22 August 2016

Mr Tim King

Case Manager

Dumping Operations
Anti-Dumping Authority
Level 35, 55 Collins Street
Melbourne Victoria 3000

Public File
Dear Mr King

Investigation No. 341 — A4 Copy Paper from Brazil, P R China, Indonesia and Thailand
— Submission re Exporter Verification Reports — PT Indah Kiat Pulp and Paper TBK, PT
Pindo Deli Pulp and Paper Mills, and PT Pabrik Kertas Tjiwi Kimia TBK

Executive Summary

Australian Paper Pty Ltd (“AP") has reviewed the “Verification Report - Exporter” for each of
the following Sinar Mas Group companies:

- PT Indah Kiat Pulp and Paper TBK (“Indah Kiat");
- PT Pindo Deli Pulp and Paper Mills (“Pindo Deli"}; and
- PT Pabrik Kertas Tjiwi Kimia TBK (‘Pabrik Kertas”).

The reports confirm that preliminary dumping margins determined are as follows:

- Indah Kiat — negative 1.4 per cent;
- Pindo Deli — (positive) 14.0 per cent; and
- Pabrik Kertas — negative 8.6 per cent.

The Anti-Dumping Commission (“the Commission”) has afforded the three Sinar Mas
companies an adjustment for a ‘distributor margin’. AP submits that the Commission has
erred in affording the exporters’ a distribution margin when the related seller of the goods —
Cakrawala Mega Indah (CMI) - is no more than a selling company that is designated to
undertake the sales and marketing of products manufactured by Sinar Mas companies
including goods produced by Indah Kiat, Pindo Deli, and Pabrik Kertas.

The adjustment for a distribution margin must be rescinded as the costs associated with the
performance of the sales and marketing functions on the domestic market are the same (or
similar) as for costs and allowances as export sales to Australia. The so-called “domestic
sales” to CMI represent nothing more than a transfer price between the manufacturer and the
associated CMI.

The Commission therefore has erred in allowing an adjustment to the normal values for Indah
Kiat, Pindo Deli and Pabrik Kertas for an alleged distribution margin for functions performed
on the domestic market by the related distributor CMI.



AP is also concerned that the Commission has not made upward adjustments for' exporl' N
inland freight' for Indah Kiat, nor an upward adjustment for export credit for the three
exporters.

Distributor margin adjustment

The Dumping and Sub5|dy manual confirms that adjustments for selling activities “are not
regarded as conclusive™'. The Commission must examine the “real sales functions of the
customer” and the what is the level of trade of the customer. Additionally, the Commission
will consider the “pricing structure at these marketing stages”. In the circumstances of Indah
Kiat, Pindo Deli and Pabrik Kertas all domestic sales are via CMI. The producers do not
perform a domestic sales function in Indonesia. The pricing structures therefore are not
relevant in these circumstances as CMI is nothing more than the domestic sales division of
the producer/exporters.

In the “Preliminary Dumping Report” on certain toilet paper exported from Indonesia by PT
Pindo Deli Pulp and Paper Mills in Investigation No. 138 the then Customs and Border
Protection addressed this same issue concerning an adjustment for CMI’s margin®:

“Pindo Deli claimed that the involvement of the intermediary (CMI) in domestic sales,
when export sales are direct from Pindo Delj to its Australian customer is a
circumstance which affects the comparability of domestic and export prices.

This margin was claimed to be xx percent of CM!’s sales revenuce for January to
May 2007 and xx percent for the remainder of the year. The margin was used to
offset expenses incurred by CM| for a sales force, maintaining regional sales offices,
warehousing, promotions and advertising. Pindo Deli calculated the average margin
for the year as xxxxx percent of the gross invoiced amount. Pindo Deli also provided
a non-confidential submission of its claim for an adjustment for level of trade and
intermediary margin.

