ANTI — DUMPING SPECIALISTS -
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29 June 2016

NON-CONFIDENTIAL

Mr Tim King

Assistant Director _

Australian Anti-Dumping Commission
55 Collins Street )
Melbourne Vic 3008

Dear Mr King, -
A4 COPY PAPER FROM INDONESIA - PARTICULAR MARKET SITUATION

This submission, made on behalf of the Sinar Mas Group (“SMG”), refutes the allegation of
~ the applicant, Paper Australia Ltd (“Australian Paper”), that there is a Particular Market
. Situation (“PMS”) in Indonesia for A4 copy paper. '

Based solely on the countervailable subsidy findings of the United States’ Department of
Commerce (“USDOC”} in relation to certain uncoated paper from Indonesia (announced 11
January 2016), Australian Paper has alleged that —

" Indonesian market prices for A4 copy paper are heavily influenced by the GOI through the
- provision of two key raw material input programs (ie. standing timber at less than
adequate remuneration and the export ban on logs). As a result, the raw material input
prices for pulp manufacture in Indonesia (and consequently the pulp price in paper
production) are lower than they otherwise would be in the absence of the identified GOI
programs.”’ ' :

It is paramount that the USDOC investigation that made the countervailable subsidy findings
solely relied upon by Australian Paper for its PMS allegation, did not provide evidence that
the said Government .of Indonesia (“GOI”) raw material input programs (ie. standing timber
at less than adequate remuneration and export ban on logs) distorted competitive conditions
and led to artificiaily low prices of paper in the Indonesian domestic market. It also did not
provide evidence that the said GOI programs distorted the costs of paper raw material inputs,
causing them to be lower than they would have been in the absence of these programs. That
is, there is no evidence arising from the said USDOC investigation that the identified GOI
programs either — - 2

a) distort conditions in the Indonesian domestic market for A4 copy paper, causing its
prices to be lower than they would be in the absence of these GOI programs; or

1 Non-confidential Application, section B-3.3(iii). -
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~ b) distort the costs of Indonesian paper raw material inputs, causing them to be Jower
than they would be in the absence of these GOI programs. ' '

The USDOC did not determine what would have been the Indonesian domestic selling prices
of logs used in the production of wood pulp used in the production of paper had they not been
produced on GOI plantations. That is, the USDOC did not determine that the Indonesian
domestic prices of logs produced on  GOI plantations were lower than the Indonesian
domestic prices of logs produced on privately owned plantations. To creatc a “benefit”
received by Indonesian log producers whose logs were produced on GOI plantations, the
USDOC used a benchmark based on prices of logs produced outside of Indonesia (Malaysia),
which certainly does not prove that domestic prices of logs produced in Indonesia on GOI
plantations are lower than the domestic prices of logs produced in Indonesia on privately
owned plantations. - In this regard, SMG has provided evidence in its exporter questionnaire

responses [CONFIDENTIALL

Similarly, the USDOC did not determine that the Indonesian log export ban caused
Indonesian domestic selling prices of logs used in the production of pulp for paper making to
be lower than they would have been in the absence -of the log export ban. The USDOC
merely assumed that the log export ban provided for lower Indonesian domestic selling prices
of logs and to create its “benefit” they again used a benchmark based on the prices of logs
produced outside of Indonesia (Malaysia). This certainly does not prove that the log export
ban provides for Indonesian domestic log selling being lower than they would be in the
absence of the export ban. '

1t is also paramount that the USDOC did not conduct a flow-through analysis to establish that
the assumed “benefits” to Indonesian log producers from the identified GOI programs
provided a benefit to producers of paper. Obviously for there to be a finding by the
Commission in this investigation that there is a PMS in Indonesia for A4 copy paper because
of the identified GOI programs, it will be necessary - for the Commission to prove (not-
assume) that — ' ) :

a) Indonesian domestic prices of logs in 2015 were lower than they would have been in
the absence of the identified GOI programs; and ' o :

b) these lower Indonesian domestic prices of logs flowed through to the costs and .
domestic prices of A4 copy paper in 2015.

Concerning the consideration of whether any “benefits” received by Indonesian log producers
from the identified GOI programs flow-through to Indonesian producers of A4 copy paper,
we would like to bring it to your attention that Indah Kiat’s and Tjiwi Kimia’s verified
exporter questionnaire responses prove that [CONFIDENTIAL]

We again bring to your attention WTO DSB Panel Report European Union — Anti-Dumping
Measures on Biodiesel from Argentina (WT/DS473/R), which makes it very clear that the use
of surrogate input material costs in normal value constructions because -of government
influence on those recorded in the accounts of domestic manufacturers is inconsistent with
Article 2.2.1.1 of the Anti-Dumping Agreement. Attached is an extract from the said Panel
Report leading to conclusions in paras 7.248 and 7.249 that —

The investigating authority determined not to use the costs of the main raw material, '
soybeans, in the production of biodiesel because “the domestic prices of the main raw
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material used by biodiesel producers in Argentina were found to be artificially lower than
the international prices due to the distortion created by the Argentine export tax system”.
In our view, this does not constitute a legally sufficient basis under Article 2.2.1.1 for
concluding that the producers’ records do not reasonably reflect the costs associated with
the production and sale of biodiesel; and

Therefore, we find that the European Union acted inconsistently with: Article 2.2.1.1 of the
- Anti-Dumping Agreement by failing to calculate the cost of production of the product
under investigation on the basis of the records kept by the producers. ' :

Furthermore, should the Commission-reach a conclusion that the said GOI programs have
impacted on Indonesian domestic costs and prices of logs and this impact has flown through
“to the cost of pulp used in the production of A4 copy paper (should not happen), this would
not create-a PMS such that domestic sales of A4 copy paper arc not suitable for use-in
determining a normal value in.accordance with s269TAC(1) of the Customs Act. This 1is
because the impacted pulp cost would equally impact on the production cost of A4 copy
paper for export to Australia and the domestic market. ‘Article 2.2 of the Anti-Dumping
‘Agreement, the origin of s269TAC(2)(a), makes it very clear that the situation in the market
of the country of export is such that sales in that market are not suitable for use in nérmal
value determination when such sales do not permit a proper comparison with export sales.
The impact of the cost of pulp on the cost of A4 copy paper equally applies to A4 copy paper
produced for export and domestic markets and therefore does not create a PMS per
s269TAC(2)(a) of the Customs Act. : '

We also bring to your attention that in the past twenty years, anti-dumping investigations
concerning certain uncoated paper (including A4 copy paper) exported from Indonesia have
been conducted by the governments of South Africa, Australia, Korea, Pakistan, Japan, and
the United States and none of them found that an Indonesian PMS exists for uncoated paper.

‘Consequent upon the foregoing, normal values of the A4 copy paper exported to Australia in
2015 by SMG mills must be determined in accordance with s269TAC(1) of the Customs Act
and actual recorded and verified production costs must be taken into account in the
determination of ordinary course of trade domestic selling prices of like product in 2015.

Yours sincerely,

i
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“Roger Simpson



