150 grams per square meter; that either is a white
paper with a GE brightness level \1\ of 85 or higher or is a colored
paper; whether or not surface-decorated, printed (except as
described below), embossed, perforated, or punched; irrespective of
t! smoothness of the surface; and irrespective of dimensions
(Certain Uncoated Paper).

\I\ One of the key measurements of any grade of paper is
brightness. Generally speaking, the brighter the papexr the better
the contrast between the paper and the ink. Brightness is measured
using a GE Reflectance Scale, which measures the reflection of light
off a grade of paper. One is the lowest reflection, or what would be
given to a totally black grade, and 100 is the brightest measured
grade. ~"Colored paper'' as used in this scope definition means a
paper with a hue other than white that reflects one of the primary
colors of magenta, yellow, and cyan {red, yellow, and blue) or a
combination of such primary colors.

Certain Uncoated Paper includes (a)} uncoated free sheet paper
that meets this scope definiticon; (b) uncoated ground wood paper
produced from bleached chemi-thermo-mechanical pulp {(BCTMP) that
mé :s this scope definition; and (¢) any other uncoated paper that
meets this scope definition regardless of the type of pulp used to
produce the paper.

Specifically excluded from the scope are (1) paper printed with
final content of printed text or graphics and (2) lined paper
oroducts, typically school supplies, composed of paper that
incorporates straight horizontal and/or vertical lines that would
rake the paper unsuitable for copying or printing purposes. For
surposes of this scope definition, paper shall be considered
“"printed with final content'' where at least one side of the sheet
1as printed text and/or graphics that cover at least five percent of
che surface area of the entire sheet.

Imports of the subject merchandise are provided for under
Jarmonized Tariff Schedule of the United States ({HTSUS) categories
1802.56,1000, 4802.56.2000, 4802.56.3000, 4802.56.4000,
1802.56.6000, 4802.56.7020, 4802.56.7040, 4802.57.1000,
1802.57.2000, 4802.57.3000, and 4802.57.4000. Some imports of
subject merchandise may also be classified under 4802.62.1000,
1802.62.2000, 4802.62.3000, 4B02.62.5000, 4802.62.6020,
1802.62.6040, 4802.69.1000, 4802.69.2000, 4802.69.3000, 4811.90.8050
ind 4811.90.9080. While HTSUS subheadings are provided for

p:f{enforcement.trade.gov/frnf2016/1601frnf2016-01026.txt
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conyenience and customs purposes, the written description of the
scope of the investigation is dispositive.

Appendix IT

List of Topics Discussed in the Issues and Decision Memorandum

I. Summary
IT. Background
I¥I. Use of Facts Otherwise Available
IV. Subsidies Valuation
V. Analysis of Programs
VI. Analysis of Comments
1. Adverse Facts Available for Great Champ
2. Whether the Stumpage Program Meets the Specificity

Requirement
3. Whether the Stumpage Program Applies to Purchases of Felled
Trees

4. Whether To Include APRIL's Harvest of Mixed Hardwood Timber
in Calculating Countervailable Benefits

5. Whether To Use Malaysian Stumpage Fees as a Benchmark

6. Whether the Log Export Ban Constitutes a Countervailable
Subsidy

7. Selection of Timber Benchmark Values

8. Adjustments to Log Benchmark Values

9. Corrections and Revisions to APRIL's Log Harvesting and
Purchase Data

10. Whether APRIL Received a Countervailable Debt Forgiveness

Benefit
l1. Whether APRIL Received a Countervailable Benefit for

Preferential Loans
12. Uncreditworthiness
VII. Recommendation

[FR Doc. 2016-01026 Filed 1-19-16; 8:45 am]
BILLING CODE 3510-DS-P
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. UINIEEL S A1 1, JRAENT OF COMMEHLE
C-560-829
fnvestigation
Pablic Docuniens
DATE: Jonuary 8, 2016

MEMORANDUM TO: Paul Pigunde
Assistant Seerctary
lor Enforeement and Compliunce

FROM: Christian Marsh 5
Deputy Assislunt Sccretary
for Antidumping and Countervailing Duty Operations

SUBIECT: Coumervailing Duty Investigntion of Cerain Uncoated Paper from
Indonesin: Issues wmd Decision Memorandum for the Finad
Affirmative Delernmination

I NUMMNMARY
The Bepartment of Commieree (Department) determines thal countervaifnhle subsidies nre being
provided (o producers and exporters af certain uneoated puper from Indonesia, as provided for in
seetion 705 of the Tarilt AcLol 1930, as sended (the Act). The mandstory respotdents in this
__:.r..:_um_:c: are Chreat Champ Trading Limited (CGra Chinp); Tndah Kiat Pulp & Muper TRR (1K)
and Pabrik Kertas Tiiwi Kimia (V) ond PT Anegrab Kertas Ut (AK LY ued APRIL Fine Paper
Macun Commercial Offshore Vimited (AFINM) F::rr_:_c_v. the APRIL cempunies, or APRIL),
The petitioners in this investigation are United Steel, Paper and Foresiry, Rubber. ?_.::__.F:_::_u.
_._:._,rv_ Allied Industrial and Seeviee Workers Internationst Union: Domtnr Corporation: Fineh
Paper LLCS IMHL Glnfelter Company; und Packaging Corporation of American (eolleetively, the
petitioners). Below is the complete list of issues in this investigation for which we received
conerts from interested parties:

Comment 11 Adverse Faets Availuble Tor Great Champ

Comment 2: Whether the Stmpuage Program Meets the Specilicily Requirement

Comment 3: - Whether the Stampage Progrum Applies Lo Purchises of Feiled 'rees

Comment 41 Whether to Include APRIL™s Harvest of Mixed ardwood Timber in Caleuling
Countervailable Benelits

Comment 5: Whether o Use Malaysisn Stumpage Fees us o Benchmark

Comment 6: Whether the Log xport Ban Constilutes » Countervoilahle Subsidy

Comment 7: Scleetion of Timber Benclimark Values

Comment 8 Adjustments to Log Benclhimark Values

Comment 9: Corrections and Revisions to APRIL S Log Farvesting and Purehise Data

Comment 10 Whether APRILL Received n Cowntervailable 1elt Forgiveness Benelit

Comment 11; Whether APRIL Received o Coustervailuble Benelit for Preferentid Lomns
Comment 12; Unereditworthiness

1. BACKGROUND

A, Cuse Histor

On fune 29, 2015, we published the Pretpminary Delermination for this investigation,’ s..n
condueted verificutions of te guestionnaire re panses submitied by the APRIE compunies and the
GOL between October 7 and October 15, 20135,

On October 2, 2015, Gurtter Studios e, (Gartner Studios) submitied it5 case briel regurding the
seape of the antidumping a:.w (AD) and cowmervailing duty (CVD) uncuated paper investigations,
On October 19, 2015, Americim Greetings Oc_%:::ms: {American Greetings) submitied its cose
brief regarding the scope of the investigations.” On Oﬁccp_. 29,2013, the petitioners submitted their
rebuttad briel regarding the scope of the m:<r..,.:.v_:_c_7 O: November 13, Mc_m we issued a post-
preliminacy anadysis memorindum in this i _=<r£__u,_:c=. W received o case brief from the
“ur:::zr_ f and u consoliduted briel _8_: the APREL compunies and the Qoﬁ.:::r_: of Indonesia
30: on November 17, 2015, We received rebuttal briefs tfrom the same purties on November 23,
2015.% Wehelda puldic hearing on December 2, 2015,

Flie Department is issuing a scope comments decision memarandum for the final determinations of

the AL and CVI investigations of certain uncouted paper, which is incorporated by reference in,
Y

ind hereby adopted by, tis finad deteemination.

es,” diteil November
tive Responses of the Govesmnen of the
culion Report).

_ﬂrc:_.m_r of _:__c_ L
Sea Letter from >_:r.
ol Cli e _::.:_E;. Cuse Brietal’ Amuerican Greatings Corpacstion,” dated Octoher 19, 2015,

e “ eiter lrom the petitioners eatitled, "Cerin Uneamed Paper Frane Austeadin, Bricil, The Peuple™s Republic o
il Portugal; Seape Rebiad Bricl.” duted October 29, 2015,

umr.. HICHILE _____:. eutitled, “Post-Preliminsry Anabysis in the Countervailing Duey (CVDY Investigntion ol Certain
Uneanted Puper T iudonesia,™ dited Novemter 13, 2015 (Post-Preliminury Amalysis Memo),

 Flagenfier, Petitioners Cnse Bricl,

" Although the brief represents buth the APRIL compuni
hereqfier ns AMRH. Cise Brief,

" tlereaher, Petitfomses Reluatal Brict, wnd APRIE Rtebuind Qi pegtively. As with the APKRIL Chse Briel, the
APRH, Relnstial Briel ineludes both APRIL"S skt the GOP's rebuital conaments,

" e the Depietment’s memarnnduss t the Ble conthad, *Lesse Thn-Fiir-Value Tnve tigutions of Certnin Uneonted
Brazil, the People’s nenk Portigul; and Coumtervailing Duty

1 Uneoated Paper Tram the Peopte’s Republic of Ching wnd Indonesin: Scope Conuneins

al Pere wlions"” dined Sonsiry 8, 2006,

Beazil, The Peaple™s Republic

* i e GO positions, toe simplicity we refier 1o this bricl




B, Period of [nvestigation

The period of investigation (PO1) s January 1, 2014, through December 31, 2014,
I USE OF FACTS OTHERWISE AVAILABLYE

Seclions 776(a)(1) and (2) of the Acl provide that the Department shall, subjeet to section 782(d) of’
the Act, use the “facts otherwise available™ if necessary information is nol on the record or an
interested parly of any other person: {A) withholds infermation that has hoen requested: (13) fails o
provide information within the deadlines established, or in the form and manser requested by the
Department. subjeet to subscetions {¢)( 1} and {e) of scetion 782 ol the Act: () significantly fmpedes
a proceeding; or (D) provides information that cannot be verified as provided by section 782(i) of the
Acl,

Where the Department detenmines thal o response to # request for information docs nol comply with
the request, section 782(d) of the Act provides that the Department will so inform the party
submitting the response and will, to the extent practicable, provide that party an opportunity Lo
remedy or explain the deficiency, 17 the party Tils 1o remedy or satisfactorily explain the deficiency
within the applicable time limits, subject 1o section 782(¢) of the Acl, the Department may disregard
all or part af the original and subsequent responses, a8 approgriale,

On June 29, 2015, the President of the United States signed into baw the Trade Prelerences Bxiension
Act of 2015 (I'PLEA), which made numerous amendments 1o the antidumping nnd CVID L,
_.:o_:%zm amendments 1o seetion 776(h) and 776(c) ol 1he Act and the addition of seetion 776(d) of
the Act.™ The amendments to the Acl are appicable to all determinations made on or after Angust 6,
2045, and, therelore, apply 1o this investigation, !

Seclion 776(b) of the Act further provides that the Bepartment may use an adverse inference in
relying on the cis otherwise available when a party fails to conperate by nol acling 1o the best of its
ability to comply with a request for information, In doing so, and under the TPEA, the Department
is not required to determine, or make any adjustments to, a coustervailoble subsidy rate based on any
assumptions about information an fnlerested party would have provided il the interested party ad
complicd with the request for information,'? Further, section 776(b}(2) of the Act states that an
adverse inference may include reliance on informmtion derived from the petition, the final
determination from the countervailing duty investigation, 8 previous adminisirative review, or other
information placed on the record, '

1% See TPEA, Puls, L. No. 11427, 129 Sta1, 362 (2015). The 2015 lnw does nol specify dlates of application for dese
nmendments. On August 6. 2013, 1he Department pulizhed an intcepretative mle, in which it amaunced applicaditity
dntes for ench amendment 10 the Act, except far smendmentz contained o seetion 771{7) of the Act, which refutc o

(August 6, 2015) (Applicability Notice). The text oF the TPEA may be found nt hupsiffeww,congress.gov/bitl/ |14
congresshouse-hill/1 295/1ext/pl,

" See Anplicpbility Notice, 80 FR al 46794-95,

12 Seg section 776(bX 1 XB)} elthe Act: FPIEA. scetion 502 1)),
"*See nlsp $9 CFR 35L.30R(c),

Seetion 776(¢) ol the Act provides that, in geneeat, when the Departenent relics on secondary
information rmher than on information ebiined in the course of'a review, it shall, 1o the extent
practicable, corraboritte that informution from independent sources that are reasonably at its
dispasal,™ Secondury information is defined as information derived from the petition that pave rise
to 1he investigation, the fnal dewermination concesning the subject merchindise, or uny previous
review wnder section 751 ol the Act concerning the subjeet merchandise, Farther, and under the
TPEA, the Department is not required (o corroborate any countervaiting duty applied in a separate
segment ol the same proceeding, '

Finally, wnder the new section 776(d) of the Act, when applying am adverse inference, the
Departaent may use a countervailable subsidy rate applied for the same or simitar progrum in a
CVID proceeding invalving the same country, or iCthere is no sime or similar PIORN, USe o
countervaitable subsidy cate for a subsidy progeam from o proceeding that the Departiment considers
reasorable 1o use. ' “Phe TPEA wlso makes clear that, when selecting facts available with an adverse
inference, the Department is not required to estimate what the countervaitable subsidy rate would
lave been it the interested pany [uiling 10 cooperate had coopermed of to demonstrate that the
coumtervailable subsidy rate retlects an “wleged commereial reality™ ol he interested party. ¥

Far purpases af this final detenmination, we ind it necessary w rely on adverse faets a

aitable
(AFA) tor Geeut Champ and 1K/TK, 1 s detailed below.

A. Application of AFA 10 Great Champ and KK

As discussed in the PDM, the Department selected Great Champ and 1K/TK as mandatory
respondents, but these companivs did aet respond to the Department’s CVI questionnaire and failed
to participate in this investigotion, “Therelore, we find that Great Champ and [K/TK withheld
inJormation that had been requested and filed w pravide intormamtion within the deadlines
cstablished, Furtker, by not responding 1ot questionnaire, these companies significantly impeded
this proceeding, We reach the sume finding Jor the GOI with respeet 1o those programs for which it
[uited ta provide pertinent information. Thus, in reaching our Final determination, pursuant o
sections 7760a){(1), (2)(A). (13) wnd (C) ofthe Act, we hased the CVID rate for Great Champ and
IK/TK entirely on faets otherwise available, as we did in the pretiminary determination.

" See atso 19 CFR 351.308(d),
' Sec SAA, bl K70 (1994).

See section 7T6(AX3) of the Ace, T1E
" W prelings y Tound IK snd TR (and P'T Pinclo Deli Pulp und Paper Mills) o be purt of the Asia Putp and
PrperiSinar Mus Gronp (APPSMGY mud crosssowned under 19 CFR 351, 525(LX6Xvi). See Memorundum 1o Clristinn
1 Beputy Assistn Seerciary for Antidwnping wnd Comwnervailing Doty Operiivns, from Melissn G. Skinner,
cror, Office 1L, Anticwnping aad Cosntervaiting Duty Operngions, emitled “Cross-Ownership of Asin Pulp and
Pupe * Mins Grovp Compnnies: Conntervaibing Duly lavestigation of Unconted Paper from hudonesia,” dated fune

22, 2015, No porly commented o1l aerelore, we continned 1o trent these companies as eross-owned
sk necasdingly nssigned thes e ¢ OV e i the Tinnd detenntastion,

. seetion 302(3),

e



s

Furthermaore, we determine that an adverse inlerence is waeranled, pursuant lo seclion 776(1) of the
Act, because by nat responding Lo the Initial CVIY Questionnaire, Great Champ mnd IKFTK faited 1o
cooperate by not acling to the best of their ability 10 comply with # request Tor information in this
investigation. Accordingly, we find that AFA is wisrnied to ensure that Great Chamyp and IR/TK

do nol oblain n more favorable result by failing to cooperate than had they fully complicd with our
request for information.

In this iavestigation, the Department is examining the ¢ programs an which we originalby initiated the
investigation based upon information provided in the Petition, as well as programs on which we
tnitiated based on additional information provided by the petitioness.2' Beeause the GOI did not
provide pertinent infarmation on these 11 programs, we are making mn adverse inference on
financiat contribution and specilicity.” Therelore, as AFA, we defermine thal these 11 progrins
provide a linancial contribulion within the meaning of section 771(5)(D) of the Act, and are ¢ speeific
in accordance with scction 771{5AY ol the Act, Decause Great Champ and 1K/TK failed to nct 1o the
best of their ability in this investipation, as discussed above, we are making an adverse inferenee that
each of these programs were used by Great Champ and IK/TK. As AFA, we also determine that the
programs confer & benelit in acenrdance with seetion 77181 ol the Act

i3, Selection ofthe ATA Rate

In deciding which Tacts 1o use ns AFA, section 776(b) of the Actand 19 CFR 351.308(c){ 1) and (2)
authorize the Department to rely an information derived from: (1) the petition: (2} a laal
delermination in the investigation; (3) any _:ns.s:,. review or n_n_n_.__:._:_:.::. oF (4} any other
information placed on the record, The De _r_:_:r:_ practice when seleeting an adverse rate from
among the possible sources of information is to ensure that the rate is suificiently adverse “is
effectuate the statutory purposes of the adverse facts availuble rule 1o induce _r,.m,:_ar_:, to provide
the Department wilk n:_s_u_o_o and pecurate information in g tinely manner,™ ™ The Pepariment’s
practice alsa cnsures “that the parly does not abiain a more favorable result by Ghifing to conperate
than il"i¢ had cooperated fully,”*

 See Saement of Administrative Action accompanying the Urugnay Rowml Agreements Act, TLR, Dac, 103-316, Vol,
I {SAA)Y, al 870 {1994}, _..".__.:._Q_ at FR S C.OAN 060, 4199,
# Seg “Petitions for the lmpasilion ol Antidumping Dinics on Imports of Certain Uneoated m:_,i from Anstralia, i
China, lndonesia. and Portugal and Comntervailing Penies an Tmpoets Teon China nd Indene dhined Jmnary 21,
2085 (Petition). sl Txhitit 1V-10 and 1¥-12, respectivelyz Department Memormudiem regarding “Cowntervaifing Duty
Initialion Chiecklist: Certain Unconted Paper from fndonesia™ (Feliruary 10, 20153 {Initiation Checklist), al apes 7-10;
and Post-Preliminary Aunkysis Memo,
= 1 our AFA ente nnalysis, we ditl not inelide thie § Special Arrmsgements (o the Peprecintion o Tangible Assels Used
by the Hardwood Plantations nnd Forestry Scetors for Income “Tnx Panposes heennse we verified hat paper producing
andfor exporting compnnies sech ns the companizs o1 issuc eonbil nnt bave used this prograume. See GO Verifieation
znuon. al pages 9-10,
= See, e, Dl Pige Front the Peaple’s Republic oM China: Fing] A Bimative Countervai sy Dut Belermintioy,
Final Affirmntive Critigl Cireumsinices Dele: mlion, 76 TR 1971 (Janseary 11, 2011): see also Notice of
Derermsinmion af Sales nl 1058 Tl Foir, Valug; Sintic Rendom Access Menory Senticonductors From Taiwa, 63 FIE
mqsc 8022 (Fehraary 23, 1008),

* See SAA, at 870,

IUis the Departiment®s practice in CVI) proecedings with cooperative respondents 1o compute an
AlA rue for the non-cooperming compuny{ies) ._,.z_r the highest caleutated program-specific rates
deternined lor the cooperiting respondents in the instant __Er.,:m"_:c: or, il not avaitable, rates
caleuluied in prior CVID eases involving the sume 8::5. Specilically, the Depurtment applies
the highest eateulated rate for the identicud program in the investigation i1 responding company
used the identieal program, even i'the rute is de minimis, exeluding a rate of zero. 11 0o F%Ea_:w
campuny wsed the identical program s the insunt case, or iF the rate of the jdentical euse is zero, the
Bepartment will use the ride from the identical progrum from another CVD proceeding _=<c_<_mm the
e cowntry, unless the rate is de minimfs. 1 here s no identical program mateh within the
investigation, or i the rate front the identical progrnm rom snother CVID ?on:.g_:r involving the
siame cowntey iy de minimis, the Departirent uses the highest above-de minimis rate cateutated for
the same or for n similur program (based on treatment of the benefit) in another CVE proceeding
invoiving the same country so Jong as the producer of the subject merehandise or the industry o
which it _i::r, could have used the program or which the rie was caleulated, Absent an above-
de minins subsidy rue eatewlated for the sume or for a similar progrim, the Department applies the
highest caleuluted subsidy rie for any progrm atherwise identilied in a CVID ease involving the
same courtry that could conceivably be used by the non-cooperuting company(ies), >

Inapplying AFA 10 Great Chasp and IK/TK, we ore guided by the Department’s methadology
dutiiled sbove, As in the preliminary determination, we begin by selecting, as AFA, the highest
caleuluted idemtical program-specilic (non-zero) rates determined for the cooperating respondents in
the instumt _=<r.,:_u._:::. Accordingly, we are upplying the subsidy rate we caleulated for the APRIL
compinics in the Teal determination fur the follosing programs:

< Provision of Standing Thaber For Less Than Adequate Remuoeration
*  Government Prohibition of Log Exports

For all progeams ether thun those previcusly mentioned, we sre applying, where available, the
highest subsidly rite cileulated for the sume or similae program in a CVE investigation or
in Jor the finad determination, we are following the same

. 27

wdministralive review involving tadonesia,

with Final >=_=__|EEErU:_< _u_. _.__:___.::___ 73E = q:c.: 0975 HZ..S._,_::.N_ mccm:._:n_:_:w& in { ertyin, Tow-
Behind Laown

Fees ><.=_ bile _n.:r.
u_._l_.“ see EK. [N w.r weight |

1w dlith oot dnelude the swa deln forgiveness programs listed below, fa.,
Eeht Fargiveness throwegh 1he bdanesion Governmien's Acceptance of Finnncial lustruroents with Mo Markel Valoe,
il Deht Forgiveness throwgh APP/SMG's Buybick of s Ow Duebt from the GOL, s these progrms were speeific to
APPAMOG (wiich includes TR and TR,

6



methodolopy as we did in the prebiminary determinmion snd mitehed hased on progrnm name,
description,* and trentment of the benelit, the following programs to the same programs from alher
CVD proceedings invalving Indonesia:

¢« De Forgiveness through the Indonesinn Goverrment's Aceepisnce of Finaneial
Instroments with No Market Valne?”

