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NON-CONFIDENTIAL

Mr Tim King

Assistant Director

Australian Anti-Dumping Comm1ssmn
55 Collins Strect

Melbourne Vic 3008

Dear Mr King,
'SUBSIDISATION INVESTIGATION - A4 COPY PAPER FROM INDONESIA

This submission, made on behalf of the Sinar Mas Group (“SMG”), is in respohse to the
Australian Paper (“AP”) submission of 8 August 2016 eoncermng ‘Pass Through’ benefit on
raw material mputs

In summary, AP’s said submission provides no grounds for a finding that a subsidy exists in
relatlon to Indonesmn A4 copy paper. It provides no evidence that —

a) “Upstream Subsidies” exist; or
b) there is “pass-through” of any upstream subsidies to producers of A4 copy paper.

AP has-not demonstrated that there are sub31d1es paid on A4 copy paper raw material inputs.
There is therefore no basis for its assertion that “the upstream subsidies received on the raw
material inputs carries a countervailable beneﬁt that passes through to the goods under
construction (“GUC”) ie. copy paper”.

The upstream subsidy alleged in the said AP submission is “Timber at less than adequate
remuneration (‘or stumpage’) in Indonesia”. AP says that its application identifies this
subsidy program as “affording benefits to pulp producer companies in Indonesia”. Its
application does not do this, it merely relies upon the USDOC’s findings in its investigation

in relation to certain uncoated paper from Indonesia (and others). This USDOC investigation
does not provide any evidence that the stumpage program provides “benefits to pulp
producing companies in Indonesia”. The said USDOC investigation does not prove that the
stumpage program distorts Indonesian domestle log market prices and thereby confers benefit
to pulp producers.

AP alleges that the predominant government ownership of harvested forests has caused the
stumpage program to provide for significantly discounted timber prices “when contrasted
with domestic timber .prices in other countries”. Firstly, as pointed out in our earlier
submissions of-13 July and 1 August 2016, it cannot be presumed that the predommant
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market share of standing timber from government owned forests distorts domestic prices for
standing timber. Secondly, the contrast of Indonesian timber prices with domestic timber
prices in other countries is irrelevant to the consideration of whether the stumpage program
impacts on Indonesian timber prices. In determining whether the stumpage program impacts
on Indonesian timber prices, it must be determined whether timber harvested from
government owned forests is lower priced than that timber in the Indonesian market which 1s
not harvested from government owned forests. This is made clear by Article 14(d) of the
Agreement on Subsidies and Countervailing Measures (“SCMA”), the second sentence of
- which states:

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

AP also alleges that “The pass-through impact of reduced raw material input prices provides
pulp and paper manufacturers with a competitive advantage over other pulp and paper
producers that do not receive raw materials at heavily discounted prices”. There is no pass-
_ through evidence in relation to SMG A4 copy paper producers and, as explained above, nor is
‘there any evidence of timber harvested from government owned forests being “heavily
discounted”. -

Concerning AP’s reference to SMG’s Indonesian paper producers purchasing pulp from
affiliated pulp businesses and for this reason “the subsidy benefit received on raw material
purchases can be considered to ‘pass-through’ in full to the related-affiliate copy paper
manufacturer (ie. exporter)”, we submit the following: : '

1) SMG’s A4 copy paper producer/exporter PT Pabrik Kertas Tjiwi Kimia Tbk (“Tjiwi
Kimia”) purchases Indonesian pulp from related pulp and paper producer PT Indah
Kiat Pulp & Paper Tbk (“Indah Kiat”). However, as proved by evidence provided to

* the Commission, the prices of pulp supplied by Indah Kiat to Tjiwi Kimia are market
prices. In this regard we cite the statement in the Commission’s verification Visit
Report that they “did not consider there was any evidence that Tjiwi Kimia did not
pay market prices to its related suppliers b :

2) SMG’s A4 copy paper producer/exporter Indah Kiat produces A4 copy paper from
self-produced pulp (LBKP) and purchases the Jogs used in the production of its LBKP
from both related and unrelated suppliers. Evidence provided to the Commission
demonstrates that Indah Kiat pays market prices to its-related log suppliers. In 1ts
verification Visit Report, the Commission states that “the verification team compared

~ the unit prices paid by Indah Kiat to botk its related and unrelated suppliers of
pulpwood, and did not consider there was any evidence that Indah Kiat did not pay
market prices to its related suppliers”*  The Commission also stated in its
verification Visit Report that in relation to Indah Kiat’s purchases of logs “The
verification team did not identify any issues during this process .

1 Tjiwi Kimia Visit Report, section 4.3.
2 |ndah Kiat Visit Report, section 4.4.
3 |bid, section 9.1.
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Consequent upon the foregoing, even if it were to be found that there are stumpage program
benefits received by Indah Kiat’s related log suppliers, it cannot be assumed that Indah Kiat
receives a pass-through of such benefits from these related suppliers unless it can be proved
that the Indonesian domestic market price of logs is distorted by the stumpage program. Nor
can it be assumed that Tjiwi Kimia receives such pass-through as its pulp purchase prices
from Indah Kiat are market prices.

As demonstrated above, and contrary to AP’s claim, it cannot be considered that “the
Commission has sufficient evidence before it to be satisfied that subsidies received on raw
material inputs used in pulp manufacture in Indonesia pass-through in full to the selling
prices for copy papet exported to Australia”.

Yours sincerely,