Customs and Border Protection did not agree with Pindo Deli's assessment. Rather,
Customs and Border Protection considered the sale from Pindo Deli to CMI to be a “transfer
price” that was non-arms length (due to the association of the two entities). Customs and
Border Protection correctly identified CMI as just an “Other Seller” of like goods on the
domestic market and not as an intermediary selling agent. It further stated that “sales on the
domestic market [in Indonesia] are likely to incur the same sort of costs and allowances as
sales to Australia”.

In a subsequent memorandum (i.e. a Supplementary Note to Visit Report PT Pindo Deli Pulp
& Paper Mills — Post Visit Adjustments) placed on the public file in Investigation No. 138,
Customs and Border Protection confirmed the level of the distribution margin claimed for the
adjustment to Pindo Deli's normal value for alleged expenses incurred by CMI for a “sales
force, maintaining regmnal sales offices, warehousing, promotions and advertising”. The
memorandum states™

Dumplng and Subsidy Manual, P. 66.

2 PT Pindo Deli Pulp and Paper Mills — Preliminary Report on Dumping, Investigation No. 138, July
2008 P.31 (refer Non-Confidential Attachment 1).
* Refer Non-Confidential Attachment 2.
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“Pindo Deli claimed that the involvement of the related intermediary PT Cakrawala
Mega Indah (CMI) in domestic sales, when export sales are direct from Pindo Deli to
its Australian customer is a circumstance which affects the comparability of domestic
and export prices. A margin for this difference was claimed to be 20 percent of CMI's
sales revenue for January fo May 2007 and 10 percent for the remainder of the year.”

Pindo Deli continues to operate the same arrangement with CMI in this copy paper
investigation. The transfer price between Pindo Deli and its related selling arm is a transfer
price for copy paper from manufacturer to distributor as the former does not conduct any
sales, marketing, warehousing, promotions or advertising functions associated with the copy
paper sold on the Indonesian domestic market. The cost of the sales, marketing,
warehousing, promotions and advertising functions for goods sold domestically in Indonesia
are borne by CMI. The normal value for goods exported by Pindo Deli must reflect the
transfer price plus the sales and associated costs borne by CMI. As these costs (sales,
marketing, warehousing, promotions and advertising) are also included in the export price to
Paper Force (Oceania) Pty Ltd, no distribution margin is warranted for alleged differences
between domestic and export sales.

This position is well documented in the Dumping and Subsidy Manual (refer Pp 67-68) and
the only difference that is likely to exist where the domestic sales are from the associated
distributor (i.e. CMI) whereas in the export market the sales are from the producer/exporter
(i.e. Indah Kiat, Pindo Deli, Pabrik Kertas) itself, relates to price components that may reflect
additional services provided in the domestic sales that are not incurred by the
producer/exporter for export sales to Australia.

AP respectfully contends that the Commission has erred in providing Indah Kiat, Pindo Deli
and Pabrik Kertas with a downward adjustment to normal value to allow for a distributor’s
margin for the alleged domestic sales function performed by the related entity CMI. The
adjustment is in stark contrast to the recommended procedural policy enunciated in the
Dumping and Subsidy manual at Section 14.3 and must be reversed.

CTM&S — Pindo Deli

Itis noted that the Commission did not verify Pindo Deli’s cost-to-make-and-sell (‘CTM&S”)
copy paper due to “the relatively low volume of export sales to Australia”. The Commission
relied upon information from “other exporters” and considered Pindo Deli's costs as supplied
in its EQR to be “comparable”.

AP is concerned that the Commission did not take the opportunity to validate Pindo Deli's
CTM&S during the verification visit. The failure to validate Pindo Deli's CTM&S brings into
question the reliability of the ordinary course of trade (“OCOT”) and the determination of
normal values under s.269TAC(1).

Inland export freight — Indah Kiat

The Commission has made an adjustment to Indah Kiat's normal value for domestic inland
transport but not for export inland freight. AP questions whether this was an oversight or
whether there is some other plausible explanation that has not been disclosed in the
verification report.