¢ Debt Forgiveness through APP/SMG's Buybaek of [ts Own Debt from the GO

+ Export Financing from Export-Tmport Baak of Indonesin

+  Export Credit Guarantoes™

¢ Exemptions from Tmport Inenme
Locations™

Fax Withhalding for Conpanies in Bonded Zone

For the lolfowing programs we were unable to find a similar program based on progrium type and
treatment of the benefit from other CVI proceedings involving Indonesi

. Export Credit Insurance

. Tax Incentives for Envestiment in Specified Business Lines and/or in Specitied
Regions by Indonesia‘s Investment Coordinating Buard (BKEPM) - Corporite Income
Tax Deduction

. Tax Incentives Tor Investment in Specificd Busin
hy BKI'M — Aceclernted Depreciation and A morti

= ‘Tax Incentives for Tnvestmend in Specilied Business Lines and/or in Speciliv Regions
hy BKPM — Extension of Loss Carry-Forwarls

. Prefeventind Treaiment for Bonded Zone Loeations ~ Waiver of License and Fee
Requirements

. Exemptions From Sales Taxes for Capital Goods and Eqgeipment Used to Peoduce
Exports

and/or in Specificd Regions

Wilh respect to the program rate for the three above-mentioned income Lax progrims alfeged in the
Petition, which pertain to the reduction of inenme fax paid, we applied an adverse inference that
Greal Champ and IK/TK paid no income lax during the POL. “The standare income tay rate For
corporations in Indonesia in clteet during the PO1 was 25 percent,™ Thus, the highest pussible
benefit for these three income tax programs is 25 percent. Accordingly, we are applying the 25

* For doscriptions af these progenms, see lniliation Cheeklis, nl pages 7-19,

# See Conted ¥ i:_Finpd ANipmmive Countervailing Duty Delernmination, 72 ¥R 60642
{October 235, 2007) (CFS Final). anrd accompanying Issues and Decision Memorandnm (CFS TI3). W, Dehe
Forgiveness Through the GOU's Acceptance of bugtruments that Had No Murket Vialue,”

A See CFS Final, and CFS DM nt “VLA.5. Deln Forgiveness throuph SMG/AD s the Buyback olits CGwn Delst from
the GOL™
M See Fingl Alfirmativ ' planiny “ar]

_,_._nm:mm_.m. 6d FR 73155, 738612 (December 29, 19993, n1 *F, Rediscount |.onn Proginm,”

LYY

*1d. The name of' 1he pragram we fndtinted on swis “Preferestial Trentment For Bomled Zone Locations-luconie Tax
Reductions on impoyted Capitat Gonds. Eqnipment, and Raw Materiats for the Partion of 1he Production Destingd for
Expert,” We reviged the title ol the prograns hosed an ihe description pravided by the GOL

* See GOI Suppleniental Questionanire Response, dured fuase 15, 2015 (GOESQR), nt page 2,

pereent AFA rale on i combined be

(ic., the three progrmms combine 1o provide a 23 percent
henefn).

For cach ol'the other progriung, sy usud the highest caleutued sate from any non-company-specitic
progras, £4.21 pereent,™ from other CYE proceedings involving Indonesia that could have been

. - s M
used by Great Champ and [K/1K. Y

Aceurdingly, we delermine the AIA countervailuble subsidy e for Great Champ to be 104,00
percent ad valorem, and for HKFTK 10 be 109,15 percent ad vadorem. ™ For further discussion
regirdineg the AFA rae for Greit Champ, see Coment | below.

12,

Corroboration of Secondary Inlormation

Section 776(¢}) ol the Aet provides that, when the Depariment relies on secondary information sather
than on informatian ebtained in the course ol un investigation or review, it shall, to the extent
priscticable, carraborate that information from independent sources that are reasonably al its
dispusal, Sceondury information is delined ns “information derived from the petition that gave rise
to the investigution or review, the (i deterstination coneerning e m:ﬁ.ac_ merchandise, or any
previous review under section 751 coneerning the subject merehandise.™® The SAA provides that
lo “corrobarate™ sccondary information, the Departinent will satisty itsel € that the secondary
information 1o be wsed has probutive valwe,™ The Departsent will, to the extent practicable,
exumine the reliability and relevance ol the information to be used. The SAA emphusizes, however,
that the Departiment seed not prove that the seleeted ets available are e best abternative
intormation, "

With regard to 1he reliubility uspect of corroboration, unlike olber types of information, sucl s
publicly availuble data on the national indlaion rate of a given country or national average interest
es. there typically are no independent sourees for data on company-specilic benelits resubting
Irom counterviiiuble subsidy programs. Moreover, as stitd above, we are applying subsidy rates
which were ealeulated in previous CVID investigations or reviews. Additionally, no information has
been presented which calls into question the reliubility of these previously caleulited subsidy rates,
With respeet to the relevance uspect of corroboration, the Departiment will consider information
reasanably at it disposul in considering the refevanee of information used to cateulate a

* See LIS Fiaut, and CFS M, w1, GOl Provisio of Stawliag Tinsber for )ess Than Adeguate Ressinerion,”

** Nosed ain the APRIL compunios’ and GOI submissions wd oue verification Findings, we Found that the APRIL
compianies di net use the speeinl arcangemenss for deprecintion far income tnx purposes, Sce Dust-Peeliminiry Analysis
Meamo,

A7

itched Appendix. White we inttinted an investigation o “Exemption from Impurt Dulies for Capital Goods nnd
Eqguipiment for Campanies in Bonded Zose Lueations,™ we nre 1 pogrmn not cosmservailable aad, therefoce,
we didd not inchude it s the AFA rte enleulniion. For furiier d un, see section "V, Amlysis of Pragrims,” belosw.
ELIY Q
) Awe NAA, ul 870,

I

Isk., ne B69-K70.



countervailable subsidy benefit. The Department will not use information where circumstances
. . . 1l n . ) 4
indicate that the information is not appropriste as AFA.*

In the absence of record evidence concerning the alfeged programs, the Department reviewed for the
prefiminary determination the information concerning Indonesian subsidy programs in other cases.
Wiltere we have a program-type match, we found tha, heeause these are the same or similay
programs, they are relevant to the progrims in this case, Additionally, the relevance of these rates s
that they are actual calculated CVI rates for indonesia programs from which the non-cooperitive
respondents could actually receive a benefit, We slfirm this anabysis lor the final determination,
Fhus, due to the Iack of participation of Great Champ and IK/TK, and the resulting lack of record
information from the GO concerning these programs as they relate o these comparics, the
Departinent has corroborated (he rates it selected to use as AFA Lo the extent practicable for the final
determination,

V. SUBSIDIES VALUATION

A. Allocation Period

The Department normiaily allocates the benelits rnm non-recurring subsidics over the average uselul
life (AUL) of renewable physical assels of the industry under consideration.  Pursuant to 19 CFR
351,524(dX2) and the LLS. Inteenal Revenue Service's Table ol Class 1ives ad Recovery Periods,
the AUL for assels used to mmnufhcture certain wncoated paper is 13 yeas. ™ No party in this
proceeding disputes this allocation periad,

Furthermore, lor non-reeurring subsidies, we apply the 0.5 percent test.” as deseribed in 19 CFR
351.524(b)(2). Under this test, we divide the amound of subsidics approved under o given program
in & particular year by the relevant sales value (e.g.. total sales or export snkes) for the same year, 11
the amount ol the subsidies is less than 0.5 pereent of the relevant sales vidue, then the beoefits are
allocated to the year of receipt rather than across the AL,

B. Alribution ol Subsidics

The Departmenl's regulations at 19 CIFR 381.525(h)(6)(i) state that the Department wilt normally
attribute a subsidy to the praducts produced by the enrporation that received the subsidy, |lowever,
19 CTFR 351,525{bY6)(ii)-(v} dirccts that the Departiment will attribate subsidies received by certain
other companics lo the combincd sates of (hose companies (1) cross-ownership exists between the
companics, and {2) the cross-owned companics produce the subject merchandise, are 1 holding or
parent company ol the subject company, produce an input that is primarily dedicated to the
preduction of the downstream product. or transler § subsidy 10 2 cross-owned company,

" See, e, Fresh Cut Flowers From Mexica; Fin tesulis of Al
ﬁan:s_u. 22, 1996).

™ Bee U.S. internnl Revenue Service Publicniion 246 (241 3), " Appendix 13
Periods.” sulinitied in the Petition. sl Valieme 1V, Mxhibis pv-1.

hampieg Duty Administrmive Review. 61 FR 6812

hbe ol Clan,

il Recovery

According 10 19 CFR 35 1.525(L)(6)(vi), cros S-uwiership exists between two o more corporations
where one corporution can vse or direet e individual assets of the other corporation(s) in essentially
the sume wiys iLean use its own assets. This regubation states that this standard will normatly be
met where there is a majorily voting inferest between two corporations or through common
awnerslip of two {or more) corporations. The Court of hwternational "'rade {CTT) has upheld the
Department’s sthority 1o wiribyte subsidivs bused on whether 4 company could use or dircet the

subsidy benefits ol another compiny in essentindly the same waty it could use its own subsidy
wro, A%
benelits.™

As we diseussed in the PIM, AFPM aotified the Dupartment that it is a trading company located in
Macao that expores, but docs net produce, subject merchundise. 11 is pant of a group ol companies
includling fbrestry/logging companics, pulp producess, and puper producers Tinked by varying
degrees ol common ownership,

In this investigation, we are exumining whether the producersfexporters of the subject merchandise
ire cross-owned with one another, and with their inpat suppliers, as owlined in 19 CER
351.325(bX6)(Iv). The alleped subsidies persaining 10 siumpage that we are investiputing are
conlerred on the forestryflogging compagies which hacvest standing tinber and sell pulpwoot to the
peelp producers that supply pulp 10 the paper producersfexporters, Therefore, we must examine
whether cross-ownership exists arnong and acruss the suppliers of pulpwood, the pulp producers,
and the paper producersfexporters, Accordingly, ns we diseussed in the PDM, the companies under
exanvimation are a3 follows:™

*  ATPM - exporter of subject merchandise;

*  AKU -~ producer of subject merchundise;

» T Rinu Andalan Kertus (RAK) = producer ol subject merchandise;

s T Intiguna Primatiann (1P) - producer and suppiier o AKU of pulp which AKU uses in
the production of subjeet merchandise;

= I"F Ring Andalan Pulp & Paper (RAPP) - harvester of stimding timber and producer of
woodehip and pulp: supplier of woodehip e [P and pulp 1o RAK; und

= "1 Esensindo Cipta Cemerlnng (ECC) ~ producer and supplicr to AKU and RAK of filler,
used i the production ol subject merchandise.

Based on Asia Pacific Resources aternational Holdings Limited’s (Bermuda’s) ultimate wajority
hip ol the companies lsted above (with the exception o TICC, as discussed below), we find
thayt these companies wre cross-owned within the meaning of 19 CFR 351.525(b)(6)(vi).

AR md RAK are producers ol the subject merchandise, ‘Fherefore, in accordance with 19 CFR
IS1525(LIOM, we atributed subsidies that these companies received Lo the combined sales ol
these companies, nel ol ntercompany sales,

ug e Fer e

i Brein Bnergi
s, pespoclively, provided
&
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RAPP produced and supplied inputs to 11 and RAK. 1® nsed the input it received (ic,, woodchips)
lo produce an infermediate product (i.e., pulp). which i tim. AKU used to produce paper. RAK
used the input it received (Le., pulp) 1o produce paper. Flenee, these inputs are dediented to the
production of higher value-added products (including paper) by 1P, RAK, and AKLU, As such. these
inputs are “mercly {links} in the overall production chain.** Therefore, we find that the inputs
RAPP supplicd te [? and RAK, and that 1P supplicd 1o AKU, arc primarily dediemed to the
production of paper, pursuant to 19 CFR 351.525(b)6){(iv)." Regarding atiribution of (he subsidies
that RAPP and [P received. 19 CFR 35 1.525(h)(6)(iv) states the following:

If there is eross-mwinership between @ input supplicr ind a
downstreant producer, and production of the inpul product is primarity
dedicated to production of the downstremm product, the Secrctary will
attribute subsidics received by the npul prodiecer W 1he combined
sales of the inpul and downstream products praduced by hoth
corporalions (excluding the sales hetween the two corporations),

Therefore, pursusni 1o 19 CFR 3$1528(0)(6)(Iv). we altribuicd subsidics reecived by RAPP to the
combined sales of RAPP, 1P, and the sultject merchandise producers (e, AKL and RAKY, net of
intercompany sales. We attributed subsidics reccived by [17 (o the combined sales of 1P and the

subject merchandise producers (AKU and RAK), nek of intercompany sales. ™

As we discussed in the PDM, the APRIL. campanies reported that ECC was 3§ pereent owned by a
third party company Imerys Pigment Pre. Lid, fnow known as lmerys Asia Pacific Ple, 1.4,
(Singapore)), while the APRIL company graup eontrobs 49 pereent of BCC s shares. Tn addition,
ECC supplics virtually all of the filler used in the production of the subject merehandise by AK U
and RAK, For the reasons explained in the PIM and the Preliminary Caleatation Memorandum ™,
which includes business propriciary information regarding the relationship between ECC and the
APRIL companics, we continuc o find ECC to he cross-mvned with the APRH, companics within
the meaning of 19 CFR 351, 525¢(h)(&)(vi). In addition, we continue to find that the inpat supplicd by
ECC 10 AKU mnd RAK can be used, in whole or in pusl, in the production of subjeet merchandise o
in inlermediate gonds that nre subsequently used o make subjeet merchandise. “This, we fod
filler provided by ECC is primarily dedicated to the production of paper, pursuimt 1 19 CFR
35E.525()(G)iv). Accordingly. we are atiritwiting subsidies received by ECC to the combined sates
of ECC and the subject merchandise producers (AKU and RAK ), net of intercompany sales,

oated Papner Suitable for High-Quality Peinl Graphics Using
Jelerminativg, 75 FR 59200 (Seplember 27,

arch @, 208} (
cl-Fed Presse:

methodology for cross-owned input suppliers snder n simélar corpormie stencture,
** See Memorandum to the Fite “Preliminary Deieaminnivn fencfil Colewlntions for thie APRLE Compnnies.
June 22, 2015 {Preliminnry Caleniation Memormislum),

i Entered Value Adjustinest

The APRIL companies reported that AKU's affiline, AFPM, fssued inveices for AKU’s sales of
subjeet merchandise 1o the United States. In the preliminary determination, the Departiment made an
addjustment to the calenlated subsidy rae to aceount for the murk-up between the export value from
Indonesia and ihe entered vabie ol subjeet merchandise into the United Stntes. We made this
adjusiment bised on the foltowing reasons asserted by the APRIL compaties in their questionnaire
responses: 1) the LS. invoice is issued through AKLUs affilime, AFPM, wnd includes & mirk-up
from the invoiee issucd from AKU 10 AFPM: 2) the exporter, AKU, ind the parly that invoices the
customer, AFPM, are aflilinted; 33 the 1LS. inveice establishes the customs value so which
countervailing duties are applicd; 4) there is u one-to-one correlution between the AKU invoice nnd
the AIFPM inveice; 5) the merchandise is shipped dicectly 1o the United Stutes: and 6) the invoices
cin be tricked ais backe-to-back invuices that are identicnl except for price.”

i

The Depariment has & practice of making an adjustment 10 the calealaed subsidy rate when the sales
vabue used to ealeulate that subsidy rale does not match the emtered value of the merchandise, ...
where subject merchmnlise is exported to the United States with o mark-up from an alfitinted
company. and where the respondent can provide data to demonstrate that the six erileria above are
met.™ In the instant case, the information submitted by the APRIL compinies and owr verification
lindings support their cluim for an adjostiment,! and the informastion atso permits an aceursle
calenlation of the adjusiment, Therefore, we continued 10 nike the adjustment in the final
determinution. ™

¢, Denominuors

When selecting an appropriate denominator for use in caleutating the ad valorem subsidy rate, the
Departntent considers the basis for the respondents receipt of benefits under each progrsm, As
diseussed in further detail befow in the “Progrins Determined o be Countervailuble™ seetion, where
the prageam has been found 1o be comntervailable as o domestie subsidy, we used the recipient's 10tal
siles us the denominator, Similarly, shere the program has been found to be countervailable as an
export subsidy, we used the recipient’s total export sules a3 the desominator, tn the sections below,
we deseribe the deneminidors we used 1 ealealate the countervaitable subsidy rates lor the various
subsidy programs,

£3, Loan Bepchmarks ard Tnterest Rates

19 CIR 35 1.509(a)(2) states that when o program provides for a deferral of direct taxes, o benelit
exists (o the extent that appropriate interest charges ure not collected. Consistent with 19 CFR

4

See AUREL's May 26, 2015, initiab CVD questionnuire respunse (APRIL IQR), ul pages 3, 13-4, und Exhibit 28; msd

APRILs June 15, 2015, supplementnl questionnaine vesponse (APRIL SQRY, ot pages 8-14.
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351.505(a)(2)(iv). we used the Indonesian short-term monthly leading rates in foreign curreney, as
compiled by the Interaational Monctary Fund (IMF) I its Inlernational Financial Statisties.™

V. ANALYSIS OF PROGRAMS

Based upon our analysis of the record, including parties” comments sddressed helow, we determine
the following:

A Programs Determined to Be Countervailalle

1. Provision of Standing Timber for bess Than Adequate Remuneration

The petitioners comtend that Lhe GOE contrals nearly alt of Indonesin®s harvestable forest Tand and
leases logging rigits to companics. charging a royalty (stumpage rate) foe the right 1o harvest
roundwood {i.c., togs), The petitioners claim that numeroas studics and the Department’s
determinations in CCP Final and CI'S Final demonstrate that the stempage rates charged by the GOH
are far less than the value of the slumpage.™

