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Exporter Briefing — April Fine Paper Trading Pte Ltd (Indonesia)
Introduction

According to Asia Fine Paper Trading Pte Ltd (“APRIL") exporter questionnaire response (‘EQR”),
APRIL is a trading company registered in Singapore. APRIL exports copy paper to Australia
manufactured by APRIL’s related manufacturing company PT Riau Andalan Kertas (“‘RAK”).

RAK operates two paper machines at the Kerinci Mill in Norther Sumatra. On the site there are also
three pulp mills and uncoated woodfree paper production is understood to be approximately 850,000
tonnes per annum, of which about 55 per cent is cut-size paper.

RAK allegedly provides a “manufacturing service” for paper products that are marketed, sold and
exported to global markets by APRIL. RAK also sells paper products on the domestic market in its own
right. Itis also noted below that RAK purchases pulp from its affiliated pulp manufacturing company, PT
Riau Andalan Pulp and Paper (“RAPP") who AP anticipates is the operator of the pulp mills.

The corporate structure for APRIL, RAK and RAPP requires careful consideration by the Anti-Dumping
Commission (“the Commission”). In circumstances involving a related party manufacturer and trading
arms, the Commission has typically “collapsed” the entities into a single entity for the purposes of
normal value determination.

The US DOC also determined that APRIL and related entities should be collapsed, as it was clear that
APRIL excercised control directly or indirectly over all companies.

See below extract from Antidumping Duty Investigation of Certain Uncoated Paper from Indonesia:
Preliminary Determination of Mfiliation/Single Entity Treatment of April Fine Paper Macao Limited
(AFPM), PT Anugerah Kertas Utama (AKU), and PT Riau Andalan Kertas (RAK).

During the POI, AFFM, AKU, and FAK shared a common parent company, Asia Pacific Resource
International Holding Limited (APERIL Holdings)  Specifically, APRIL Holdings indirectly held
morethan a [ ] percent interest in each of the compardes. ' Through its maj ority-ownership
interests, APR.IL Holdingz isin a position to exercise control, either direct or indirect, owver AFFPRL,
AU andRAK . Thus, theDepartment preliminary indsthat AFPI, AKTU and R AK are directly
or indirectly controlled by APRIL Holdingz and, as a consequence, that they are thus affiliated
entities within the meaning of section 771330 of the Act.

APRIL indicates that its related party paper manufacturer RAK purchases pulp from an “affiliated”
company, RAPP.

APRIL Group’s pulp and paper mill and plantation operations are primarily in and around the major town
of Pangkalan Kerinci in Riau Province, on the Indonesian island of Sumatra.

At the mill site, APRIL Group has built a company town that can house up to 7,000 people and includes
schools, medical facilities, leisure facilities, religious facilities, sporting grounds and other amenities for
employees and their families.

In addition to the pulp mill and plantations, APRIL Group has invested significantly in infrastructure to
take its products to market including roads, ports and an airport.

APRIL Article
Article: 25 August 2014 — Indonesia—Investments
Rusli Tan, Deputy Chairman of the Indonesia Pulp and Paper Association (APKI), said that growing

pulp and paper consumption in Asia is important for the global industry as consumption of these
products has been declining in North America and Europe where computers and mobile devices have
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increasingly succeeded in replacing paper products. Tan added that the Indonesian government
must support the domestic pulp and paper industry in order to safeguard a competitive industry
as well as to increase domestic production capacity in order to uphold the current market share
in the Asian region. He also said that enhanced infrastructure development is key to raise
performance of the nation’s pulp and paper industry. Therefore, he puts his trust in Joko Widodo, the
soon-to-be president of Indonesia, who emphasized during his campaiging that infrastructure
development is required in order to reach +7 percentage point economic growth. According to Tan,
improved infrastructure in Southeast Asia’s largest economy could make the pulp and paper industry
grow by 20 percent in 2016 as it leads to a decline of logistics costs and thus higher purchasing power
(which will also positively affect the pulp and paper industry).

Total paper production in Indonesia stood at six million tons in 2013. Almost half of this total
paper output was produced by Riau Andalan Pulp and Paper (RAPP). In 2014, Indonesia’s total
paper output may reach eight million tons mainly on increased production of Sinar Mas which opened a
new pulp and paper factory in Palembang (Sumatra) earlier this year.

Kusnan Rahmin, President Director at RAPP, said that the company has to cope with slower pulp and
paper demand in 2014 due to an oversupply of paper last year amid sluggish global demand. The
company exports approximately 70 percent of total production (the remainder being sold to the
domestic market). (Emphasis added).

Pulp & Paper Mill

The pulp and paper mill located at Pangkalan Kerinci in Riau Province Indonesia is capable of
producing up to 2.8 million tonnes of pulp and 850,000 tonnes of paper per year.

The mill is almost completely self-sufficient in energy generation with more than 80 percent of total
energy produced comes from bio-fuels which are by-product of the production process. Fuels used
include Black Liquor from pulping, bark, sludge, palm husks, methanol, natural gas, coal, diesel, fuel oil.

The following chart illustrates APRIL Group’s pulp production process:
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Uncoated woodfree production is around 850,000t/y, of which around 55% is cut-size.
PM1 has capacity of over 350,000t/y and was installed in 1998.

PM2 has capacity of over 420,000t/y and was installed in November 2006.
Cut size paper is primarily sold under the flagship PaperOne ™

brand, which has a range of

premium quality office paper made from 100% renewable plantation fibre and designed for the most
demanding printing and copying tasks.