- Australian Paper

Export credit terms

AP has noted that downward adjustments were made to each of Indah Kiat, Pindo Deli and
Pabrik Kertas’ normal values. No (upward) adjustments were made for export credit terms.
AP notes that in Investigation No. 138 an upwards adjustment was made to Pindo Deli’s
normal value.

AP submits that export sales to Australia by the three exporters would incur an export credit
charge. AP requests the Commission to uplift each of the exporter's normal value by the
export credit charge.

Containerisation and packaging for export

The producer/exporters would incur costs associated with the packaging and containerization
of copy paper for export to Australia. Indah Kiat, Pindo Deli and Pabrik Kertas' normal values
do not reflect upward adjustments for these costs incurred for export.

AP requests the Commission to re-examine the costs incurred by each of the exporters to
include the relevant adjustment for costs expended on the exported goods.

Conclusions

AP has demonstrated that the Commission has erred in allowing Indah Kiat, Pindo Deli and
Pabrik Kertas a downward adjustment for a distributor's margin for goods sold domestically
by CMI. The goods are provided to the associated CMI at a transfer price. CMI undertakes
the selling function on the domestic market and its domestic selling prices reflect the same
sales, marketing, warehousing, promotions and advertising expenses as goods exported to
Australia. This adjustment must be disallowed and reversed.

AP highlights that the Commission has not included upwards adjustments for export credit,
containerization and packaging expenses (all three exporters), and inland export freight for

Indah Kiat. It is requested that the Commission re-examine these adjustments for inclusion in
the normal value calculations for the exporters.

If you have any questions concerning this submission please do not hesitate to contact me on
(03) 8540 2451 or AP’s representative Mr John O’'Connor on (07) 3342 1921.

Yours sincerely

s

Matt Decarne
Trade Affairs Manager
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July 2008

protecting our borders




PUBLIC FILE
Trade Measures Report No. 138

Table of contents

1 PURPOSE ..
2 EXPORTER/ MANUFACTURER DE TAILS

3 GOODS UNDER CONSIDERATION & LIKE GOODS .

31 Like goods — prehmmary assessment...
4 EXPORT PRICE ... R

41 Export sales .
42
43
431
432
44 Arms length ..
45 Export price - prellmmary assessmen:
5 COST TO MAKE & SELL .. RUUTRON
51 Cost of production. ..
Verification of cost dala
Cost of preduction - summary

Expon sales verification
Introduction. ..

51.1

51.2

51.3

21

52 Selling, general and administration expenses ..

521

522
53
54
55

6 NORMAL VALUE ...

6.1 Introduction ..

6.2 Price paid or payable in domestlc sales
621 Domestic sales ..
622 Verification of domestuc sales
6.23 Arms Length Transactions ..
624 Ordinary Course Of Trade .
625 Volume and suitability of domesnc sales
626 Domestic market situation ..
627

6.3

6.4

6.5

66

6.7
6.7.1
672
673
674
675
676
67.7
678

6.8

Delivery costs. .

Sales by other sellers, . .
Third country sales by the exporter
Constructed normal value . .

Credit terms .
Level of Trade
CMI's margin (domestlc sales)
Profit .. R
Physlcal dufferenoes
Adjustments - Summary
Normal value - preliminary assessment

7 DUMPING MARGINS — PRELIM:NARYASSESSMENTIQJfff:ffff:ff.’fffffff'ffffffffff.‘f]'.'.f.'.f.'f.‘f.‘ffff.
8 GENERAL COMMENTS. . .
9 LISTOF APPENDICES . o o oo

Pindo Deil

Exporter and |mponer— prellmlnary assessment

Verification to exponer spreadsheet

Pindo Deli's selling. general and admmnstratuon expenses
CMI's selling general and administration expenses ..
NON-OPErating @XPENSES ... . oot o e e s e

Cost 1o make and sell-summary e e e e

Domestic sales - summary..,..4...,..4..A..A......A. e

Best available Information . . . . e e
Fair COMIPATISON Lo ottt e e et e ettt e e
IRIANG frEIGRE. e e e s e e
Packagsng e e e e

July 2008

Present @l iNTEIVIEW ... . . oo e o e e e e e
Date and place of INMBIVIEW. ... ..o e i
COMPANY GRS .. . oo e oot e s
Markel profile ... ...
Accounting information ........... TR o
Tumover and income statement ... .. ...