1n both the CFS and CCP investigations, the GO1 reported that virtualy all harvestable forest band is
owned by the GOL™ While the GOI repoarted That harvests from private forest fand owsership in
Indonesia have increased since the CIFS and CCP investigations, the GO! reports that it still ewnsed
the vast majority of the forest land in badonesia doring the 1°01™ We found it the GOI allows
timber o be harvested from government-owned land under two main types of concession licenses:
(1Y FUPHEK HPH licenses (0 harvest timber in the sstural Torese; and (23 1UPTTIK T Hicenses to
harvest timber fram plantations. During the POIL the ofTickat Tee of TP was regulated by
Minister of Forestry Reguiation No, 76/Mentmt-11720 14, "Fhis fee depends on the size and focation
of the forest arca. Ench time a company harvests timber, pursuant to it UK, tie company
musl issuc a production report. Fees charged hy the GOE fir Provisi Sumber Daya | uian (PSDHD,
Dana Rehoisasi (DR}, and Peaggantian Nilai Tegakan (PNT) are ealeulated based on this production
report,”” H'TT license hotders pay PSIH fees (“cnsh stumpage™ oF royalty fees) bused on the per unis
oftimber harvested. In addition to paying PSDIF lees, P license holders pay DR fies (per-unit

¥ While we requestecd a short-term foan interest rate benelwark fivm the respondent, the respandent provided a shior-

ternt imerest rate nssocinted with bank ensh depasils, riher than o shosi-term kesan. Seg APRIL SQI. nt pages 1920,

Thesefore, we did not cansicer this rue as a benclwmark for this prograns,

b See CCP Fipal, aml accampanying Issucs and Deeision Memorandum (CCP IDMY, CIS Final and CFS 1M, This

progeams was mlso lawnd o provide a bene[ in Final Allineative Comtervailing Dty Belermination sl

Critien] Cireimstances Deteymination: Certain Lined Paper Praduets from Didonesia, 75 FR 47174 {August 50, 2006,

wm_z_ necampanying lssues and Decisian Memoranduwn,

.c See OFS Finat and CFS 1M al page 1R: nd CCP Final msd CCT 113M, at puge 12,

= See GOI's May 26. 2015, Initial CVIY Questiannnize Response {GHO1I0R), sl page 12 propestion of farest areas

on state-owaed land sl privately-owned Tand.., is acoust) RE% and 12% Crespectivelyy™) “The GOL derived hese

ﬁn..on:.:._.,.um usingt the harvesia from private lands snd state-owned forest arens. See GO IQR. a1 page & s 1ix
IGLHIMK, previausly kaown s "“luran 1ok Peagsesadiaan Hntan/h

ton No 6 of 2007, lurae [Hnsil
Hutan became PSDIT and DR, PNT was estblished in 2014 hnged an Mi restry Regulation Ne, 52 of 2014,
The ealeulation rales Fer PRIZNL DR, ond PNT were estaldished pursunnt ro the Minister of Fovestey Regultion No. 18
ol 2007, which was repliced by the Minisier o' Forestiry Ropgalation No. 52 o8 2610, Seg GOPIDR, w1 pape 14,

£l

rehabilitation teesy and PN'T" lees (replicement ol stumpage fees) for timber harvested from natural
forests, According Lo the GOI, the purpose af the TUPHIK, PSDIL DR and PNT is to implement
sustaimable torestry mamagement, ™

Based on the foregoing facts, we determine that the GO provides a linancind contribution us

deseribed in seetion 77HSY D)) of e Act because it provides a good (standing timber) other than
gesseral infrastructure,

Infurmuation provided by the GO recopnizes 32 industry cutegorics for gouds in Indonesiz, O these
32 categuries, standing timber was provided by tie GOL to Towr industries during the POL, including
the paper m:n:_m:w....._h As such, we determine that the provision ol stumpage is speeilic in accordance
with section 77 [(SAND)E(T) oF the Act, beenuse Lhe actal recipient industries are limiled in

number, Sev also discussion below under Comment 2

The provision of stnding timber provides o benefit as deseribed in seetion 771 (SHEMIv) of the Ac,
1o the extert that the GO received less than adequane remuncration when measured against a market
benchmark for stumpage. The Departiment’s regulations at 19 CFR 351,51 Lu)(2) set forth the basis
For identitying benchmarks o deteomine whether @ government good or service is provided for less
than adequie resuneration, These potential henehmaeks are listed in hierarchienl order by
preferencer (1) market prices from actwal trmsactions within the country under mvestigation; (2)
world market prices that woukd be available w purchasers in the country under investigation:, or (3)
prices consistent with murkel principles based an an nssessment by the Department of the
government-sel price, This hieraechy reflects u logical prefesence for achieving the objectives of the
statute. The most direet meins of detenmining whethier the government required adequate
remuneralion is by eomparison with private transuctions for o comparable good or service in the
country. “Thus, the preferred benchmark in the bierarchy is an observed market price for the good, in
the country under investigation, from a private supplier {or, in some cases, from a competitive
government auetion) loested either within the coumtry or owside the country (the latter tragsaction
would be in tie foem ol an import), “This preference is because such prices generally would be
expeeted o rellect most closely the commeretal enviromnent of the purchaser under investigation.

in uccordunce with the first prefeeenee in the hierurely, 1o determing the existence and extem of the
benefit, we would seed 10 identily an observed market stumpage price from u private supplier in
Indonesin, As noted above, the GOI reported privine forests accounted for only 12 percent of the
totnl harvest in 2014 (5,320,695 m® out of 1 wtal ol 45,034,394 EJ.a_ Additionally, in CFS Final,
the Departitent Jownd that there were only 233,811 heetares of private forest land out of 57 million
heetares of harvestable forest lund in Indosesin.' The GOI did not provide sny updated information
on the pereentage ol government ownership of forest Jimd other tham the wtid harvest from publicly-
and privately-owned lorests, Thus, the GOL cantinues o play a predominant role in the market for
slanding timber, As sueh, we determing thint there are no macket-determined stumpage fees in
Indonesiz upon which to base o “lirst tier™ benelimark. Furthermaore, beeause the GO dominates the

e GOL QR w jages 12-15 wnd Exhibit 8,

" See GOP's June 15, 2015, 5 pfementat questionamive (GOL SQR), w
“ See GOLIQR, 1 puge & anct Exlsilit 4.
™ Sog CI7S Finul aml CFS 8IM. at page 18,

pes 3,




Indonesitan stumpage market and becanse stumpage and pulpwood markets are inextricably
intertwined, it is inapprapeiate to use impoert prices into Indonesia for pufpwaad as a starting point ta
determine whether Indonesian stumpige prices reflect markel prices, This determination is
consistent with our findings in CFS Final and CCP Final, ang is usdisputed by the partics in this
investigation,

A “second tier” benclunark, according 1o the regutations, relies on world market prices that would be
available Lo the purchasers in the country in question, thaugh not necessarily rellecting prices off
actual lransactions involving the particular produeer. I selecting a wortd market price under this
second approach, the Department examines the fels an the record regarding the natere and scope of
the market for that good 1o detcrming il that market price would be available (o an in-country
purchaser, As discussed in the CVID Premble, the Department wilt eonsider whether the sarket
condilions in the country are such that it is reasonable to conclude thant a purchaser in the counlry
could ablain the gond or scrvice on the world market. For example, o Furopea price for electricity
normally would not be an aceeptable comparison price for electricity provided by o Latin American
government, because clectricity from Burope in all likelihaod would not be available to consumers
in Latin America. However, ns annther exampie, the world markel price for commadity products,
such as cerlain melats and ores, or for certain industrinl and clectronic goods commonly traded
across borders, could he an acceptable comparison price for a government-provided gnod. provided
that it is reasonable to conelude [rom record evidenee that the purchaser would have aceess to sueh
intermationally traded goods.*

The APRIL companics suggested that the most aceurate and preferred methodnlogy o calenlating
the stumipage benchmark under the second tier would be to compare Indonesian stumpige fees with
the slumpage fees in another country such as Mataysia. 1lewever, stianding [imher (and stumpge
fees) in one counlry are not available 10 users in another coumry becinse standing thmber cannol be
traded across horders: only the logs produced from the standing limber can he traded, s, there
are no world market prices for stumpage, and, therefore, we camnot apply stumpage fees in anather
counlry as a “sccond tier™ benchmark,"™ See also disenssion below under Commen .

Because we nre not able to eonduet our analysis under the “seeand tier™ of e regulations, consistent
with the hicrarchy. we are measuring the adequacy ol remuneration by assessing whether the
government price is consistent with markcel principles (Le.., the “third tier” as deseribed in the

Department’s regutations). "This approsich is sct foeth in 19 CFR 351,51 1(a)2)(Ei) and is explained
further in the CVD Preamble al 65378;

Where the pavernment is the sole provider of & good or service, and there we ro world market prices
available or accessible o the purchaser, we will nssess whether the govermment price was sef in
accordance with market principles through an analysis of such fhctors as the government’s price-
setting philasophy. costs (including rates ol return sulTicient to ensure fiture operations), or possible
price discrimination, Fhe regulations do not specify how the Department is to conduct such &
market principles analysis, By its nature, the anatysis depends upon available information
concerming the markel sector al issue and, therefore, must he developed on a cose-by-cise basis.

" See CVD Preamble. nt 65377,
?.Mnh ? Finnl and CCI* 1M, ot pope ®,

The GOI did not provide information or doctnentation w demonsirate that e stumpage lees it
charges are established i accordunce with masket principles, Although the PSDIL, DR and PNT
fees are established us percentages ol the refierence price of forest products, we cannot conclude that
the reference price is reflective of market principles or i o market-determined price. Fowever,
beciuse a log expurt ban is in pliee (see Farther discussion below), the relerenee price is currenlly
determined solely from domestie prices.™ Threugh its vwaership ol a large majority of [ndonesia’s
hirvestable forests, the GOI has ahmost complete comtrol over access to the timber supply. In
addition, the ban on the export of logs afleets the price for logs.® As such, the reference prices for
togs cinnot be considered to be warket-based. Furthermaore, the pereentage that is applied to the
reference price Lo caleulute the PSR, and PNT fees is administratively set by the GOI. Thus,
we detenmine that the stumpage fees, charged by the GOl us # pereentige of & non-market-
determined reference price, are sol based on macket prineiples,

Becuuse the government price is not set In aceordince with market principles, we looked for an
apprapriate proxy to determine o market-based stumpage benchmark, W is penerally accepted that
the market value of timber is derivative of the value of the dowastream products. The species,
dimension, and growing condition of n tree Targety determine the dovnstrenm products that can be
produced [rom a tree; the value of'n standing tree is derived from the demand for logs produced [rom
that tree and the demand tor logs is, in e, derived from the demand for the products procuced
from those legs.

Both the petitioners and the APRIL conpunies misde recommendations for the approprizte basis for
calenlating beschmark prices, “These proposals are diseussed in detadl betow under Comments 5
ad 7. Our analysis and seleetion of benchmurk prices are discussed below in our response 1o
Comment 7. As aresult of the geographic proximity and the similarities of Torest conditions,
climnte, und tree speeies belween Indonesia and Malaysia, we continue 1o find Malaysian log prices
tos be ehe mast appropriate souree 0 use in our benchamuck salysis, where available, Speeifically,
Fur the finad determination, we used the specics-specilic prices from a price survey of acucia
pulpwoad as reported in o independent market study of the pulpwood and woodchip industry in
Makaysia as the sturting price for the seacia stumpage rate benchmark, For caleulating the stumpage
rate benchmarks for MW and cucilypios timber, we refivd on GTA export staistics for Malaysia
and Thailand, respectively. See Comment 7 below tor further discussion,

I order o derive a stumpage benchmark value, we adjusted the benchmark log prices 10 remove the
Indonesian costs ol extraction (harvesting) of the stonding timber. ‘To dutermine the Indonesian
hawvesting costs (including a reasonable wnount for prolit associnted with extruction), we used
RAPP's reported harvesting costs as verilicd by the Department. We also used profit information
contained in “Addicted 10 Rent: Corporate aind Spatial Distribution of Forest Resources in Indonesia;

“ See GOLIQR. ut Exhibit 8.4,

_‘...‘ Beg GO SQR, u pages 5-6, ) ] . ) .
" See Conted Free Shevy Paper from bndonesin: Natice o Preliminey Afl
17498 (April 9, 2007), unchanged in CFS Final,

T See, e, Notive of Fingl #esuhs of

¢ Reviews:

ative Countervailing Dewyiinntion. 7t FR

16



liplications of Forest Sustainability and Goversment Policy,™™ This study is an independen
F Y Y ¥ |

source on the record thal provides information on profit in donesiz.™” Sce also Comments 7 and 9
below, and the Final Caleulation Memorandum for furiher discussion of henchmark price
adjustnments.

The deduction of the harvesting cosis, and profit associnted with harvesting, rom the it values
results in a derived benchimark stumpage price for ench species. We compared these derived
benchimark prices for each type or speeies ol standing timber (o 1he Indonesian stumpage fees, and
found the GOI's stumpage fees 1o be Tower than the market benchmark prices. Accordingly, we
determine that a benefit is provided in accordance with seetion 771{5)13)(iv} ol the A<t becanse the
GOl pravides standing timber for fess than adequate remuneration,

Ta ealeulate the benelit received wnder this program, we first multiplied the henchmark prices for
each type of limber by the quantity harvested by APRIL. during the POIL Afler multiplying each
stumpage benchmark by the appropriate harvest quantity, we summed adl the values 1o calendaie the
totat amount of fees that shoukd have been paid at the murket-based benchmark stumpoge rate. We
then subdtracted the total of the actual PSDHL DR wmad PNT foes paid by RAPE during tie PO, from
the total amount of stumpige fees that shoutd have been paid.

In accordance with 19 CFR 351,525(n), we then divided [he benedit by the 1ol external sales of
AKU, RAK, RAPP, and 11 {i.c.. the total FOB sales values of the pulp and paper producess minus
any cross-oawned inter-company sales) to calealine a et countervaitable subsidy rate 09,81 percen
&d yalorem for this program.™

Gaovermment 'rohibition of [og BExporis

The petitionets allcged that ihe GOT provides a countervailable subsidy to pulp and paper producers
through the GOI's ban on bag cxponis, As support Tor their allegation, they relied on CES Final and
CCP Final in which the Department fowsd that the GOUs imposition of an export bin on logs and

chipwood provided a countervaitable subsidy to downstream wond processing indusirics, including

the pulp and paper producing industrics,”

In CFS Final and CCP Final, the Department determined that the Log Iixport Ban provided o
financial contribution in accordance with seetinng 771¢5Y B and 77 1(S) N of the Act.
Specifically. the Department found that the GO, through the Log Export Ban. enfrusted or directed
forestry/harvesting companics to provide lower-priced inpuis (Jogs and chipwond) to compan
the pulp and paper producing industrics, The Depariment determined that the Log Txport Bam
provided a benefit in necordance with section 77HSYE)(iv) of the Act. Specilically, the GOI's Log
Export Ban allowed the eross-owned lorestry companics in he respondent’s corporate group 1o
purchase inpuls (fogs and chipwond) rom unatfilinted forestry companies below marker prices,

in

#% Seg the petitioners” June 3, 2015, Benchmrk Sidhanis fous, at Lxhibil 182 ancl Prelieeinmey Caleselision Memormndam.
“This study was also wsed in CCI Finsl, See COP Prelim, at 10767, unchanged in CCP Final,

™ See Finnt Caleubation Memorandims,

M 8eg CFS aned CFS IDM, st pasge 223 snd CCB Finpt nned CCP IRM. ol pasge 12,
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Finully, in the CF3 Fingl, the Depurunent determined that the Log Expost Bin was specific under
section 77HEAXDNG) of the Act, Specilically, the Department fund the GOPs decree banning the
expurts ol logs and chipwoad t be de jure specific within the meaning ol section 77 HSAXD() of
the Act, beeause i is restricted by b to only a limited group of industries and because it covers
only a small number of products within those industrics. Parthermore, in the CCP Final, the
Departent determined the Log Export Ban is de fieto specifie pursiant to section

TTHSAN DD of the Act beenuse the industries receiving subsidies {from the operation of the ban
are fimited in number,

I their questionnuire resposses, the GOTimd the APRIL, companies state that the World Trude
Organization {W7TOY has ruled that this type of government action cannol constitule a subsidy
progeam.’™ As an initish matier, our tinding here and our CVID law ave consistent with our WTO
abligations. Morcover, it s the Act and the Depargment’s regutations that have direct legal elfect
uncler U5, Jaw, and not the WTO Agrecinents or WG n...._x:,_..ﬂ.: In his regard, WTO reports “do
not have any power 1o climge U.S. law or 1o onder sueh o chinge,”™  tnstead, Seetion 129 of the
Uruguay Round Agreements Act addresses the implementition of WTO dispete settement reparts, ™
Therelore, the Department is obligated to olfow U8, ko in reaching s CVD determinations, and,
as discussed below, the GOEs Log Export Ban constitules o countervailuble subsidy under 1.8,

T, See alsue discussion below umder Comimem 6.

I CES Final, we stated thut tee GO hiad submitted tal the stated intent of the fog nd chipwood
export ban was W reduee envivonmental degradation and to manage the forest in a sustainable
manner, ™ Nonctheless, bused on e towality of the evidence or the reeord in the CES Final,
inchling independent studics on the impact o the Log Export B3an i Indonesia, we lound that the
recard evidence refuted the GOT's claim that the Lag Export Ban is used Lo protect forest resourees,
and insteasd showed that the GOLimpesed or maintained the Log Zxport Ban in order 1o provide
Tenver-priced inputs {Le., togs s ehipwood) 1o industries that consume those inpus.”” Thus, in
CES Fingl, we coneluded that one of the purposes of the GOU's ban was to develop the downstream
industries, which was the basis on which the Departiment determined thist the GO entrusts or directs
damestie log supplicrs to sell logs at suppressed prices 1o domestic consumers, thus providing a good
to pulp and paper producers for less tan adequate remunerstion.”™ In CCP Finad, we found that
although the GO may have begun the process ol legalizing exports on certain forest products, the
bitn on exporis on logs was stll in effiee,™

2 See WTHIS 194 United Stuies -- Mensuses Treming Expoct Resieaints As Subsidics (acdapted by WO DS13 Auguss 23,

orys Stoad BV v US Dep’y of Co
¢ HI23 (2006).

r Bew SAA, w1 659, See nlse CFS Fionl mxd CFS 3, al page 97; wl
™ See 19 US.C, 3508

pere, 395 F.3d 1343, 13071349 (Fad, Cir, 2005),
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In the instant case, the GOL confirmed thiat a ban on the exportation of logs was still in elfect during
ihe PO, although under o new Ministry of Trade decree.™ 1t also noted that during the PO it was
nol illegal to export chipwood or pulpwoad * Neither the GO! nor the APRIL compamies placed
any additional information on the record to counter our preliminary determination that the han on log
exporls continues to be in effeet (anly downstream log praducts (2., wood chips and woaod pulp)
are allowed to be exported). In addition, the petitioners and the GOI submitied information showing
that the Log Export Ban's effect is to grow the wond processing indusiry, 1o eNCOUTage processing
industrics in Incdenesia, and 1o suppress prices in Indonesin,*? As such, we determine that the Log
Export Ban continues to provide a countervailable subsidy to pulp and paper prodecers, The ban

iify amd 771U of

constitutes a financial comtribution in aceordance with sections 77 HS)13)if
the Act through the GOI's emrustment or direetion of forestry/haevesting companics to previde
goods (L.e., logs). Sce also further discussion befow under Comment 6. Furthermore, the Log

Export Ban is de facto specific pursuant tn section 77 L(SAXD)GHINT) of the Act beeguse the
industries recciving subsidics fromt the aperation of the bim are limited in sumher,

Marcover, the Log Rxport Ban provides a benelit in accordanee with section 77 HSYEXiv) of the
Act lo extent that the prices paid by the APRIL compinies 1o unnflilialed forestry/harvesting
companies for their purchases of fogs are for less than adegiste remuneration (Q.e., Tor less than the
benchmark price). To determine whether the Log Fxport Ban provided a henelit to the AR,
companies during the POI. the Department compares| the price paid by the APREL companics (or (he
logs they purchased during the PO1 from wnafTiinted foresley/arvesting companics o » benchmark
priced based on the eriteria stipulated in 19 CFR 351,51 1{a)(2).

