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NON-CONFIDENTIAL

Mr Tim King

Assistant Director

Australian Anti-Dumping Commission
55 Collins Street

Melbourne Vic 3008

Dear Mr King,
A4 COPY PAPER FROM INDONESITA — PARTICULAR MARKET SITUATION

This submission, made on behalf of the Sinar Mas Group (“SMG”), is in response to
Australian Paper’s submission to the Commission of 22 July 2016 (“the submission”).

The submission provides no evidence that the Government of Indonesia (“GOI”) has had an
involvement in the domestic market for A4 copy paper which has materially distorted
competitive conditions in that market, giving rise to a finding that domestic prices of A4 copy
paper arc artificially low or not substantlally the same as they would be if they ‘were
determined in a competitive market. '

As was the case in its application for anti-dumping measures, in the submission Australian
Paper’s allegation of a particular market situation (“PMS”) for A4 copy paper in Indonesia
relics solely on the allegation that GOI programs concerning timber forestry (“stumpage”)
and log export ban distort the costs of inputs, causing prices of A4 copy paper to be
“artificially low. In this regard, we cite the following statement in the Commission’s Dumping
and Subsidy Manual:

Aguain the mere existence of any government influence on the costs of inputs would not be
enough to make sales unsuitable. Rather, the Commission looks at the effect of this
influence on market conditions and the extent to which domestic prices can no longer be
said to prevail in a normal competitive market. It should be noted government influence
on costs can only disqualify the sales if those costS ‘can be shown fo be affecting the
domestic prices.!

The submission provides no evidence that the said GOI programs affect the domestic prlce of a
A4 copy paper. Our comments on the alleged input programs follow. :

* Dumping and Subsidy Manual, page 34.
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Stumpage

As it did in its application, Australian Paper’s allegation that this GOI program distorts the
Indonesian domestic market price of timber used in pulp production relies solely upon the
2016 CVD findings of the US Department of Commerce (“USDQC”) in relation to uncoated
woodfree paper from Indonesia, which, as we pointed out in our submission of 13 July 2016,
are flawed because they are inconsistent with the WTO’s Agreement on Subsidies and
Countervailing Measures (“SCMA™).

Australian Paper’s allegation relies upon the USDOC’s finding of domestic price distortion
by this program because of the predominant market share of standing timber from public
forests. It is demonstrated by the Appellate Body decisions referred to in our submission of
13 July that it cannot be presumed that the predominant market share of standing timber from

public forests has distorted Indonesian domestic market prices for standing timber. The "

USDOC did not determine on an evidentiary basis that Indonesian domestic timber market
prices are distorted by the GOI’s stumpage program.

In stating in the submission that “It is therefore necessary for the Commission to consider an
alternative benchmark for contrasting stumpage prices in Indonesia with external market-
based prices in another country”, Australian Paper has 1gn0red Artlcle 14(d) of the SCMA

which states in 1ts second sentence

The adequacy of remuneration shall be determined in relation to the prevailing market
conditions for the good or service in question in the country of provision or purchase
(emphasis added).

In accordance with its Dumping and Subsidy Manual, for the Commission to determine that
the GOI’s stumpage program creates a PMS for A4 copy paper, it will need to make
evidentiary findings that —

a) the stumpage program influences Indonesian domestic timber market conditions such
that it is a non-competitive market; and
b) the influence. of:the stumpage program on the domestic timber market affects
Indonesian domestic prices of A4 copy paper.
The Commission cannot rely upon findings of the USDOC in this regard.
Log export ban

As is the case in respect of the stumpage program, Australian Paper’s allegation that thi‘s'.GO'I

‘program suppresses domestic log prices relies upon the USDOC’s 2016 CVD findings

concerning uncoated woodfree paper from Indonesia.

The USDOC did not determme that the Indonesian log export ban caused domestic selling
prices of logs used in the production of pulp for paper making to be lower than they would be
in the absence of the export ban.  The USDOC made no ev1dent1ary finding that the export
log ban caused distortion of domestic log prices. -

As for stumpage, to determine that the log export ban creates a PMS for A4 copy paper, the
Commission will need to make evidentiary findings that —
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a) the export log ban influences Indonesian domestic log market conditions such that it is
a non-competitive market; and '

b) the influence of export ban on the. domest1c log market atfects Indonesian domestic
prices of A4 copy paper. - -

The Commission cannot rely upon ﬁndings of the USDOC in this regard.

In alleging a “Market Situation for copy paper in Indonesia™ because of the impact of the said
GOI programs, in the submission Australian Paper claims that — “The domestic prices for
harvested timber in Indonesia are lower than they would be if there was no GOI intervention,
and prices were determined according to market forces”; and “raw material timber sourced
for pulp manufacture remains artificially low due to the GOD’s policies for forestry, pulp and
paper industry”. There is no evidence to support these claims.

Australian Paper also claims that it is the GOI’s intention “to provide the domestic producers
of value added forestry products (including copy paper manufacturers) with distinct and
specific cost advantages in relation to the price of the major input into paper making”. Again
there is no ev1dence supportmg this claim.

In addition, there 'is- no evidence to support Australian Paper’s claims that -

— the stumpage program “contributes to domestic prices in Indonesia for forest timber to
be artificially low and certainly much lower than they otherwise would be than if they
were determined in a competitive market”; and

— “Artificially low raw material timber prices impact on the cost of producing pulp,
which in turn impacts the cost of producing uncoated woodfree paper”. :

We again bring to your attention that, even if it were to be found that the prices of A4 copy
paper material inputs were found to be artificially low because of the said GOI programs, to
use surrogate input material costs in construction of cost of production of A4 copy paper
would be inconsistent with Article 2.2.1.1 of the Anti- Dumpmg Agreement In EU —
Biodiesel from Argentina’ the Panel reports that — :

The investigating authority determined not to use the costs of the main raw material,
sovbeans, in the production of biodiesel because “the domestic prices of the main raw
material used by biodiesel prodicers in Argentina were found to be artificially lower than
the international prices due o 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 assoczated wu‘h
the production and sale of biodiesel; and o

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.

We also reiterate that, should the Commission reach a conclusion that the said GOI programs
have impacted on Indonesian domestic prices of logs and this impact has flown through to the
cost of pulp used in the production of A4 copy paper, this would not create a PMS such that

* Panel Report European Union — Anti-Dumping Measures on Biodiesel from Argentina [7.248 and 7.249]. . '
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domestic sales of A4 copy paper are not suitable for use in determining a normal value in
accordance with s269TAC(1) of the Customs-Act. This is 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 normal 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.

Consequent on the foregoing, there are absolutely no grounds for not determining normal
~values for A4 copy paper exports from Indonesia in accordance with s269TAC(1) of the
Customs: Act and nor are there grounds for using surrogate input material costs in

construction of Sinar Mas Group mills’ costs of production of A4 copy paper.

This submission should be read in conjunction with our submissions of 29 June 2016 and 13
July 2016 to this investigation.

Yours sincerely,

& Roger Simpson