PaperOne™ products are also PEFC certified.

The mineral filler used in printing & writing papers including office papers is precipitated calcium
carbonate produced on site from purchased limestone or marble.

A total of 34,000 tonnes of bleached softwood pulp, imported from Chile, was used to add strength to
the locally produced hardwood pulp in production of printing & writing papers including office papers.

Overall, in 2013 and 2014, the major site inputs and outputs were quoted in the sustainability report

as follows:

Input Materials
Water
Wood
Minerals, Pigments, Fillers
and Starch
Fossil Fuels
External Biomass
Imported BSWK Pulp

Units
millions m3

millions adt

millions tons

Peta Joules
Peta Joules
millicn adt

2013 2014
121.97* 106.92*
10.23" 950"
041" 037
12.11* 18.22*
0.54* 0.as8*
0.03* 0.03*


http://www.paperone.com/
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Sold Electricity GWhrs 7823 8017

Market Pulp million adt 202 188

Paper Products million adt 0.84 0.84

Reusable residues, black million adt 0.89 487

liquor, etc.

Sold Water million m 042 235

Water Sold With Products million m 024 023

Water Evapourated million m 15.00 773
Treated Waste Water million m 101 54* 9384~

Employment in 2013 and 2014 was 15,613 employees at the site.

213 204
-_---
Employee 5248 42 5,474 43

Contractor Worker 9179 0 10,139 0

Total Workforce 14427 42 15613 43
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Plantation and Land Use

Since the commencement of operations, APRIL Group has worked towards creating an entirely
plantation-grown supply of wood.

Of the 1 million hectares of land APRIL Group manages, 480,000 hectares is used for plantations. The
remaining 51% is set aside for conservation, community use and infrastructure.

Note that APRIL does not own the land it manages, as approximately xxxx per cent of forest land in
Indonesia is owned by the government.

Key Issues

Pulp price

The Commission is requested to examine the transfer price from RAPP to RAK and establish whether
the transfer price reflects full cost recovery. The pulp and paper industry in Indonesia is in oversupply
hence pulp is [price relativities]. The Commission will therefore need to examine the transfer price for
pulp purchased by RAK from its affiliated entity [level of pricing].

Level of trade

It appears from the APRIL EQR that the company claims that it sells via different distribution channels in
Indonesia and that these are at differing levels of trade (i.e. seeking a level of trade adjustment to
normal value). [relevant sale for comparison purposes]?

Packaging

Different packaging costs for domestic and export sales are envisaged, with packaging for export
understood [cost relativities].

Containerisation

Exported goods are containserised at factory. Cost of booking container, transporting container,
loading fo container, needs to be added to normal value (not incurred domestically).

Credit terms

It would appear from APRIL's redacted EQR that it has indicated different payment terms for domestic
and export sales. Adjustments to normal value are therefore required if terms can be substantiated.
Commission to validate that domestic payments do align with time period specified in payment terms
(timing).

Countervailing

RAK contends that domestic prices for copy paper in Indonesia are “entirely suitable” for the
determination of normal values. Australian Paper disputes RAK’s viewpoint. RAK states that it owns a
“Sertifkat Hak Guna Bangunan (“SHGB") land title”. Whilst this may be a valid land title certificate, it
must be recalled that the government of Indonesia (“GOI") “owns” approx. 99 per cent of all forests in
Indonesia.

The certificate is a right to harvest the forest. Holders of the certificate (or concession) pay three fees in
relation to the use of the land (to which the land-use certificate entitles the holder). These fees are:

(i) Provisi Sumber Daya Hutan (“PSDH") — a royalty fee to the GOI to pay when forest
resources are exploited by the concession holder;
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(if) Dana Reboisasi (“DR”) a fee collected by the GOI for reforestation activities; and
(iif) Penggantian Nilai Tegakan (“PNT") — a “stumpage” charge payable in relation to the
the timber harvested from the natural forests.

RAK states that only the PSDH applies to harvested pulpwood. The harvest of other species, as
claimed by RAK, attracts the PSDH, DR and PNT.

The verification visit with APRIL is concerned with the amounts paid by APRIL and its affiliates (i.e.
RAPP) for the purchased timber (including fees and roylaties paid during the investigation period in
respect of the PSDH, DR and PNT fees.

The examination as to whether the program “Standing Timber at Less Than Adequate Remuneration”
will be determined by the Commission following full review of the available information souced from the
GOl, the cooperating Indonesian exporters, and other sources, following completion of the verification
visit with APRIL.

Australian Sales

Its is estimated by Australian Paper that APRIL Indonesian manufactured copy paper accounts for
approximately [est volume] tonnes per annum, or around [estimate] of the Australian market. APRIL has
well established distribution channels, and sells the majority of its Australian Imports through [name]
which operates [name], which accounts for around [est volume] tonnes per annum.

[Name] which is supplied [name] and purchases copy paper on behalf of [business types] businesses
including [name], [name], [name], [name] , and a ranage of other customers.

AP understands that the following A4 copy paper products in the Australian market are manufactured by
APRIL Indonesia.

Paper Brand Brand Type Known Retailers
Product Name Brand Seller Name
AP submitted the [pricing origin] for [name] for [name] as part [ADC verification],:
[AP commercially sensitive pricing information to customer]
[AP commercially sensitive pricing details].
[Reference commercially sensitive outcome of negotiations].
Rebates

[Commercially sensitive information on discounts].