We explain above what the Departiment’s regutations al 19 CFR 351,51 L{a)(2) state regarding the
basis for identilying comparative benchmarks for detemining whether o government goad or service
is provided for less than adequate remuneration. In the fnstant case, there are no mearinglul or
usable privale domestie prices for logs or actual impont prices to cvalunte lor purpnses of identilying
a “first tier™ benchmark (Le., market prices from actual (rmsactions within the country under
investigation). As discussed above, the GO reported that the harvest from privisiehy-onved forest
land s only [2 percent ol the coumiry’s total harvest.™ We alse note that 2] logs. including logs
harvested [rom private land., are subject 1o the export ban.* Therefnre. beemuse of the G048
predominant role in the Indonesian market for logs, we lind that it iz not possible to determine o
privaie domestic tog henehmark price in Indnnesii, purstamt o 19 CER 3505 1 1{a)2)(i). Tor the
GOIs Log Export Ban. Accordingly. Indonesian import prices likewise would anf rellect market
prices.

Because there arc ne markel prices [rom actual transactions in the counley 1o use as a benclmark, we
next looked for a “sccond tier™ henchmark which, sccording 1o the repulations, relies an world
market prices that would e available 1o the purchasers in the country in guestion, though net

! See GOLIQR, al page 33 and Exhibit £5, and GOI SOR. ur pages 5-6

* See GOI SQR. 1 pages 5-fi.

*2 1., at Exhibis 5-127 and Petition, nt IVLZ1-22,0 nd Bishibits V=31 and [V-32,

* As noted above, information provided hy (he GOI recognizes 32 indusiry eategories for gdods, OF these 32 enegurics,
logs were provided 1o four industrics during the POL incleding the paper fndusiry. See GO SOR, a1 [ges 5-f.

* See GOI IQR, at page 12,

** Id.. nl page 33 ane Exhibis 15,

necessarily reflecting prices of sctuad transuctions involving that particular producer. [n selecting a
world market price wder this second approach, the Department examines te Tacts on the record
regarding thenatore and seope o' the market Tor that good w determine iF that market price would be
availible to an in-country purchaser. As noted abeve, as well as in CFS Final and CCP Final,
Indonesia and Malaysia are geographivally proximine and have simikar forest conditions, climate,
and lree specius. Both the petitioners and the APRIE. companies made recommendations Tor the
approprinte busis for cateulaling benehmark prices. These propesals wre discussed in detail below
under Comenent 7. Qur amakysis and selection of benclunurk prices are discussed below in owr
response o Comment 7. For caleulating the benehinark prices for neacia snd MHW logs, we relied
on GTA export statistics for Malaysin, Under the Departiment’s eegulmions, applicable delivery
charges and dmport duties should be added 10 the benclmark price before determining whether the
> [or pulpwood conlers u beaclit.™ We made the applicable adjustments to the
benchmark prive, as discussed betow under Comments 8 und 9, and in the Final Caleulation
Memorandum.

When we compare the benchmark prices o the prices that RAPP puid te the unaltTiiated putpwood
supplicrs on a per-unit basis, we find that there is o benefit conterred through the GOI's Log Export
Bin andd, thus, entrastment or direction o forestry/harvesting companies 1o provide logs 10 pulp and
paper praducess for less than adequate remuneeation. To ealeulute the subsidy, we first caleulated a
per-cubic meter benefit for gaeh specics ol togs. We then multiplied the volume of each species
purchased by RAPP from unalliliated forestry/harvesting companies in order 1o cateulate the total
benelit for cach species,

We thes sunmed e benefit for cach species wnd divided this wnoum by the ot FOB externat
sales values of the APRIL companies' pulp snd puper producers (Le., RAPP, 1P, RAK, and AKU).
We did nut include in this Log Export Ban culeulition any of RAPP's harvested pulpwooed because
we captured any benelit it reeeives on that wood, Tram the Log Expert Ban, in the stumpage benelit
caleulation, On this basis, we caleulated u net countervailable subsidy rate of 11,41 percent gd
vilorem for the APRIL companivs.”’

13, Program Determined Not to Hnve Conferred s Measurable Benefit

Lxemption from Impert neene Tax Withhelding for Conpanies in Bonded Zone Locations™

The GOJ explained thit the purpuse of bonded xones is 1o facilitate processing goods for export
under duty free conditions. The GO3 stmed than gowds processed in 1 bonded zone may be sold for
domestic consumption up 10 50 percent {or more, based on Ministry of ledustey™s approval) of o
campiny’s prior year export value, The GOL indieated that iy company from any industry con
npply lor & bonded zone facility provided it can [UIB1Lall the eequirements in the bonded zone

p. v, United] Srateg, No. 08-00239, Stip Op, 63152, at 17-18 {CIT

M See 19 CFR 35051 (s)(2): see plse U S, Sieel Cor
Dee, 30, 2009,
b See Finnd Cateubimion Memornmlun,

Trestown G Bonded Zone Loemiens-Income Tnx Reductions on lmporied
s Tor the Partion al' the Production Destined for Bxpar,™ We revised the
titde of the progrsn bused un the deseription provided by 1he GO
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regulations. The GOI explained that the bonded vone faciitics arc outside the kdonesian customs
territory. The GOI noted that companies in bonded zones are required 1o file reporis every four
months, and arc obligated o keep recurate records relited 10 the movement of equipment, goods,
and inventory in and out of their bonded zones. “Fhese requiremes are subject 1o audit by the
Directorate General of Customs and Bxcise,™

[ncome tax in Indoncsia is ndministered based on o combination of sel fbassessment and withholding
tax syslems. According to the system, certain types of income and Inmsactions gre subyject o
willtholding taxcs which are collected by its payer or withholder, AL the end ol the respective (iseat
year, the withhalding tax paid will he eredited against total fncome tx payable, Under Article 22 of
Indonusia’s Incame Tax Law, imports into lndonesia are subject to nn income tax withholding equal
to cither 2.5 percent or 7.5 percent of the 1otal import vilue. depending on whether the fmporter
owns an tmport Identification Number.™

Specifically, when a company that is vol located in o bonded zone imports merchandige, tha
company is required (o pay a “withholding™ amount for “import income tx™ upon importation of
capital goods, equipment, or raw materials, Any import income tax colleeted (or prepaid) through
this withholding is eredited towards the company’s tatal income tax payable at the end of the 1y
year. However, whe a company imporls into a hended vone, thit company is not required 1o pay
any import incame tax withholding upon entry. The GOF claims that, #s a resull, there is no
withhiolding or prepaid import income tax to be erediled towards the honded zone compmy’s end-oi-
year income Lax payable. Thus, sccording ta the GOL whether a company is subject to withbolding
import income tax or oy, the nitimate net efleet on its overall income tax liahility for the year stays
the same, As aresult, the GO conteds hal there is no revenue forgone by the government as a
result of this program.”™

The APRIL companics reported, and we verilied, that they were exempled rom the tax withholding
requirement because of their bonded zone kocation.” We find that such withkolding exemption For
companies in honded zones constitules a deferral of direet tnxes within the meaning of 19 CI'R
351.509(a)(2). according Lo which a benefit exists 10 the exient Ui appropriate interest charges are
nol collected.

As a result, we determine that this import income fiax program provides a imaneisl contribution in
the form of revenue Torgone by the government uneler seetion 77 1{S)I0T) of the Act. The GOl
stated that activitics in a bonded zone must primarily be for export, ind record infaemation ties this
program 1o exportation.” Therelore, the import income tax withhalding exemptions are contingent
upon export performance mnd, Ihus, specific pursuant 1o seclion 77HSAY) of the Act, Consislent
with 19 CFR 351.509a)(2). we are treating the import income tax olherwise subjeci fo withholding,
ie.. the tax amount deferred, as a government-providee loan that pravides a benefit in the form off
uncoliccled interest charges,

e Bee GOIIQR, m1 papes 59-67,
" 1d., al page 63,

1d., at pages hA-64,

™ Seg APRIL IQR, nt page 35.
™ Seg GOI IQR, nt pages 59-60.
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T ealeudate the benetit from this program, we sunined Lhe fmpurt incoeme tax withholding
exempled Jor cich of the cross-owned APRIL companies during the POL, applied the monthly shoert-
term interest benchmark diseussed shove in the “Subsidies Valuation® segtion, and summed the
uneotlected dnterest for the eatire PO We divided the summed atount for each cotmpiany by its
respective externad sales value, and then added the resuliing compiny-specilic percentages Lo obtain
the overalt subsidy rate. However, the ealewdstion of the benefil reswlts in a rate that is less than
0003 percent and, us such, docs nat have an impact on the APRIL companies’ overat! subsidy rae.
‘This ealeulation is unehanged from our preliminary dewrmination. Consistent with our past

practice, we did not include this program in our nel subsidy rate caleututions lor the APRIL

compy

C. Propram Determined Not o Be Countervaituble

Lixewiption Irom lmport Butics for Capit Gooeds wnd Equipment Tur Companies in Bonded Zone
Locitiang

As noted above, the GOT asserted thist bonded zones sre autside the eustoms territory of Indonusia
amd are subject ko audits by the Indenesian customs suthority, The GOY uxplained that imporns inte
besieled zones are exempt from import dulics based on their location outside the Indonesian customs
tereitory. “Fhe GOI nowed that import dutics are sull payabie ifthe capilal goods or equipment tht
hiad been imported into o bonded zone wre subsequently sold in the domestic market within four
yeurs after the isitind importution inle the bonded zone,

The APREL companies” location in a bonded zane places them owmside of the customs territory of
Indonesia,”* Consequently. imports of capital goods and cquipsrent by the APRIL compunies that
stay within the bonded zone are not subject 1o import dulics in Indonesia, The APRIL companies
explained that they did not sell capital goods in Indonesia during the POf or throughout the AUL,
Fhey chiimed thut because imports of capital goods and equipment by the APRIL companies are not
subject 1o duties in Indonesia, the GOI hus not faregone revenue by not collecting duties on the
compitics’ fmpurts.

In CWI fram Vietnan, we [ound o similar Lype of program not esumervailable, reasoning that
gaods imported frem foreign countries into non-lari 1T zones outside the customs territory of Vietnam
For use vaty in sen-tril zones are wot Hable for import duties and, as sweh, there is no Ninuncial
eontribution by e government beeause the governiment has not foregone revenue by not colleeling
taxes, Furthermaore, we noted thut sueh free tracke areas must be subjeet 10 rigorous customs
enloreement measures thas ensure goods entering the free trade area wre uecounted for through
exportation or entyy into the country’s custams wrritory and, in the latier cose, appropriate duties are
collected,™ In his case, the GO exphiined it bonded zones are subject o cusloms reports and

See Fiannl Cotentation Memusiin

Suee APRILIQR, at page 3, wl AR SOQR, ol pages (5-10,

" See Ui Welded Corbon-Oualj Pipe From the Socintist Republic ol Vielnmn;
i Detenninggion, 77 FR 61971 (Qetober 22, 20123 (CWD frgny Vieusu), sl necompanying Issues
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audits.”” The Department verilied thal the GO's customs enforcement sysiem is extensiver it
includes physical inspection of gonds catering and cxiting the bonded zones by customs oTicials
assigned to each zone, rowting reporting requirements, snd periodic audits.™ Thereto use the
APRIL companies arc located in a bonded zone that is subjeel 1o rigorous customs enforcement
measures, and their impons within the honded zone are no subjeet fo Indonesian customs dulies, we
delennine there is no financial contribution within 1he meaning ol seetion 77 1{S)DXIH of the Act,
and accordingly lind this progeam nat to be countervailable, This Gnding is unchasged rom the
preliminary determination,

B. Programs Determined "o Be Not Used

1 Debt Forpiveness through the Indoncesi
with No Market Value

an Government’s Aceeplance of Financial Instruments

2, Debl Forgiveness (thraugh APP/SMG's Buyback of Its Own Debt Iram the GOI

3. Exporl Financing from Export-Import Bank of Indone

4, Export Credit Insurance

3, Export Credit Guaraniees

6. Tax Incentives for Investment in Specificd Business Lines mdfor in Spucified Regions by
Indonesia's Investment nos:_:s::r Board (BKPM) - Corporste Income Tax Deduction

7. Tax Incentives for Investment in Specified Business Lines and or in Speeified Regions by the
BKPM — Accelerated Depreciation and Amortization

8. Tax Incentives for Investment in Specified Business §ines and or in Specified Regions by the
BKIPM —~ Exlension of Loss Carey-Forwards

9. Preferential Treatment for Bonded Zone Focatjions

a. Waiver of License and Fee Reqguirements
b, Exemption from Sales Faxes for Capital Goods and Equipment Used 10 Produce Exports
10, Debt Forgiveness to the RGM Group mul Agin Pacilic Resources Infernations) Limited
Companics
i1, Special Arrangements for the Depreciation c_:_.::m:.; : Assels Used by the ardwood
Plantations and Farestry Scctors for Income Tax Purposes

VI.  ANALYSIS OF COMMLUENTS
Adverse Facls

Comment 1: Axaitable lor Great Champ

In the Prelimingry Determiantjon, becanse Great Champ failed (o cooperate by nol scting to the besi
of is ability 1o respond Lo the Depariment’s requests for information, pursuznl to seetion 776(k) of
the Act, in selecting from arong the Fiets otherwise available, we drew an adverse inlerence that the
programs upon which we initialed were wsed by Great Champ and conlerred a benelit. “[herefore,

" See GOI IQR, at pages 59-67, and GO SQR. al pages 10-11,

" See (01 Verifiention Repart, at pages 7-9, and >_,_m_ Ver ica fon x..m,:. Hptes _._.“u. see E Frozen
Wapmwater Shyimp from the Bepabli i L TR IR OSORKR
{August 19, 2013), s neeompanying Issieos il eeis

n Memormschm, at Comment 7.
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the Department applicd an adv
counlervailable subsidy rie for Great Chamgp,”

its caleulation of the ad yptorem estimated

The petitioners argue that, beeause CGreat Champ relused 10 respond (o the Department’s
questionnaire, the Bepartiment shoubd conclude, us AFA, that Grewl Champ is # non-producing
tracling compuny ™ st exponed subject merchudise produced only by the APP/SMQ companies.
Accordingly, the petitioness urge the U..?:.::c_: to apply atotal AFA rale to Great Champ equal 1o
the otal AFA rate for the APP/SMG companics, __F::_,:r the subsidy margins for the two
APPISMG debt forgiveness programs (Le,, Debt Forgiveness through the Indonesian Government’s
Acceptince of Finaneial Instraments with No Market Value and Delt Forgiveness through
APPISMEs Buyback ol its Own Debt from the GOLY, The petitioners maintais Uat, under the
Department’s regubations mad practiee, iFGrent Chimmp us a trading company had e exported subject
merchandise praduced by APPSMG, then Great Champy’s CVID rate would account for APPISMG's
totul company-specilic rate, including e twe debt forgiveness programs. '™ According 1o the
pusitioners, the fact thut Great Champ’s preliminary AFA rte wats lower than the tota) AFA rate for
APPHSMG means that Great Champ miay ubtain a more ivorable result _u« tailing to cooperate than
it hud cooperated Tully, contrary to the Dupartment’s stated intentions."™ Lo addition, the
petitivners argue than, regardiess o) whether the Department applics these adverse inferences to
Great Champ, the APP/SMG rite should be asses .L_ praspeetively for all entries of the subject
murchandise produced by APP/SMG, even if the subject merchandise is exported by Great Chamy,

No other party commuented on this issue,

Depariment’s Position:

We disugree wilh the petitioners. As we stated in the POM and a5 discussed under 111,13, Selection
allthe AFA Rate ubove, cangisient w : aur narmal AFA methadology in CVID proceedings, we did
nel include the twao debn forgiveness progeams, Lo, Debt Forgiveness through the Indonesizn
Govermment’s Acceplance of Finuneial ":..::_:r:? with No Market Value and Debt Forgiveness
through APRISMG's Buyback of [ts Own Debt from the GO, in our AFA rale analysis Tor Great
Champ, becaase these programs were specilic to the APP/SMG companies.™ We see no reason in
1his investigation 1o deviste from our normal practice of cateuluting company-specilic AFA rae

"

Sue PV al piges 6-11,
" Accerding to the pet

S nie oslicales it is o trndiag compingy and 1 nouproducing exporier
s peinlaul it the CBP data ptaced on the reeord for respondent-
selection purpuses isdicates b Grent Chiag miy huve exported subject merchianlize eriginating from n location in
Iudenesiz where one of the APIYSMG coinpasi
Seleetion for the Comervailing Daty lovestigativn ol Uncoured Puper rom hulonesis,” duted March 5, 2015, at
Amelunen |,

" See. e, . 19 CFR 351,525,
Republic ._
aeenmprnying lssue
Cotd-Ruollud
Degigion Memorandum nt
"2 Sou PEIM al page 7.
"y puge 9, nnd _ur_::._.:r.: Memarmndun regirding “Countervailing Duty Initntion Checktist: Certnin Uncomed
(Fehpay M, 2005) m pages 10212,
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CYD cases."™ There is no evidence on the record of Bis investigation that would lead us to
conclude that Great Champ actually sold merchandise only produced by the APP/SMG companies,
or that Great Champ and the APP/SMG companics are cross-owned. We find insulTicient the 1 CEs,
such as Greal Champ's use af a porl near one APPISMG milt or the presence of ™ rading™ in Grent
Champ's corporate name, upon which the petitioners rely in support ol their conclusion that Grem
Champ is a troding company that exported subject merelumdise produced only by the APP/SMG
companics. “Fhese facts are an insulTicient evidentiary basis on which to assign Great Champ a totat
AFA rate that is equal to the total AFA rate for the APP/SMG compamics, Simitarly, we have no
basis wpon which to apply the APP/SMG cash deposit rate on all entrics al the subject merehindise
produced by APP/SMG, i the subject merchandise is cxported by Great Clasmp, as reguested by the
petitioners,

Comment 2: Whether the Stumpape Program Meets the Specificity Reauirement

APRIL cantends thal the Department should fasd the Pravision of Standing Timber for 1.css Than
Adequate Remuneeation (Stumpage Peogram) is nol 2 countervailable subsidy because the Slumpage
Program docs nol mect the speeilicity requirement under section TTHSAXDYIEH) of the Act. APRIL,
disputes the Depariment’s assessment in the PEM thal, becanse standing tmber wis provided by the
GO to four industrics during the PO, including the paper industey, the program is specitic beeause
itis limited 1o a group of industrics. According to APRIL, thal only a certain group of industrics
availed themsclves ol the program doecs not provide a selficien! record basis 10 conclude that the
program wias de jure or de facto limited to any group of companics.

The petilioners counter tat the Depariment bas found tie Indoesian Stampiage Program o be de
Tagio specific in previous proceedings under section 771 (SAXDNH) beeause five industrics,
including the paper indusiry, actually wsed the program and Hus constituled a linited group of
industrics within the universe of 23 industries identifivd by the GOL™ I this investigation, the
petitioners contend Lhat the Department’s preliminary determination (hat the Stumpage Peogram is
specific beeause the GO reported that it provided standing timber during the PO only Lo four
industrics within the universe of 32 indusiry eregorics was correer, Therefore, the petitinners assert
that the Depariment should continue to find the Stumpage Program to be specific under section
TTHSANDOGIUT of the Act Decanse the actunl recipients of the subsidy wre Hmited in number 1o
group ol inclustrics, and under section T7H{SAXDNTHNIY oF the Act because a group of industrics is
the predominant user of the subsidy.

Depariment’s Position;

As discussed above, the GOJ reported that it recognizes 32 indusiry eategories for powxls in
indonesia. Within these 32 eateporics, standing timber was provided by the GO o artly [our

¢ Delermination. 79 FRR 28400 (uly &,
accompanying Preliminary Deeision Meaovandum, at payges E5-18, wnchanged in Corbon gl Cers
Rod Fram the Peaple’s Republic o

ri nstnnee ination. 79 IR GRASR {Novemsber 19, 2014},
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citeporics of industries during the PO1, including the paper industey. "™ APRIL argues that the fael
thi only u eertain group ol fixdustries avaited themselves of te Stunpage Program does not mean
that the program was de jure or de Fieto linited 10 o eerlgin group vl industeies, and thereby specific
under section 77 {IAXDIGIEND ol the Act beeawse, tor exmnpie, there are mumerous otler industries
i brdonesia relying on tmber as un upsireum inpul, We note that section THSAND)HD() of the
Actis nol governed by what imdustries “avail themselves of'a subsidy.™ Rather, under section
TTHSAXDYIINI) ol the Act, u subsidy is specilie when the “netual recipients ol the subsidy,”

whether considered on an enterprise ur industey basis, are Hmited in number. In this cuse, the GOI
staled (st standing timber wis only provided to four oul of the 32 industry catepories of goods
recagnized in Indonesin,™ which demonstrases that the “aciu recipieims” of standing timber was
limited in namber, and that the Stumpage Progrnn meels the speeificity eriterion under section
THEAYNDYIHNE) ol the Act. In this regard, the reliimee of other industries on upstrenm inpuls
made froms the standing timber would not deteaet from this specificity determination becayse the
specilieity analysis is Tocused on whether the recipients of the subsidy, itself, were limited in numbe,
not an whether the eecipicnts ol an wpstreum product were Hmited in number. APRIL also argues
Ut maltiple indusuies il under cach incustry category and, as such, the stunding timber subsidy is
net specifie. We find that even assuming for argument’s sake that this is correet, it would no1 rebut
(he basic premise that, even under the GOI"s own classitication system, oaly a limited segment of
toods industries within Indonesia receives the subsidy. Moreover, subsidies are de ficto specilic il
they are limited 10 specifie industries or a specilie group ol industries,"™  Finally we note tha in the
previous investgations of paper [rom indonesia, we determined shat the actual use ol this program
by this lamited number of indusiries met the statstory detinftion of a de fctg subsidy.' For all
these reasons, we continue to find tha the Stempage Progrum is de et spuecitic under section
TTHSANDGEI D ol the Act,

Comment 3 Whether the Stumpree Progrimm Anplics to Purchases of Felled Trees

I1'the Department continues Lo countervail the Stumpage Program, APRIL asserts thal its puschases
of feHed trees froms fong-teem supplicrs are nol countervailuble beeause there is no involvement of
any governmenl auhority in these trunsactions and thus ne financial contribution. APRIL notes tha,
unlike trees Wirvested from its own plintations where it pays siumpage Tees direetly to the GOI,
APRIL dues not interact with the GO with respect 1o (hese transactions. While APRIL may
reimburse the supplier for the stumpage tees, itis the supplier, not APRIL, who pays stumpage fees
tu-the GOL, anel Lhus it would be the supplier, not APRIL, who would receive any alleged benefit
under the Sumpage Program,

The petitioners dispute APRIL'S contention that the GOl does not confer a benefit through the
Stempage Progeam on APRIL S purcliases from long-term supplicrs, The petitioners note that

APRIs reimbursement of stumpige ftes 1o te supplicrs is simply one step removed from paying
the GOI dircety, us APRIL reimburses the supplices the exact amount of government-levied

stusipige fees it would have puid direetly (T APRIL had harvested the felled trees from its own

It
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concessions. Morcover, the petitioners clabin than APRIL s argument is untimely beciuse APRILL

did not report that it reimbursed the suppliers for Uie stumpage fees, rather than paid the fees direutly,
. . . 1

untit verification.'"

Departiment’s Posilion:

We agree with the petitioners that the record is unimbiguous that APRIL reimburses its long-teem
supptiers for the total amount of stumpage fees paid to the GOI Tor the felled trees that APRIL,
harvested.'"! Whether APRI1. pays the fees dircetly to the GO, or indirectly through reimbursement
ofits suppliers’ stumpage, the APRIL, companies receive the henefit offered by the GOI through the
Stumpage Program, Section 771{3)(B) ol the Act does not require that the Department find thal a
single entity received both the finaneial contribution and the benefit to deierming that o subsidy
exists. Rather, the Department must Mind that an authority provides a finascial contribution and hat
a benefit is thereby conferred," Thus, where a government makes an initial financial contribution,
there is no reguirement that the Department also find that the government was involved in the
ensuing transaction involving the procecds af the Mmmeial contribution.”? Here, we must determine
whether the GOI provided a financial contribution and it is undisputed that the GO provides o
financial contribution, standing timber, 10 the APRIL. companies” long-term supplicrs.'™ Thus, the
Acl’s requirement that an smthority provides a financial contribution has been met. A discussed
above, supra sl Section AL Provision of Standing Timber for Less Than Adequate Remuseration,
the Department has construeted a markes-based henchmark to separately determine whether a henefit
was canferred, Accordingly, we continge to include the timber APRIL, harvested from its long-tenn
suppliers in the benefit ealeulation for the Stampage Program,

Comament 4: Whether 1o ncinde APRILs {lagvest of Mixed Fardwood Timber in Culculating
Countervailuble Benefits

APRIL contends that the Departiment should nol eountervail APRIL'S harvests and purchases of
mixed hardwood (MHW) timber beeause ATPRIL dees not consume MEW (o produce the subjeet
merchandise, According to APRIL, ils questionnaire responses and the APRI1L Verificaion Report
provide suflicient record evidence ta demonstene that all wood pulp consussed [o produce uneated
paper was made [rom acacia timber snd nol MHW, ' APRIL concludes that any benerits granted
with respect 1o MEIW apply to non-subject merchandise and therelore are not countervailable in
accordance with 19 CFR 35 1.525(b)(5), which instructs the Department 1o 1e subsidics to the
production or salc of a particular product,

" [y addition, the petitioners argue it the Bepartment shondd connservail APRIL's prrehases ol Telled trees fram
long-term supplicrs untley the Log Exprel Ban even il the provision althis timber is determined not 1o be comtervailable
wnder the Stnmpage Program,
""“ Sue, Lufl. APRI, Verilication Report i VE- 1D, page 2.

* See Seetion 77HS)B) of the Acl.
g in Kitchen Shelving and Rogks o fing ssentervaibing
Duty Deteramingtion, 74 FR 37012 {luly 27, 2009}, nud nccompanying Issyes mul Pecision Memorandum, at Commeu 6,
"™ in this regnrd, as indicated abave, we nole that APRIL reimbusses s long-term suppliers for the
ﬁu_«n_,_::n__?mn—._.ﬁ_ sturipage fees. See APRIL Verilication Repert, at VE-10, page 2,

S tn support al'ils statermcnt. APRIE cites 1o the APRIL IQR, a1 page |5, naul the APRIN, Verilication Report, at page |t
nnd VE-113,
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According w the petitioners, the Departiient’s regubations reguire the auribution of domustic
subsidies to “alf products sold by a firm,™ and the Deparinent may depart trom this rule and altribute
a subsidy onty to certain products sold by o firm only where tat subsidy is “tied (o the production or
sade wl'a particular proguct,™ ' While the pelitioners acknowledge that the regulitions do not define
“tied” in Lhis context, the petilioners nole that, with respeet to unalyzing whether a benefit exists, the
CVD Preamble provides that the Departinent is “concerned with whist goes into a company, such as
enhanced revenues mxd reduced-cost inputs in the broad sense that we have used the term, not witly
whnt the company docs with the subsidy,™"" ‘The petitioners point to a number of cases 0 support
their pusition that the Departiment has consistently included a subsidy in the benefit caleulation
despite the fact that e subsidy was only sltimately used in the produgtion or sale of non-subject
merchandise, where a respondent fails 1o demonstente thaf the subsidy, at the ime of its bestowal
was explicitly ticd solely to non-subject merchndise and acknowledged as such by the granting
authority prior to, or sl the tine of, bestowal, '

The petitioners contend 1hat in this investigation that neither APREL nor the GOF have demonstrated
that the GOI restricted APRIE’s use of MIIW to the production o non-subject merchandise at the
time APRIL procured MUW, par that the GOY was aware at the time of the subsidy bestowal tha
APRIL intended w use the METW solely tor the production of non-subject merchandise. Morcover,
e petitioners assert that the record indicates thit METW can be used 10 produce the subject
merchandise. '™ "The petitioners coneluds that, s APRIL and the GOI have failed to tie the
pravision of MITW 1o nos-subject merchandise within the meaning of the Department’s attribution
regulations, the Departiment should continue 1o include MEW in its benelit cateulations for the
Stumpage Program and the Log Export Ban,

BPepariment’s Position:

While we recognize that the information on the recurd supports APRIL's contention that it did not
use MEW timber in the production of subjeet merchundise, the Department’s consistent practice
reepurires tha the respondent must demonstrate that the subsicly is ticd 1o the subject merchandise in
order 1o exclude goods or services muributable o nen-subject merchandise from the benefit
calculwion,

D" Sue 19CFR 351.525(bY3) and 351.525(LHS Hi).

trative Review; 2052, 80 ¥R 11163 (Murch 2, 2015),
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o,

The Department's peactice {5 to idemtify the prrpase of the subsidy at the tme 1he sutbwidy is
bestowed, and not 1o examine the use or ¢feet of subsidics, Le.. 1o trage how the benefiis are used by
companies.'” A subsidy is determined (o be tied to a particular product when the intended usce is
known 1o the subsidy provider {in this case the GO and so acknowledpged prior to, or coneurrent
with, the bestewal of the subsidy.'2! For instance, to determine whether a Inan is tied to 1 particular
product, the Department examines the loan approval documents. Similarty, (o determine ifa granl is
tied 1o a parlicukar producl, the Department examines the grant approval documems. The
Department’s tying anatysis has been upheld in various cases at the Court o International Trade
(CIT)."2 Ag previously mestioned, (he primary focus of the Sr.#s_.::n_:.

“the slated purpnsc of the subsidy. , . at the time ol bestowal. ™'

s wlteibution regulalions is

in this case, there is no evidence on the record that the GO was mware of APRIL's intended use of
MW timber or restricted APRIL's usage of MHW Limber lo the production ol non-subjeet
merchandise, Morcover, while APRIE, asserts that MHW timber was nol used to produce subjeet
merchandise during the PO, APRIE never claimed that MEIW timber eould not be used to produce
subject merchandise. The CI'T has held that “[a]s long as the subjeet merchandise could be produced,
it is immaterial whether and how such subject merchandise is actually produced,”'? Aceordingly,
for the final determination, we continge o include MITW timber in APRIL's benelit caleulations Tor
the Stumpage Program and Log Export Ban,

Comment 5: Whethey 10 Use Malaysian Stumpape Fees as A Benchimark

in the preliminary determination, we ealeniated a stumpage progesm benefi wsing Malaysian pulp
log export prices of acacia mangium and MW, and Austealian export prices ol cucalyplus
hardwoad chips as henchmarks, We then dedueted harvesting costs, sid profit associaled with
harvesting, Trom (he benchmark data to derive benchmark stumpage prices on a species-specilic
basis. We applied this methadnlogy under the “third tier” ol the benchmark hicrarchy awttined u

19 CTFR 3515 11(a)(2) (assessing whether the governmenl price is consistent wilh market principles),
We rejeeted APRIL s proposal 1o compare Indonesian stumpage fees with the Malsysian stumpage
fees as standing timber (and stempage fees) in ane country are not available 10 users in another
country beeause standing timber cnnnot be traded across borders: anly the logs produced from the
standing timber can be traded. A u resull, there are po world sarket prices for Stumpage 1has can he
considered is a benchmark under the “second tier™ of the benchmark hicrarchy outlined at 19 CFR

2
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ISLILE@N2) (world market prices that would be wvailuble 1o purclissers in the country under
m:E.J.:mm:s_;. .

APRIL contests the Department’s pretiminary detenmination to reject the Mulaysian slumpage lee
information as 1 beschmark, ssserting that the Mataysian government stempage {ee (or levy)

it foemation ** showld be used beeause it smisties the requirements for a seeond tier benchmark
under 19 CFR 351.325(b)YS). Aliernutively, APRIL proposes that the Muluysian stumpage [ee
information constitutes o betier third tier benelimark specitie to the Indonesian fees al issue, as
compared to the indirect, desivative benchmark methodotogy applicd in the pretiminary
determitinion,

While APRIL noles that the CVD Premnble indicites it s world market price is generally not
available to purchasers in other countries if'the good is not teded on aw international basis, *2*
APRIL also points out that the Department alrendy hos relied on Malaysia as the primary beachmark
souree for Indonesian timber preducts or neusons including geographical proximity and similar
wond species, APRIL continues thag, for thase ressons, the level of Malaysian government levies
for Torest products shoutd be comparable fur the purpose of benchmirks for Indonesiin stumpage
fees, APRIL adds thin Madaysian levies may even result in the averstatement of benefits when
eampared to Indunesian fees, because Malaysian timber congession holders wre provided with
infrastructure thin Indoncsiun concession halders do not reeeive, and thys the Malaysion levies likely
include the vatae of the infrastructure improvements,

[1'the Departmest were w Jind that a third tier benehmark is more appropriate, APRIL contends that
the Malaysinn fees are o better benctunark tian an indiveet benchmark derived trom log values, as
the price ul issue is dor the right to haevest timber on public land, rher tian Tor wood togs. APRIL
ciles Departiment practice in CWCQ Steed Line Pipe frome Ching, where tie Department applied Thai
lund values as & benchnwk for Chinese Find vidues, rather tin a derivitive volue, sach gs one based
on banel feasing costs," For the final determination, APRIL proposes tin the Department should
use he Makaysian stite of Sabady Royilly Sehedule as the souree for benchmarks 1o compire lo
the fndonesiun stumpage (

The petitioners contend tha the Deparanent should continue to reject Malaysian stempage rales as a
secord ier benchmark, as it s in (e pretiminury determination and in past coses, because, us noted
abuve, standing timber canot be traded aeross borders; only the logs produced from the standing

timber ean be traded. ' The petitioners also object w the nse ol Malaysian stumpage rates because,
aecording Lo the petitioners, unlike Indonesian stoinpage rates, the Malaysian stumpage rates are not
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species-specific, Further, the petitioners assert thas APRIL has filed to demonstrace that the
Malaysian stumpage rates are market-hased, as required by statite ind regulations, ™™ Finufly, the
petitioners conlend that the Malaysian slumpage royally charge information is incomplute beeause
Malaysia or its constituent stales may nssess olher charges or fees upon harvesting. and because
APRIL has not asked the Department Lo examine stumpage rates from Peninsular Malaysia.''! As o
result, the petitioners state that there is insuficient evidence on the record to determine whit (he
tolal stumpage costs in Malaysia might be, and therefore, the stumpage fees in Malaysia, which
>1m_rm=3vo:msmacn:o_:::_.r.Ed::_n_:u_u_:c?._.an.é:c_:_::.r_.E__:mm_an_mm::c:.

Depariment’s Position:

We agree with the petitioners that there is inadequale information on the record 1o establish that the
royally fees in the Mataysian stites of Sabah and Sarawak are market-hosed, a5 required under
section 771(5)E) ofthe Act and 19 CFR 351,50 1¢a)(2). Therefore, we conlinue cur practice set
forth in the CFS Final and the CCP Final of determining a third tier henchmark for stumpage
according to a specics-specific market-hased price lor logs.

We find no basis to consider the Mabsysian stumpige fees as benchmarks under the Department’s
second tier benchmark, as suggesied by the APREL companics. As we explained in the prelisminary
determination, and consistent with our findings in past cases, standing timber, and its associnted
stumpnge [ees, in one cauntry are not avaitable to users in another couniry because stangling timber
cannol be raded across borders: onty the logs produced from the standing timber can be tradel,
Thus, there are no workd market prices for stampage. i the absence of such world market prices,
we cannot apply stumpage fees in another country as g “second tier” benchmark, '™

For consideration of a benchmark under the third tier, we are not limited o idemitying world market
prices that would be available to purchusers in Indonesin, “Thus, it is possible 1o consider the
Malaysian royally fees on this record as benchmarks for the Indonesian stumpape rates if' it can bhe
demonsirated that these Malaysian government prices are based on market principles. ‘The availalic
information indicales that, as in Indonesin, the Maluysian government plays the predominant role in
the market for standing timbes through the issuance and adinistration of coneession licenses by
stale forestry departments,™ While APRIL subminted information on the royally lee schedules in
effect during the PO! for the Malaysian stafes of Sarmwak and Sabah, there is ne information on the
record with respect 1o how these fecs were established and whether Biey are consistent with market
principles, Wilkout this neeessary information on the reeord 1o determine how the Malaysian
rayalty fees are developed and whether they are consistent with markel principles, we cannot
consider i it would be appraprizte (or net) 1o use these fees as benchmarks for the Bdonesinn
stumpages rates under 19 CIFR 351,51 1{a){2)(iii}. As discussed in detail hebow under Comment 7,

" The pelitioners eile section 771{5XE) ol e Act and 19 CFR 351.51 1{a)(2) i supparl of this positian,

M Phe petitioness refer to the APRI, June A sihenission. ag Lxhibit 1, msd the petitioners’ lune 15, 20 15, sulunissivn, al
pages 4-9, =_=_. Exhibits §, 2, 3, 5, aad 2. for additional information regarding Malaysisn stumpage fees and charges,

" Beg COP Final and CCP IDM, 1 8.

"™ See APRIL Augnst 3 subesission, a1 Exhibit 6. which con 15 o excerpts from “lagdwaol Piipwead and Woodehip
Industry and Teade,” published by Péyry Managemens Considting {Péyey Repor), o page 24 of the report. See also the
diseussion of the Malnysina foresiry management in the APRH, June 3 suln i Exhibit 1. nad the Malnys
lagping industey study exeeeprs in the pelitioness” Jane 3, 3015, ¢ ibis 23,

nission, a1
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wue selected spee

s-specilic log or wood chip prices bused un market principles us the starting poim
lor determining stwmpage rate benchmarks, consisient wilh our methodology applied in CES Fing)
anel CCP* Final,

Conunent 0; Whether (e Fos

port 1an Constives o Coumervaituble Subsidy

It the Preliminary Determipation the Depirtmest Tound that the GO provided o linancial
comribution that benelited APRIL through the Log Exporl Ban program by directing and entrusting
privite forestry/harvesling companics 1o provide goods (ie., jogs) 10 domestic purchasers,

APRILIGON™ arguc that the Depariment should (nd tat the Log Export Ban is not a
cotntervailable subsidy beeause there is no evidence that the export bun has created an artilicial
market for tow-value pulpwood. APRILAGO! maintain that, because the export ban is elearly
directed al the pratection of high-value woad from nalural Torests, nol pulpwood grown in
plantations, it does not impact the prices for the low-valuefresidual putpwood and chipwood used by
APRIL.™ APREAGO! add that the fact thi 3 primitive downstrenm praduct (¢.g., wood ¢hips) can
be expurted lvom bndonesia demonstrates thit the Log Export Ban is intended to protect Indonesia's
naturil hardwood forests,

Fusthermaore, APRIL/GO! assurl than the reeord ol this investigation is memning fully different from
those i the previous cases. First, aeeording 10 APRIL/GOL, the GO listed 26 other countries that
impose limitations on Lthe exportation of logs, and specified the particular form of limitation adopted
by each eountey, thus corroborating the GOI's response that export bans in effeel during the POI also
extended t products in other sectors,™ Seeond, the GO subimitted 1 2014 study regarding the
saciad und economic impact of the Log Export Ban in support of the GOU’s beliel that, in the absence
ol the Log Export Ban, irrational overcutting und illegal logging wauld, in the tong term, cause
domestic prices o drop below the current level, " Maore importantly, according to APRILIGOL, the
study delines the term “wood processing indusiry™ in o manner consistent with GOF information that
the fursiture industey alone is responsible for 75 percemt of the impuct of the Log Export Ban,
Finally, APRIEAGOL sulsnit tha, untike the previeus two Indonesia cases, the GOY altowed the
expertation ol woadehips, chipwaad, and pulpwoad during the P01 in this proceeding, According 1o
APRILIGOL, the ability 10 export these products during the PO refines the petitioners® argument
beeause, given the low vabue-udded nature of the chipping process and the prevalence of
imernational trade in woodchips, any protectionist intent regarding Lhe pulp s peper industry
woubd be rendered inefTective due 1o such u larpe loophole.

I addition, APRELAGOF argue that, il the Depurtment countervails the Log Export Ban program, it
should not countervail APRIL SRAPE’s puschases [rom long-term suppliers beeause such puschases
are nof subject to the Log Export Ban, APRILAGO! madstain thit no autherity is involved in such

o
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transactions — they are purely arrangements helween privite putics. Morcover, APRILIGO! eorend
that there is no factual basis to analyze the long-lenn supplier purchases under the Log Fxport Bin
becanse the scope of that program is Hmited 1o Jogs purchased by the mandatery respondents, while
RAPP’s long-lerm purchases are for unprocessed trees, which the Depariment TCCORNIZLS e
different than Jogs. APRILIGO! continue that what RATP purchases from iis fong-teem suppliers is
the right to felled trees, which must also include the gramsting ol right o access the Jane.
APRILAGO! argue than the right to fetled trees abiained by RAPP is neither tradalle sor subject 1o
any GO restrictions as 1o private transfers, adding tsat this right cannot simply be exported and thes
excreised ina forcign comntry. In addition, APRILAGO! maintain that the Log Export Bae [ails the
government-provided financial contribution element hecause (he requirements for govermen -
entrusted or direcled subsidy are not met. Becnuse there are no GOF restrictions an the privite
transfer ol cut trees, APRIJGO! elaim Gial one eannot argue that the same requirements have been
met with respect Lo the right recly transferred by the long-term suppliers,

Finalty, APRIL/GO argue that the Department should find that the Log Export Ban is not a
countervailable subsidy beenuse there is no finsmcial contribution by an awtharity, and no
entrustient or dircetion ofa private entity by an authority to make a financial contribution,
APRILIGO! reason that for this new clement ol n countervailable subsidy 1o bave any meaning, the
entrustiment and direetion prong ol the “authority™ analysis must entail express government
delegation and require onc of the preseribed forns of finmeial contrilwgions {e.g.. provision of
goads or services to certain selecied beneliciarics, 10 be an intended result ol the government sclion
complained about). According to APRIE/GOI, i mese effects on privite parties aee sullicient, that
would open the door 1o the countervaiting of benclits frons any sort of farmal government measures,
segardless ol whether it s in a specified form that constitutes o linancial conteibution. n addition,
APRIL/GO! contend that government dircetion or entrustiment must be intentional - it cannot be
based on transfers of financial resources that are an inadvertent resull or a mere by-product of cer
government action,'™

The petitioners protest that. despite APRILs repeated acknowledgement that it purchased logs from
unaffitinted suppliers, alt of those supplicrs are presumed to be covered by the Log Export Ban, and
that there are no exceptions to (he Log Export Ban, APRH, now claims the opposite. In its pre-
preliminary comments APRIL argued that the ban did not distort the market for plantation logs
because the GOI permits the exportation of' a fusther processed product made from such plantation
logs. which APRIL inlerchangenbly relerved to as “wood ehips” and “chipwaod.” ™ Fhe GOl stated
that it is not illegal to export “wooadehips,” “chipwond,™ or “pulpwond” from Indonesia bus,
according Lo the petitioners, oflered no evidence to support these statements and no delinitions of
these terms. ™ The petitioners maintain, however, that the list of dewnstrenm wood products that
can be exporied, which was provided in response 10 n supplemental questiomnitire, does not include
wood used to make pulp, as the GOI's use ol he term pulpwond originally impticd. "' The
petitioners contend that, while the translatinn of the sehedule of permitted export produets submitied

M See Issues amd Decision Mewomndum CI°8 MLt page 32 ("the heneliz of the fog export bin 1a the dowastrens
consumers, as neted in the stadies, cannat rensonahly be considered inndverient or a mere ly-product af' the han™.
::E APRIL Jung 16, 2013, sulunission, al pages 19-20 nid n, 32 APRIE Jung 3 subimission, at Exhibit 6,

Y see GOISQRI, al papcs 5+,

" Bee GIOI dnly A0, 2015, supplemenial questionnin respanse. of page 3 usul Bxhihit §2-7 m Arehment 1 Groug (3,
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by the GO contains the word “prlpwond,” the wiality of Uie evidenee demonsteates that tis relers
to putp mile from wond, a5 opposed to wood used to make pulp, Thus, the pelitioners believe that
any referenees o putpwood in the translations of this inenstere should be understood 1o relr to pulp,
not woud, Moreover, the petitioners eite other record evidenee whieh they cluim confirms that alt
three of the itens — wood chips, chipwood, und waogd pulp — are downstream wood products
processed from logs, and do not inchide the types of Togs thut APRIL purchases from it unaltiliated
suppliers, "The petitioners argue thal, regardless of e nature of the wood purchiased by APRIL, itis
clearly covered by the Log Export Ban,

Willr respeet o whether the Log Export Bun provides a countervaitable financial contribwtion, the
petitioners clsim that although APRILAGOT wrgue that entrustment und direction can only oceur
thraugh explicit delegation of government suthorily, they cile no provision of the statute, repulations,
ar pring cases to suppont their proposition, The petitioners note tht APRIE/GO! claim that the
purpase of the export bar is 10 protect forests, as opposed to subsidizing downstreum producers;
however, the petitioners alsu note thut the policy instituting the bun direily states thal one of the
reasans expurts are peohibited is (o develop downstirenm industries in Indonesin, ™ In addition,
wlthenagh APRIL/GO! elaim that the ban does not suppress log prices, or prices are only suppressed
to benefit woad processing industries olher than the pulp and puper industey, the petitioners argue
that the record shows it the Log Export Ban signilicantly suppresses log prices in Indonesia, thus
benchitting all log purchiscrs regardiess o the downstrenn use of the log, Finally, the petitioners
retine APRILAGODs eluim that the fuct that downstream produets such as wood chips are permitied
1o be exparted shows that the Jog ban does net conler o benedit 1o downstream products, urguing that
the fret that upstream logs are not aflowed 1o be exported while downsiream products can be
exported only conlirms that the ban provides o linancial contribution,

Depuctment’s *osition:

FFor the rensons stated abave wider V. Analysis of Programs, we continue to find the Log B xport Ban
10 be o countervailable subsidy, As we stated in the PDM, the GO contirmed that 1 ban on the
exportation ol togs was still in effeet during the PO1 of tis investigation, althouph under & new
Ministry of Trade deeree.™ While the petitioners und APRIL dilter regarding the proper lranslation
of the fless exempted front the GOES Log Export Ban, the 1ist ol downstream wood products
permitied to be exporied does not inchude logs or wood used 1o make h:_:u. Thus, while it was not
iflegat 1o export certain dewnstrenm wood produets during te PO, ™ the ban on log exports
remained in effeet, amd the record is elear that the APRIL companies purchased logs, sol wood chips,
duging the POIL M which are covered wnder the Log Export Ban, In addition, as discussed above, the
recort shows Uil the Log Bxport Ban’s ¢lfect is to grow the wood processing industry, to encourage

. . ' - n . - 3 - .
processing industries in Tndonesia, and 1o suppress prices in Indonesia,"*™ As sueh, e finpncial
7 Seg Regutition Na, dM-DAGIPER2012, anachel 10 GO IO, oL Exhibit 15,

b GOEIQR, sl page 33wl Exhilit 15, sl GO SQR nt pages 5-6
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contribution by the GO! through entrustmient or direction o' Jog supphiers cimnol reasonably he
considered inadvertent or wninlentional. '

With respect to APRIL/GO!'s argument that, beeasse the export ban is dirceled al the prolection of
high-value wood from natural forests, nol pulpwood grown in plantations, it does not impaet the
prices for the low-value/residual pulpwaod and ehipwood used by APRIL, we note that: B APRILL
purchased wood from natural Torests as well ag wood from plamations during the POLE™ and 2)

APRIL’s pricing argament relates to the downstream waod praducts, not logs covered under the Log
Export Ban,

With respect 10 APRILAGO!'s claim that the Log Bxport 3an does not suppress log prices, as
atlegedly supporied by stedies that APRILGO! placed on the record, "™ the petitioners paint to
other information on the recoed that eaniradicts APRILIGODs assertions and indicates (hat log prices
it Indlonesia are far below regional and internatiooal prices, ™ In particolac. the GO's own
commissioned study concludes that *{t}he Indonesian gavernment should consider tiking measures
lo increase domestic log price, which is ewrrently mueh clienper than the price in the intemationa
market. Repeal han {sic) on fog exports will inerease domestic log price™™! (cmphagis

added). APRIL's argument to the cantrary relics on a statemient in another GO study that fong term
log prices would deercase in the absence of the export ban, possibly beeause higher prices could spur
iHegal logging and irrational “avercuting.”'™ lowever, the same paragraph ol that study concedes
that “high intemationad prices {are} prevaiting at this time,” and therefore, at least “in the sho 1enn,”
Indonesian firms would “enjoy the revenue (ram the high price of logs™ il the ban were Tifled, Thus,
this June 2014 study concedes the price-suppressing effoets ol the Log Bxport B during the

POL The study’s Turther proposition that “in the long term the price will go wnwards o new
equilibrium {and} can even be smaller than the original domestie prices” ™ is ool relevant w the
POL, and in any event is not ferther explained. Accordingly, we continue 1o find that the Lag Exporl
Ban distorted prices in the Indonesian market during the PO

Finally, with respect to APRIL/GODs argument that, il the Department eonntervails the Log Hsport
Ban program. it should nal countervail APRIL's purchases frowm long-term suppliers because such
purchases are not subject o the Log Export Ban, we desermine that these purchases are properly
considered under the Stumpage Progeam, See Comment 3 uhove,

Comment 7: Sclection of Timber Benchmark Values

In the preliminary determination, we based henchmark prices for purposes of detersining benetits
under the Stumpage and Log Fxport Ban programs on Malaysion pulp log export prices ol aencis

" See CFS IDM, nt page 32

Mhgee e, APRIL Verification Repast. nl VIE-26 anel V1E-24
7 See APRIL Case Bricl, al page b

M See Petitioners Case Briel, ot pages 18-19. citing the Perition ae EV-222 nad GOl June 22, 2005, 2! Supplesnental
w:nm:.o_:_aqn Response (GO SQR2). ot Lxbibit §2-6 mul 82-8,

¥ Soe “Assessment On The Revocalinn Of xpart Ban And Export “Tas Iinposition On Eogs In Plantation 1o,
indonesin,” Paper prepared for Directorate General of Farestiy Munagement Ministy of Ferestry of Repnlilic of
indonesin, of page 27, submitied in GO SQR2. nt Iixhibis $2-8,

1 geq GOI SOR. at Exliibit §-12. pges 7-8.

153 Id.. nt page 7.

maagium el MW derived from the Global Trade Adas {(GTA), and Auseralian expotl prices of
eucatyplus hardwood chips. APRIL srgues U, Tor benchimaek prices based on log values, the
Department shoutd apply  dilferemt set of benehmarks, APRIL stresses the importunce of
identifying a beschmark that corresponds 1o the type ol wood consumed Ly APRIL, asserting that
pulpwoad conswmed 1o produce the subject merchandise is fundamentally different than wood jogs
used] for high-value applications such as furniture and Nooring manu fieture, '™

APRIL contends Lhat the Malaysiin expont prices used in the preliminary determination sre
distortive beciuse roundwood-bised export vatues ure aberrational gid unrepresentative. According
1o APRIL, pulpwood is u thinly traded product and, due to u supply shonage, exporl prices arise
trom & very dilfferent context than the prevailing price iu the domestic market, so th the
ransactions giving rise  the expurt values are not comparable 1 the government provision of a
goad or service in the domestic context, Furthermaore, APRIL usserts that the Malaysian export
statistics include varlous 1118-code misclassifications. In addition, APRIL mainiaing tha putpwood
is rarely traded internationally snd it has kargely been replaced by trade in woadchips, %

&

For the linal determination, APRIL propases new benehmark values for acacia mangiem based on a)
1he vidue o' Malaysian export price stalistics for woodehips: b) the avernge value of Indian imports
ol wondehips from Malaysis and ol Japanese woodehip imparts from Vietnam; or ) market survey
prices for Mataysian pulpwood, corruborited by the wnit value of Mataysian exports of pulpwood Lo
Inclia. ™ 1Fthe Bepariment rekies on i woodcehip benehmmk value, APRIL adds that chipping costs
and a reasonubie prolit should be deducted from that value, bised un RAPE's ewn chipping costs, or
average Awstradian chipping cost and profit dat, '™ For cucalypius, APREL proposes new
benehmark vidues bised on Thai export price statistics for weadehips, South Alrican woodehip
prices, or Austradian export price stutistics, adjusted for chipping costs and profis, '™

With respeet 1o MIEW, APRIL asserts thut the Malaysian export statisties vidue used as the MW
benehitark in the preliminary determination should not be used beeause the undertying statistics
relate Lo high-vadue siwlogs and veneer Togs. APRIL notes tha theve is Jile available inlormation
for valuing MEIW products appropriate for pulp making due to signiticantly reduced world demand

for this pulp input. Instead, APRIN. proposes o benchmark vadwe for MEIW based on the average of
the e

and eucalyplus benehmark values, adjusted by cither the diseowmt percentage observed for

(R

AFREEL includes o detailed discussion of the velevint wood types at puges 25-32 of the APRIL Chse Briet,
188

APRIL disensses waed wale and 1UTS lussilkention fssues in dewndl m pages 32-46 af the APRIL Cuse Brief. To
suppert its negenent, AURIL cites the 2005 RIS Tuewmatiosnt Palpwosd Trade Review” (RIS1 Report), submitted in
the June 3 Subimission, at Exhibit 6, and excerpis lrom the Péyry Repon,

Heg APRIL Case Bried, mpages 46:33, APRIL submitad the Mabuysing wouodchip expon price dutn at Exhibit 7 of
the Angust 3 Subimizston; tse ldiin nnd it import values at Exhibit 5 of the Avgust ¥ Subimission ind page 28 of
the RISE Report, vespectively: s the Maiysion palpwoeod priving data at page 23 of the Péyry Report.

5T See APRIL Cuse Bifed pages 4306, RAPP's chipping cost diti was reponted st Exlibit 17 of'the August 3
Submissiom. inn ehipping cast informativn was included i dic record at Atachiment 5 of the Preliminury

stion Memarwmdan, APRIL eiles 10 page 16 o te Phiyry Report for the estismed chipping profit percentage.
Sue APRIL Cuse Heief, ot pages 53 - 60, APRIL submmitced the Thai export price data nt Exhibit 10 of the Awgust 3
Sulhnission. the Souh African price m poge 28 of'ihe RISE Repors, aus) the Austrabian export siatistics ot xhibit 13 of
the August 3 Suln
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MW in the Malaysian wood trade, or the Sabah state royalty lee difference between naturd forest
pulpwood and plantation forest pulpwaod, '’

‘Fhe petitioners support the Depariment’s selection of timber henchmarks in the peeliminary
determination, citing the Depariment’s finding in previvus Indonesion paper cases that nvailable
Malaysian pulpwood log export prices are a relinble proxy for estublishing a third tier, narket-based
benchmark for stumpage and log purchase prices. These priees, the petitioners continue, represent
market-determined palp log prices based on prices from private irnsictions between Malaysian pulp
tog sellers and pulp log buyers in the international market,"™ 1lowever, the petitioners stne that,
with respeel te the benchmark for the acacia sub-speeics, acacia crassicarpa, for which the
Department was unable to identily a specific benchmark in the preliminary determination and used
the average of the acacia mangium and euealyplus benchinarks, the Department should use the
acacia mangium benehmark as APRIL reports that the two species are comparable and that APRIT
does not differentiate between them in the pulpminking process,"™! For this reason, the petitioners
also assert thal the acacta mangium henchmark atone, rather than the average of the acacia magium
and cucalyptns beachmarks used in the preliminary determination, should be applicd to (he benetil
caleudations for APRIL's purchases ol unspecificd neacia tmber,

The petitioners dispute APRIL's assertions regardiog the 111S-code misclassifications that APRE,
contends make the GTA data for acacia manginm prices uneclinhie, '™ The petitioners also contetd
that the 2034 GTA export prices for acacin manghun and MW pre nol aberrational, as APRH,

: L) . . &l
claims. when compared to pricing hased on the relevant 1118 eodes in reeem years, '™

With respect o APRILs proposals 10 use heachmarks based on woodehip prices, the pesitioners
objecl, stiting that logs, not wood chips, are the products aftected by the Log Export Ban, and logs
are the closest things (o standing timher that ean be seld in the world markel, Wihile the petitioners
concede that the woodehip trade may he more pralific than the pulpwood fag srade, a5 APRIL wd
the GOI suggest, he petitioners emphasize that it does nol mean that the wondehip and pulpwvood
log markets are interchangeable, Moreover, the petitioners assert there is still an internationad
markel for pulpwood logs, Shoutd the Depastment nevertheless decide 10 use woodchip prices &
benchmarks, the petitioners contend that the Department should not introduce further distortions inte
the analysis by deducting chipping eosts and profit from the woodchip p L 45 APRHL advocales,
or if such adjustments were to be made, the Deparunent should rely instend on APRIL s stated
chipping costs. As further detailed in its rebuttal brief, the potitioners raise additional objections 1o
APRIL's proposed aliernative benchmarks [or acacia mangium and MW, bised on aclors such as
the “hodgepodge™ nature of the data scteetion and the Inck of species speci ficity. '™

3
W

** See APRIE, Crse Brict, m pages 61 - 66, APRI, cites (o page 16 al'the Pdyey Report for infonnation on the MITW
market and at page 23 for the MITW discaunt percentage, The Subah Royalty Schedule with e different fees ¢ rped
for natoral forest pulpwond and plasintion pulpwaod wis sihetinied 11 Exhibit 18 of the August 3 Submission. At pages
22-23 althe APRIL IQR, APRIL explning thal MW is sourced only ko satueal forests before phantaions nve
devetoped. and subssquently ncacin Irees nve harvested on those pln
I Se¢ CFS IDM, nt page 20: and CCP HIM, t prge 10,

) Seq APRIL Jnly 30, 2015 ipplemental sqmestionnaire sespanse (APRIL SQRZpED, at page 4,

T See Petitioners Relweltnd Brief, nt pages 34-37 for a more detsiled disenssion ol the petitioners” rebwiml msmbysis
concesiing APRIL's abjections ta the GTA nencin export price dain,

14 a1 pages 37439,

.., nt pages 45-47 nnd 49-56,

ions,

Wil respect 1 the eueulyptus bhenchimark value, the petitioness do net object 1o the Austrian
woodchip price benchmark used i the pretiminury determination, b they assert i the
Departient should revise its conversion of this benchuinurk value from a “bone dry metric ton”
{BDMT) to cubic meters by using cither the conversion factor Tor “Dense Hardwood Residues,”
rather than that for “Wood Residues” from the Global Wood *Timber and Technology Center,” or
the series of conversions rom BMIYT w “bone dry wnit” {B1DU) and BDU to cubie meters from the
RIS1 Report.'™ 1 uddition, the petitioners state that the 2012 Australian cucalyplus benchmark
vilue should be adjusted tor inflation 10 a 20104 level using Indonesian inflation rates published by
the IME M The petitioners dismiss the aliernutive cucabypius woodchip benchmark values offered
bry APRH. because they claim none of them are specivs-specilic to plantation eucalyptus; the
reported wnit of measuremment for the Thai export price data is unclear; the source for one of them,
Soulh Aftica, is nol geographically ose to Indonesiag and the record does not establish (ha South
Aliicn’s forest conditions, elimute, and tree species are similor 10 those of Indonesin,

tn rebuttal to the petitioners” ease briel arguments, APRIL disagrees with the petitioners regarding
the applicatiort of the weacin mangius benchmark to unspeeified seacia purchases, stating tat it
does not distinguish its purchuses of pulpwood s the subspecies level, '™ and there is no evidence on
the tecord thal its purchases of unspecified acucia Jogs are more compiruble 1o acacin mangism than
o cucalyptus, APRIL abso contests the patitioners’ proposed adiustments 10 the Australian
cucalyplus benchmark value used in the preliminary determination, i the Department were to rely
on thal benchmark for the final detenmination, APRIE contends that the BDMF-to-cubic-meters
canversion [retor used in e preliminary detenninuivn is more appropriate tan the petitioners’
Hernutive, Based an infaemation on the seeord, ™ In wtdition, APRIL opposes the petitioners’
suggestion w inflate e 2012 Auvstralian euculyplus woodehip benchmark using Indonesian inflation
sales, stating that the Depactinent should eleet 10 use one of the more contemporimeous benchmarks
advacated by APRIL, or il relying on the 2012 Austradian price, the Deparunent should consider the
fact Urat the informution on 1he record indieites that world cucalyptus wood ehip prices have
declined since 2012,

Department’s Position:

Based en our analysis ol the record information, and the separate eriteria for determining 1he
benehmirk prices for caleulating the standing tmber buesschmark price under the Swmpage Program,

pwativn of our conversion from BIXM'T 10 cubic
ivn fhetors dizeussed by the petitioners wre inclucded

" Seg I imisncy Calealinivn Memorsndom, e pages 3-4 o
The Glebul Wood ber wnd Feelimalogy Center™ conv
o5 Atichaeent 3w the Prelimisry Calenlntion Meewcamdun, The BMET-BEU and BDU-cubic meters conversion
clurs ire nl poages xix and xxi of'the RIS Report wnd expluined i more demil mpage 6 of the Peitianers Cuse Briel,
" Thie petitioners placed IMF inllation re dut an tee recosd at Exhibil [V-29 of the Petition, ind Exfribit 27 of the
Pentivners” June 3, 2015, submission,

e Beg APRIL SQR2pt, ot poges 5-6.

M APRIL provides o wore detiled aratysis ol the BDMT conversion fuctor it pages 3 - 9 ol the APRIL Rebutol Brief,
" See RIST Report, al pages 267 - 271, AFRLL June 3 subunission, a Exbilin £, and the petitioners’ June 15, 2015,
sushapisgion, at pigges 4=, wnl Extiliig 1, 2.3, 5, ol 7, for audditional informution regarding Maolaysing stumpage fees
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and the Tog purchase price benefimark under the Log Export 3un, we revised our selection of
benchmark prices for acacia mangium stunding timber and log purchases, and eucalyptus standing
tisaber for the final determination, Specifically, for the acacia log benchmark price under the Log
Export Ban, we continued (o reby on the GTA export statistics for Malaysia bt with additionat 1118
categorics. For calentating the benchmark for acacia timber under the Swumpage Progeam, we used
the acacia price survey information (rom the Piyry Reporl. For calendating the benchmark for
cucalyptus timber under the Stumpage Program, we relied on the GTA export siatistics for Thaitand,
Duc to the lack of reliable, ablernative warld- or market-based prices for MIIW, we comtinue o base
the benchmark prices for MITW under hoth the Stumpage and Log Fxport Ban programs o the GTA
export statistics for Malaysia, The bases for these delerminations are detailed below, I addition,
we made cerfain revisions to our adjustments ol the beachmark prices, as discussed further below in
response to this conment und Comment 8.

In the preliminary determination, as in the CCP Final, although we based our benehmark price
selection under different criteria for the Stumpage Program and the Log Iixporl Ban (Le,, third tier
benchmark and second tier benchmark, respeetively). we used the same benchmark price for each
log species to caleulate the respeetive countervailable benefit, For the final delenmination, our
analysis results in the selection of a dilTerent price lor neacia magniom lngs 1o derive the stumpage
rate benchmark than the price for benchmarking APRIL's purchases of ncacia logs from short-tenn
suppliers,

A. Scleetion of Benchmark Prices Under Tier 2 for Log Export Ban Benefit Calenkations

As explained above, we identilied the appropriste benchmark log prices for benefit malysis under
the Log Lixport Ban in accordance with 19 CFR 51 Ha)2)(ii). where we “seek 10 measure the
adequacy of remuncration by comparing the government price to a world market price where it is
reasonable to conclude that such price would be availabie to purehisers in the country in question.™
For world market prices, our practice is generally to rely on export prices, such as the average wil
prices derived from Malaysian expart statistics reported in the CGTA, which we used in the
preliminary determination and in the CCP Final, The Depanment noted in CFS Final and CCP Fingt
that Indonesin and Malaysia share o geographic prosimity and the similaritics of forest conditions,
climale, ind tree speeies. In those proceedings, as well as in the preliminary determination, the
Department found that the public export statistics of Malaysisn pulpwood reporled i the GTA are
reliable for establishing a henchmark under the “second tier” us a world market price that would be
available to a purchaser in tndonesia,

The APRIL, companics offer prices based an exports of aeicin woodchips as their preferred source
for a benchmark lag price. duc to reports ol limited ineraational trdde in pulpwoad and faclusion of
higher-value acacia produets within the 1178 categories for logs in dhe GTA data for Malaysia,
However, APRIL provided information lor the record identilying shipments of Malaysian acucin
sangium pulpwood logs to [ndia that demanstrates pulpwond is | in fact, traded across international
borders, and moreover the GTA dala include exports ol acacin mangium pulpwood (afthough these
exports were reporled under an 1TTS number nat inchded in the Malaysisn GTA-based export value

_ T . . 171 e . .
used in the preliminary determination).”™ As this informution demunstrates thal e available record

information includes world murket prices for neaciz pulpwond, we find uo basis to reject the acacia
log pricing datz in faver of acucia woodehip pricing,
Al the same time, APRIL, has identified diserepancies in the 1178 catepories relied upon in the CCP
Einal and the preliminury determination lor acacia logs, based in part on changes in Malaysia's
application of 117'S calegories since 2007,' APRIL provided an sliernative eneulation for an
acaciu benehmark price derived from GTA data For Maluysin that inchudes exports under additional
118 categories. ' “Phese duta inelude the Maluysiun exports of aeacin mangium pulpwood to Indiu
specitically identificd by APRIL and deseribed nbove, Beeause this eabeulution represents a broader
more fobust average unil price, we lind this value [rom the GTA export stistics for Malaysia to be
a more representative price than the preliminary deternninution value for acucia mangivm logs that
watlld be available 10 purchusers in Indonesku, consistent with the benchimark selection criterion
under 19 CFR STHa)2)(iE), Accordingty, Tor the il detenminativn, we are relying on this value
lrom APRIL's June 3 sulimission as the benchmark price for acacin 1o determine the benefit APRIL
received wnder the Log BExport Bin, In addition, we ogree with the petitioners that 1his benchmark
value for nencia manginm logs should atso be upplied to APRIL's purchases ol neacia lops not
identiliod by subspecics, based on APRIL’s explanation tat the scacin subspecies in question are
similar e comparabie,'™ Furthenmore, we note that, while APRIL. did not specily the acucin
subspecies in its questionnaire responses, the actual invoices and accounting records indicate that
these purchuses were mostly or entirely of acacia mangivm, '™

13

For i MILW benchmurk price o compire APRIL's purchases of MHW fogs, the only world markel
price tor MITW Tags on this record is the Malaysian GTA export statistics-bused price used in the
preliminary determination. As we noted above, B Depiriment has found his souree 1o be reliable
i past Indonesia puper cases [or establishing u “seeand tier” benchmirk price for MHW, While
noting APRIL'S objections to using this price information, we do not believe thut they provide »
sullicicnt busis Lo rejeel this MEW benclimark price given our pagt acceptinee of the Malaysian
FTA export statistics and the ahsence of wy ather approprinte allernative wnder Tier 2. Fhuys, for
the Jinad determination, we conlinue o rely on the Malaysian GUA dus for the MW benchmark
price lor purposes al caleubisting APRIL'S benefit wnder the Log Export Zan.

B, Selection of Benclimark Irices Under Tier 3 for Stumpage Benedit Calculations

Owr selection of benchmirk prices e measure APRIL's benetit under the provision of stnding
timber for less than adequite remuneration is bised on u dilTerent erilerion than that for the
benchmarks to measure beachuis wider the Log Export Ban, We expluined above wider V. Analysis
ol Programs that, beeause there were no market-determined prices For stumpage in Indonesia during
tire POL and there is no evidence on the recond of wordd market prices for stancding timber thit would

See APRIE Cose Briel o pages d 1 and 51-52, eiting APRIL’s August 3 submission at Exhibit 5, and the RISE Report
al page 55,
Bl pange
" See APRIL's
tlalaysin using
m
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ved from the GTA duta for

The wverage wnit vulue for nenein logs «
Vo entegorivs is showe ot page | ot the exbibit,

S APRIL s SQR2pall, m1 page o,
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be available to purchasers in ndonesia, we are meisuring the adeguacy of remuneration by assessing
whether the government price is consistent with market principles (Ee.. the “third ter™ as deseribed
in the Department's regulations). Consistent with our practice in CE§ Finad and CCI? Final, we
determined a market-based stumpage benchmark on the principlie that the market value of timber s
derivative of the vaiue of the downstream products, Accordingly, the vakie of a standing tree is
derived from the demand for logs produced frem that tree and the demand for fogs is, in lum,
derived from the demand for the praducts produced from those Togs. Consistent as well with our
practice in CFS Final and CCP Final, we detennined o henchmark for stumpage derived from 3
market-based species-specific price for logs or, in the case ol cucalyptus timber, wood chips,

For determining a stumpage benchmark e acacin fimber, in addition 1o the Malaysian GTA export
price data. the other appropriate aption on the record is (he pricing for scacia pulpwond oltained
part of an independent markel study of the pulpwond and woodehip industry in Makaysin, The firm
conducting the study explained that it “undertakes routing research and survey of Acacii prices in
Malaysia, It’s {sic) most recentl market survey was undertaken in Malaysin in Murch 2014,
Surveyed at mill gate prices for Acacin pulpwood ranped between USIIAR-S4/m” with an ave e ol
USDA6/m™ " Our analysis of the Poyry Report, as well as other record information concerning the
Malaysian timber industry,™ supports 1 finding that these observed prices relleet private party
transactions bascd on markel prices, There is no information on {he record to chatlenge the
aceuracy or relinhility of this market study, nor do the petitioners provide any basis to chatlenge the
accuracy or relinbility of it Furthermore, there is no information on the record 1o indicate that log
market in Malaysia is distorted.

Morcover, the Payry acucia pulpwood pricing reflects 1he speeifie type of acacin timber harvested by
the APRIL companies,'” and docs not include prices for acack logs 1o be consumed oulside of the
paper industry, The data also represents acacia log prices al the mili gate, thus we do not need 1o
make adjustments for freight expenses, as we would need tn dn with respect Lo the GTA export price
data from Malaysia. Accordingly. in this instance, we find that the Poyry Repor prices are more
appropriate than the Malaysinn G'TA export prices as starting prices for enleubiwing the acncia
stumpage rate benchmark. Therefore, for the final detesmination, we wsed the average ohserved
price in the Péyry Report as the acacia log benchmark price, For the reasans stated shave regarding
the similarily mnong acacia subspecics, we used this beselmark price o caleuliie the slumpage rate
benchinark for balh acacia mangium and acacia cressicarpa,

For MEIW. APRIL proposed using the information in the Payry _ﬁc_u:: 10 estimate n MW

pulpwood price according to a discount applicd to the acaeia price. ™t conrast 1o the acacin nr
from this swdy, which relect actual prices observed for acacin fogs, the MITW price fevels ¢
on estimates, Such catimated prices are not necessarily grounded in market experienee sullicient 1o
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" See Pisyry Repois, ni page 23,
16

See RISI Repart, of poges 186-189; APRIL'S August 3 Subrission. st Eshibit (8: Petition
submigsion. ol Exhibits §, 2, 3, 5, and 75 ond APRIL June 3 submission
177 Sce. gz, APRIL IQR, 0 pages 22-23. ind Paiyry Reporl, sl pnges 6,
7 Seq Poyry Repor. a1 page 25 (“Bascd on e limited markets amd gvidence available Piyry belicwe o Giir market
price far MHW chipwond ifit was 1o be teaded Fram Malaysin it would he st arosnd 15-25% discou 1o Acncis

plamimtion puipwonil. This wonld indieate n price i the sunge of US1230-35/m 0 millZport gote Tor MW chipwaad i
Mnlaysin. ™),

Juse 15, 20115,
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satisty the Tier 3 regulitory requirewent of i market-based benehmark price. As a result, the most
approprinte sowrce [or the MHW stmpage benelit benchmark is the same Mualaysion G'T'A export
price used in the preliminary determination and tor the Log Export Ban price benchmark in the fnag
determination, as discussed above. This beneliesark price is un exporl FOB price. Accordingly, lor
the final determination, we adjusied this price w deduet nfand lreight expenses (as discussed below
under Comment §} that wauld be incurred Lo deliver the MITW lugs lrom port to mill,'?*

For cucatyplus, we relied on 2012 Austrslion export prices of wood chips as the best available
information for tis stempage rite benelmark in the prefiminary determination. We huve ndditional,
more contemporaneeus, information on the record for the fingd determination. Rather than jalate
the 20H2 Austratizn export prices 1o PO1 levels, as the petitioners propose, we consider the 2014
Thot and Australian export price duta to be superior for benclimark price purposes as they are
contensparaneous with the POL However, the Austration export price data is based on an 1S
category Wit muy inchede othee species besides cucalyptus, ss noted by the petitioners, while the
Thai export sitisties wre bused on o specific eucakyplus ITTS eategory.”™ Given both their
conlemporaneity and their speeificity, we selected the 2014 Thai GTA e salyplus woodehip export
price data as the starling price for determining the eoedypius stumpage rate benchmark in the finad
determinatios,

The unit of measurement reported for the cucal yptus woudehip exports in the GTA statistical data is
kilagrams,"™™ “The petitioners’ ubjection t the selection of this price information for the cucalyptus
banclwmark is that it is unclear whetier this weight measureiment retiects 3 *Bone Dry™ weight or
other type of weight measurement."™ APRIL refers t other information on the record Lo support its
sumption that the G'UA dun ure on o Bone Dry busis, eiting in particular the RISE Report BROMT
tigure for Thani cucilyplus woodehip exports in 2034 as “peneratly consistent” with the GTA data, ™
The sooree of the Thai export stutistics is the Thai Customs Depariment; the RIS Report cites
Pulpsvood resomvee swners, wowd fiber export companics, trading companies and end-users as the
souree for their export trade data, "™ "Phis diTerence in sources for the export data may gceount, at
1t in part, for the dilTerent quantity twtals reported in 1he twe seis of data, According to the RIST
Report, *“{tyhe primary internuional pricing unit used by exporiers and imporlers has traditionally
been ... US dallurs per BDMT (tor the bardwoud trade). ™ e only other metric weight
muastrement agplicuble to wood chips discussed in the RISE Report is Green Metric Tons (GMT).

(LT3

iy Muemoraadum, In the nbsenee of il
cosls hebween por smd mitl, we used APRIL s
Sce APRIL SQR2peH, at prage 7.

e An v expand price dats nrc reparied unde "Noo-Conilerans Wood, In Chips Or Partictes.” See APRIL
on, nt Exbibin 13, The Thak export datw nre reperted muder nsp

APRH, Avgost 3 Submissivn, ul Exhibit 10,
[E11
I

in?

sivn on the recend regarding Muluysian infangd freight
porsed intland lreight expenses between wn Indonesinn pott and its mill,

See Petitivaers Rebniad Brivl,
Sea APRIL Cose eiet, m
M of encalyplus wood chi @ RIST Repunt stutes that woodehip exporis (o Asinn countries

Totabed 2,1 milhion BOMT B 2014, At page 192 of the RISE Repary, & geaph huilies teat e ttal refers o Thai exports
1o i Kaven, Chima, sl Jay The 1otsl of expans 1w those fve coneries aceording 1o e GTA dusa in e
APRIL Angust 3 sobmission is 2.5 million MT.

P Sue APRIL Acgaest 3 submission, nt 13xhibic 10, o RIS) Repont, at page xviii, o
™ Spe RISE Bepun, sl page xviii.

cetively.

42



Using the information in the RISI Report 1o test whether the GFA exporl quantity tolal was reported
in GMT (versus BDMTY and comparing that figere against the comparable RIS] Report total
quantity in BDMT demonsirates that it is untikely the Thai GTA quantity data ace on a GM'E
basis,"™ Considering the totality ol the record infarmation concerning the Thi export data, we
agree with APRIL that it is reasenable 1o asswme that he Thai GTA export data Tor cocalyplus
woodchips was reported on a Bone Dry hasis.

With respeel to converling the eucalyptus price from a BDMT basis 1o 3 cubic-meter basis in order
to ealeulale the stumpage beneliL, we revised our ealeulation from the preliminary determination
methodology and used inforation in the RIS] Reporl. According Lo this markel study, “Im}ost
encalyptus producers would assume st around 2.3 m” of roundwond over bark per BDMF of
marketable chips is a rensonnble average figure...”™"*" Cansidering the avaitable informaution on the
record, we belicve this conversion [actor provides the most reasonuble basis for our ealewlation, n
calculating (he stumpage rate benehmark from the eucalypius woodchip price, we deducted wood
chipping costs based on APRIL's ehipping costs, ™ in wddition to APRILs reported timber
harvesting costs. Firaly, as this henchmark price is an export FOB price, we also adjusied the price
to deduct inland freight expenscs representing the eost between port and mill, ns discussed abowve
will respect to the MEW benchmark price,

Comment 8: Adjustments to Log Benchimark Values

In the preliminary determination, we added applicable acean and inland fieight costs, as well as
brokerage and handling expenses, o the kog benehmark prices belore determining whether the
Indonesian price for pulpwood confers a benelit. For ocean freight, we used a Malaysim barge
shipment value of $19.50/M°I", based an informution subwitted by APRIL, ™

According to APRIL, il the Department identifics i benchmark under the seeond tier ol 19 CIFR
35E.511{a)(2), no additional freight costs or import dutics should be added beeause, wilh respeet to
the Log Export Ban, the point of the benchmirk exereise is to determing what APREL should have
paid for lngs in Indonesia i their prices were not suppressed by the export bas, o that light, APRE,
contends that the benchmark should be the export price atone, withs nothiing more added.
Nevertheless, if the Department adjusts the benehmark, APRIL asserts that pulpwouod is not heavily-
traded merchandisc. and even when it is exported, 1l is enly within the nearhy region due to ahe high
ocean fteight which would make it olherwise unceannmical to export, Accordingly. to avaid
distortions generaled by unrepresentative freight costs, APRIL states that the intemational freight
adjustment should either be the Malaysian barpe shipment value, or the alternative value should be
capped at $19.50/MT.

™ GMT to BRMT convarsion informalion is discussed in the RISE report i page xix, According te (he RIS Weport,
converting from GMT 1o BEMT is dependent on the moiginre content of the woad. 11 we were 1o pssume i the Thai
GTA were reparted on a GMT basis, and using o typienl exnmple of s 50 percenl moistare cortent,
10-BDMT conversion factar of .5 1o the Thai GTA expest wotal sesubis i o DM cquivalent of nbong 1,275 willion
BOMT, compared 10 the RIST Repert export quantity of 2, millian 13DMT,

¥ goc RISI Reporl. ae page xs.

"R sec August 3 submission. at Exhibit 17,

™ See Pretiminary Calculation Memornndum, ot page 6.

I'he petitiouers counter that the Depariment’s regulutions require that 3 second tier benchmark be
acljusted to reflect the price a firm paid, or would pay, for the product at issue, inclusive of delivery
charges, and the Depuriment’s practice in the previous paper coses and other proceedings is to make
such udjustiments.™ The petitieners do nol objeet 1o the use of the Mataysian burge shipment value
15 an adjustment 10 the log benchmark price, if e Department relies on the same log benchimarks as
i the preliminary determination, but they ¢laim that the Department should apply the Indonesian
vatue-added wx (VA'T) e o this amount. ™! Should the Department seleet alternutive log
Lesrchmaek prices based on non-Mabaysian sourees, the petitioners contend that as alterastive ocean
Treight rate should be used, sueh os the average of the Mabaysia-to-Japan freight rues he petitioners
placed on the record, ™ [towever, the petitioners do not agree with APRIL that an alernative
international freight acdjvstment shoubd be capped by the Makaysion barge cost, as such o cap would
not caplure the wdditional wmount for VAT, I wddition, the petitioners contend thal the Deparlment
should replace the fnland reight adjustnent vadie used in the preliminary determination, based on
information in the publication “Doing Business in Indonesia,” with inland (reight expense data
repuried by APRIE'™

With respeel to the petitioners” argument 1o apply mn adiustinent o the barge freight for Indonesian
VAT, APRIL responds that it did not sciually puy VAT on ils barge Treight expenses becsuse, in
tndonesia, VAT is not atax ultimately paid by o manuficturer o8 a good or provider of a service, bul
rather is paid by the end-user,™

When relying on a seeond tiee benchiark price under 19 CFR 35151 1{a)(2)(iD), 19 CFR

35151 Ha)2)(iv) insteuets the Depastment o “adjust the comparison price to reflect the price that o
lirm actually paid or swauld pay i it imported the product. This adjustment will include delivery
charges s import duties.™ As discussed above under Comment 7, we are relying on Malaysian
expert prices of aeacin and MW o5 benchimark prices 1o measure the benefit received under the
Log ixport Ban, Accordingly, we find it proper to comtitiue 10 adjust the FOB benchmark price for
ocen [ieight aecording to the burge freight expense reported by APREL. In addition, we agree with
the petitioners thal Whe adjustment lor infand freight, vepresenting the expense 1o transport the logs
fromy the Tndonesion port o APRIL's Tactary, should be bused on APRIL™s reported infand [reight
expense, These adjustments are diseussed in the Final Caleutation Memorandom,

With respeet to VAT assessed on the barge freipht expense, APRIL states that it does not ultimaely

pay such tax, and we have no information on the record 1o dispude this clainl, We note thal we did
o . . . . SR — 08

not add VAT 1o cither the log price benchmark or the barge freight expense in CCP Final, '

i, CCP M, i1 pages 13 and

" *Phe petitioners cite husiness proprictiny infarmuting on the reeord, including the APRIL Verilication Repan, at
VIE-28, in suppost of their position, Sge Pesitivuers Brict, al pages (0-12,

" Gee the petitioners Juue 3, 2015, benchuark subudssion, st Exhibit 24
o

APRIL cites 1o its August 3 s
M See COP 1M, at Comment 12,
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Accordingly, we did not add an amount for Indonesian YA’ o the barge freight adiustme made {o
the benchmark price in the final determination in this investigation,

Comment 9: Corrections and Revisions 1o ARPRILs Log 1arvesting mid Purchase Dita

1n the July 20, 2015, memorandum entitfed “Ministerial Lrror Allcgations in the Preliminary
Determination” (Ministerial Lrror Mema), we acknowledged twa errors in our preliminary
determination benefit caleutation: &) we failed to adjust certnin Ing purehase prices paid by APRIL,
for delivery charges identificd as “londing and Jancering™ and “transportation™ costs: e b) we used
incorrecl dala for caleulating certain portions of the stumpage fee henelits, We did nol issue an
antended preliminary determination to account for these errors heeiuse correeting them ¢lic not
result in a change in APRIL's caleulited subsidy rate that would meet ihe definition nf'a
“significant™ ministerial error under 19 CIFR 351,224(p),

For the {inal determination. APREL contends that the Depariment should inelude these correetions in
its benefit caleulation, as well as the minor corrections 1o iis data eeported al the commencement of
verification, and the additional revisions identified during verification. "™ In addition, APRIE, argues
that the Depariment should adjust the reported price for its purchased logs for depreeintion s road
maiatenance expenses, "’

The petitioners eiution that the only adjustments 16 the prices that should be made for purposes of
the Log Export Ban benefit caleulation should be thase expenses where the reeord clearly
demenstrates that the adjustment acenunis for actual Tog or delivery prices.

Department’s [osition:

For the caleulntion of benefits in the final determination, we made Bie correetions identified in the
Ministerial Errar Memo, and the revisions 10 RAPI's hacvesting and lopistics costs identified {rior
0. or during, verification. Iowever, for purposes of cateotuting the benetit under 1he Log Fxport
Ban. we did not deduet depreciation and road maintenance expenses from RAPP's log purchase
price. These expenses are part of RAPP's harvesting cosis wsed to mljust the heschmark price for
caiculating the stumpage benefit, but not part of the RAPP Jogistics expenses Wt are added 1o
RATPP’s log purchase wqmnn in order to lring the purchase price to the same delivered price Jevel as
the benchmark price,"™

Comment 10; Whether APR]). Received a Countervailable Debl Forgiveness Bencelit

In the Department’s Post-frefiminary Analysis Memo., we found that, with respeet Lo the pelitioners”
allegation that the APRIE companies benefitied lrom countervailable delt forgivencss from the GO,

™ See Aprit's submission of Octoher 3, 2015, APRIL Verilication Report, al VE-T ot VE-25, and APRILs
Navember 12, 2015, transmilling the Excel file of dity ineluded in VE-25.
50w APRIL, Rebulial Bricl, at pnge 71,

¥ See APRIL QR at page 17 nnd Exliihit 33 {later revised in APRIL Verifiention Report st VE-25): aud AP,
Verificarion Report, nt VE-27,
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our analysis of APRIL's questionnaire responses and our veritication results showed no evidence of
such dubt forgiveness lor RAPP or RAK between 2002 und 2014

The pelitioners dispute this Foding, claiming that the 2002 dels restrueturing agreements
(eallectively, 2002 RAY™ resulted in w effective debi furgiveness by the GOI. According 1o the
pretitioners, the APRIL companies (RAPI and RAK, in s specitic instanee) were in default of their
existing abligations at the time of the 2002 RA, “Fhe 2002 RA, they continue, included changes lo
the principal and dnterest due Trom RAPEs and RAKs previous oligations tal resulted in o net
reduction in the companics® obligations Lo the statc-owned bamks, Bank Mandiri (BM) and Bank
Negarn [ndonesia (BNILZ" The petitioners conglude that this reduction amounts to o
countervailable debt forgiveness benclin by addition, the petitioners assert that the record evidence
demansteates thin BM und BN are public bodies and government suthoritics capuble of conlerring a
lnancind contribution. ™ 1o cudeulate this benelit, the petitioners propose considering the smount
forgiven 1o be a noa-recurring subsidy, and allocating the benefit over the AUL using #n interest rate
that refleets # discount rate for an unereditworthy compuny, *?

APRIL responds that the record, including the GO Verifiention Report and the APRIL Verilication
report, filby suppurt the Department’s Post-Preliminary Analysis Memo determination that the
APRIL companics did not use the alleged debl forgiveness program, [n particular, APRIL asserts
that it is 2ot true that its debt was doe in Bl at e Lime of the 2002 RA, nor that BM wrote ol any
it of the APRIT. compasies” debt, us the petitioners cluim. With respeet to the petitioners® claim
that the 2002 RA reduced the total mmount of principal and interest RAPP and RAK owed privr to
that point, APRIL sesponds thal this clain is Rilse, as no interest or principal due was Torgiven or
reduced, ad that the impact of restructured fnterest rales wus prospective to the 2002 RA. Moreover,
while APRIL states tha, in the sbsence ol uny debl torgiveness, the status of 3M and BNI as public
badies is moot, APRIL and the GO! contend 1hat these state-owned banks were not public bodius at
the time of the 2002 RA i the 2006 debt restrueturing sgreements Tor RAPP and RAK
(eolleetively, 2006 RAY.?M

Deppremuent’'s Position:

b the Post-Preliminary Memo ot puge 3, we stied:

Qur verification reveuted no evidenee of debt forgiveness for RAPP or RAK based on
the 2002 and 2006 restructuring nprecsments through the end of 204, Both of these

Seg Post-Frelimismey Analysis Memo, i puges 2-35 sl APREL Verili
sk,

on Repor, al pages 12-14,

ol Phelitioners
questionnnirg responses. The petitioners base te mnown of
conpmies eeceivel from he sine-owned banks 130 aml BN on the infing
Septcmber B, 24H S, suppleanserial questionminive response (APRLIE SQR3pt),

uners Cage el ot pages 45 = 49 [or Tocther discussion of this nsserion,

I'he petitioners pravide n proposed benelie catealntion, including fsterest e 10 be applied, nt Exbibii 1 of e
Petitioners $nse Hriell

.

See APIRIL Rebutend Brief, st pages 20 - 22 (or finthes disenssion uf AVRIL s and GO's rebuutat of the petitioners®
nssection,
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APRIL companies made principal and interest pryments aceording to the schegules in
the restructuring agreements. We observed na evidenee of missed or forgiven
payments hetween 2002 and 2014,

While the petitioners dispute thit claim and sssert that the reduced amount of obtigations owed to
state-owned banks as a result of the 2002 RA was debt forgiven, the evidence en the record dous not
support this conclusion. Fherefore, we find that the APRIL, companies did not benelil fram deli
forgiveness as alleped by the petitioners,

The Department analyzed in detail the supplemental questionnaire responses APRIL, submitied in
response 1o the petitioners’ debt Torgiveness m__m:%_w altegation, The Depariment conducted o
thorough review of this information at verifieation,”™ Our snalysis revealed no evidence thal my ol
RAPP"s or RAK’s debt principal was forgiven as part ol the 2002 RA, Qur analysis also revenled no
cvidence that any of the acerned interest incurred by RAPP or RAK was lorgiven as part T the RA,

The petitioners® claim that an smownt of principal wnd interest was forgiven derives from SUBNMArY
charts in APRIL s supplementiat questionnaire responses, whieh show smounts under the column
*Benefils™ in summarizing the terms ol the RAs.2 The alleged benefit amounts, imwever, do not
represent any reduction of the principal or of the accrued inderest mved as ol 1the 2002 RA, A more
detailed examination of the alfeged amounts, as presented elsewhere on the reeord,*™ conlinms (his
assessment. With respeet to the 2002 RA and the alleged benefit amount, APRIL. nates tha
*{whhile interest rates were restructured, they were always done so prospeetively, and never
retronctively,™™ The benefit alleged by the petitioners relaies 1o prospeetive interest payments, and
not Lo any interest amount that acerucd prior o (he 2002 RA.

Based on the loregoing, in this final determination, we continue to lind that the debt forgiveness
programn al issue was not used by the APRIL companies.

Comment t1: Whether APRIE, Received a Countervailable Benelit for Preferentiy) Loang

The petitioners claim that the 2606 RA confers a countervailable beael® on the APRIL sompanics
through the granting of an interest rate on povernment-provided toans that was lower than the
interest rate for a conmparnble commereinl loan, consistent with 19 CFR I5LSA56H. Aceording 1o
the petitioners, the 2006 RA shoutd be treated as new long-term loans, consisient with the
Department's practice, ™™ The pelitioners assert that the new Joans ari ing out of the 2006 RA are
not comparable to eommercial lnams that RAPI and RAK could actually obtain on the market
because RAPP and RAK did not alnain those loans on the markel, Fuethermore, even though privale

™ Sea APRIL Verification Report, t pages 12 34 o V113,

M Gea APRHL SQR2MIL a Bxhibit 202 vesubsmitied al SQR3pel, nl Exbibit 1, See nkso APRIE SQRZpIL, al pages 15
7. As noled abave, the specific infasmulion related to the petitioners” claim is business propriciary.

M gee APRIL SOQR2MIL a1 tixhibite 2322 APRIL SORMY, af pages [-3 APRIL SORI@IL, m pages B-F 1 and APRIL
./\_xnimnm_m:: Report, n VE:
¥ See APRIL Rebuinl Brief, m paye 1R,

M S, g0, Canted Preg Sheet Paper from the Republic of Kuren, Natiee of Fingl Aflirmative Counervailing Buly
rminglion, 72 ¥R 60639 (Octoher 25, 2007) (CESI fraa Kaven). and necompanying lssucs and Deeision
Meamoerandun, al Contment 3 {11 is the Depmiment™s praciice o rem the exiasion of s ies as new loans, ™).
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baks 1 well as stule-awned banks purticiputed in the 2006 RA, the petitioners contend thi 1he foan
rates under the 2006 RA do sot represeat the cousiderations ol & commerciaf lender evaluating a
borrawer seeking new linineing.  When compared to the 15,22 percent benchmark interest rate
cileulnted by the petitioners, which includes 1 premium for the alleged uncreditworthiness of the
APR. companies, ™™ the petitioners allepe thut the levet of the 2006 RA interest rates indicate that
the APRIL companies received o benelit from preferentisl louns from the state-owned banks.
Therefore, the petitioners aegue thit the Departiment should ealeulite n benefit to the APRIL
campinics Jor the resieuctured loan benedit they obtained under the 2006 RA. 2

APRIL responds that the petitioners® elaim wnounts to s untimely new subsidy allegution,

Repartment’s Position:

On dune 18,2015, the Departiment initisted an investigation 10 determine whether the APRIL
companics benelitted from debt lorgiveness lrom the GO, pursyant to the petitioners” ullegation in
their letter of May 13, 201532 “Fhe Deparment issued supplemental questionnaires and received
responses o those questionnaires, ws identificd above, in order o determine whether the APRIL
comprmics received & comtervailabie benefit lram debt lorgiveness according o the allegation made
by the petitioners. Our investigation focused on 1his debt forgiveness allegmion, and as & result, we
did not develop sulficient information on the record to agalyze and determine whether the APRIL
companics reecived preferentinl Joan benefits from stute-uwned banks, Por example, we do not have
sullicient information on the record (o determine how the fmerest rates i the 2006 RA were
established, and the role commercinl baeks played in seting tose rues, 29

‘The petitioners raised the mater of s preferentiad Joan benefit for the first time on November 17,
2085, in the Petitioners Case Briel, aller the issuanee of the supplementsl questionmire responses
astel the completion ol the Depariment’s verification, and less than two months before the fina
determination ol this investigation is duc. There was insuflicient time lefl in this investigation 1o
obtiin and maatyre the information neeessary to make a determination regarding whether terms of”
the 2006 RA result in a coumervaitable benelit from prelerential Jouns. Therefore, we are unable to
uake i finding on this matter in owr Gaal determination, 1['a CVE order is issued as 2 result of this
investigation, twe Department intends to look into this issue in the context of an administrative
revigw,

Comment £2: Unereditworthiness

ils uf'the petitioners’ eloiu hat the APRIL compunivs received s prefiezeminl loun benebit is derived
Team basiness propeictary inliarnmion ol
Case Briel, i pages 40 - 92,

aned Uneredditwasthiness Allegation for the Rujn Goewdi Mas Group and APRIL Campanies tor 20022606, duted Muy
13, 2015 nud memorisdam entitled “New Sulisidy Allegstions,” dated June 8, 2015,

I I ncddiions 19 13M s 33, commereial Tanks seare also invalved in the 2002 RA tatd the 2006 RA. Seg, in
particular, AP SQR2p0T, ot Rshibi 13~ 15, mal APRIL SQRIpU, u1 pages & ind 16,
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The petitioners maintain that the Depariment shouldd find ti RAPP, RAK, and 13CC were YL,
uncreditworthy from 2002 to 2006; AKU was uncreditworthy in 2006: and 1P was uncreditwarthy in
2004 and 2006. In support of this argument, the pelitioners assert hat sone of the above-mentioned
APRIL companies received shorl-term o long-term commercial ks, exeepl for 1040 20052 The
petitioners also argue that the evidence on record indicates that the APRIL compiuics were
financially unhealthy and unable to meet heir fixed fnmscial abligations with their cash tow during
the 2002-2006 period,?'* Additianally, the petitioners argue that the Departinent should conchule,
based on AFA. that RAPI was uncreditwarthy from 2002 ta 2006 because APRIL Thiled 1o
cooperate by not acting to the best of its ability 1o provide certain RAPP fnancinl siilements s
requested by the Department, The pelitioners assert that the requested financinl statements contuised Apres
essential information than the Pepariment needed to inalyze RAPIs ereditworthiness during the
2002 to 2006 period. Accordingly, (he petitioners elaim thal the Departasent should use an interest
rate for unereditworthy companics in ealeulating the benefit of the APRIL Companies’ debn
forgiveness program. /- \.\nn \Q

aul Piguade /7
Assistunt Seeretary
forr Bnloreement wnd Compliance

RECOMMENDATION

We recommend upproving ull of the abave positions und wdjusting ull related counervailable
subsidy rates aceordingly, 11 these Deparonent positions are ueeepted, we will publish the finad
determination in the Federal Register and will notily the 1S, bntersational Trade Commission of our
deterininidion,

Agrew Disigree

APRIL, responds thal the Department was correet in delining ta analyze the APRIE companics’
creditworthiness in the Post-Prelimdnary Anatysis Memn given that the Departenent did nol find any
counlervailable long-lerm loans ar non-recurring subsidies that are aHocable wnder 19 CFR
351,524((2) and require the use of fong-term loan benchmarks or discount rstes, APRIL Hrpues
that the APRIL eompanies’ linancial ratios, which were lully examined by the Department ;
verification, support the conelusion that the APRN, companics are creditworthy. 2" APRIL. concele
that the APRIL companies fiad debl restraciuring duving the AULL but argues that banks would not
have restructured the APRIL, compumics deht had they not heen eredilworthy.  Additionally, APRIL,
maintains thal the Teet that IR, a member of the APRIE, companics, received a lomsg-term Joan in 2003,
demonstrates that the APRIE campanics, as a growp, are creditworthy, Furthermore, APRIL, argies
that finding RAPP unereditworthy based on AFA, as the petitioners advoeate, is nob wirrimed
beeause before applying AFA 1o a company (br not cnoperating {o the best of s ability, the
Departiment must identify Uie deficiency and pravide i apportunity for the compiny to ¢orreet the
deficiency, especially when the deficiency is die to an aversight by the company, APRH, asserts

that the Department acver requested RAP s omitted linancial statements, sod was able 1o fully
verify the financial ratios of each of the APRIL, campanics using the finaneinl statements that were
requested at verification,

T AwA

e

nile

Devnartinent's Position:

As discussed above under Comment 10, we determined Ui the APRILL comparies did not wse the
alleged debt forgiveness program. Further, we did not review any long-term loas [rograms
involving the APRIL companies in this investigation. Accordingly, for the final determisation, we
find that no analysis of whether the APRH, companics were unereditwarthy during ihe periad 2002
to 2006 is warranted beeause we are not countervailing any long-teem loans or iy non-recurring
subsidies that are allocable under 19 CFR 351,524{b}(2).

4 Soe APRIL SQR2pt . m page 27.
Tl petitioners refer 10 business proqictiry iformation derived fram the linpacial ratio:
the APRIE Campanies, inclnded in APRH, SQRZpUE 1 Exhibits 27, 32, 34, and APRE, SORIprE s
HEAPRIL cites to the AP VeriGeation Report at page 86 in support of* fis s

lesenis ol
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AIA Rates Betgrmined for Progrims Used by Grea Champ and IK/TK
APPENDIX

Provision of Standing Timber for Less Than Adeguine Remuneration 2.81

Government Prohibition of Log Exports 11.41
Exemptions rom [uport Income Tax Withholding Tor Compuaties in Bonded Zone

Locations 5.03
Exporl Financing [rom Export-lmpert Bank of Indonesia 3.05
IZxport Credit Insurance 14.21
Expert Credlit Guarantees 5.05

Ineome Tax Programs:
= Tax Incentives for Investiment in Specilied Business Lines andfor in
Specified Regions by bl Investment Coordinating Board (BKPM)
= Corporate Income Tux Deduction
e Tax Incentives for Invesunent in Specilicd Business Lines andfor in
Specified Regions by 3 ted Depreciistion and Amortization

¢ Tax Incentives for livestment in Specilied Business Lines andfor in
Spevilted Regions by BKIPM ~ Extension of Luss Carry-Forwards 25.00
alinl “Trestment for Bonded Zone Loeations — Waiver of License mnd Fee 1421

Reguircients

xemptions From Sales Taxes for Ca Gaods and Equipment Used to Produce 1421
Lixports
Tow AFA Rate Before Adding Company-Specific Subsidy Programs - 104.00

Great Champ {(No: naa_.a:..\.w?o___o Subsidy Programs) -
Totnl AFA Rate

IK/TK {Including Company-Specific Subsidy Programs) : - Rate%
Debit Forgiveness through the Indonesinn Governinent’s Acceptance om_,_:‘_mn_.; 0.75
insirements with No Market Yadue

Debt Fergiveness througly APP/SMG's Buyback of Tts Own Debt rom :_r GOl 4.40
Total AFA Rate for APP Companies . - 109,15

s RS