Differences in production costs between goods exp-oned and goods sold domesllcatly

22
............ 23
23
.23
23
.25

0O
No

PUBLIC
FILE

l_IC)é‘Cr




o

PUBLIC FILE
Trade Msasures Report No. 138 Pindo Dell July 2008

1 PURPOSE

The purpose of the visit to PT Pindo Deli Pulp & Paper Mills (Pindo l_)eli) was
to verify information contained in the exporter's questionnaire, submitted on
14 May 2008.

The submission comprised background to Pindo Deli’s activities, details of
exports to Australia, domestic sales, normal values and cost of production.
The submission was supported by attachments.

The investigating team will use the verified information to make preliminary
assessments of:

o Like goods; PUBLIC
e Who is the exporter and who is the importer; EILE
e Export prices,
+ Normal values; and -
’ FOLI0

s Dumping margins . O 4_8r

. . . NO:....... &l
The team will preliminarily assess export price under s. 269TAB of the

Customs Act of 19011 (the Act). normal values under s. 268TAC of the Act,
and dumping margins under s. 269TACB of the Act.

At commencement of the visit, the following aspects were explained to the
company:

e The process and future key dates for the investigation, statement of
essential facts (SEF) and final finding;

» Confidentiality of information, including that information provided by the
company would be treated as confidential unless the company agreed
that it was non-confidential;

Preparation of confidential and non-confidential reports on the visit,

The public record system;

The opportunity for Pindo Deli to make submissions to address issues
arising from the visit report, and later the statement of essential facts; and

+ The verification process and the importance of cooperation.

We emphasised that the purpose of the visit was essentially to verify
information in the exporter questionnaire and to gather factual information to
enable Customs to determine normal values and export prices in respect of
Pindo Deli in accordance with relevant Australian legistation and the WTO
Anti Dumping Agreement.

Any final conclusions and recommendations (to the Minister) would not come
until later in the investigation and would be made by the case delegate. While
our report would provide some assessments and interpretations of the data,
these would be in the nature of opinions and recommendations to the case
delegate, who retained the option to draw alternative conclusions consistent

1 All references 1o legislation in this report, unless otherwise expressly indicated, will refer to

provisions of the Customs Act 190/.
PUBLIC FILE 1
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with the legislation. After examining all available information, the delegate
would give his report to the Minister, who makes the final decision.

Pindo Deli was informed that any copies of documents given to us would be
marked as confidential unless we were told otherwise.

We commented that, as ali exporter visit reports produced by Trade
Measures were subject to Quality Review in Australia, we would be unable to
provide a draft to the company before we left indonesia.

Prior to Customs’ departure from Australia to Pindo Deli, the company
advised its willingness to fully cooperate with the investigation.

This commitment was generally demonstrated throughout the normal value
investigation by making relevant staff available to provide explanations and

by, providing access to requested information, including copies of
documentation.

We were informed that Xseoooote: had been involved in ¥x dumping
investigations for paper related products in the last ten years.

PUBLIC FILE 2
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2 EXPORTER/ MANUFACTURER DETAILS
Company Name PT Pindo Deli Pulp & Paper Mills
Address (Head Office) | B11 Plaza Tower 11
o™ Floar
JIM.H. Thamrin No. 51
Jakarta j0350 SUBLIC
Indonesia FILE
Contact Mr Arvind Gupta
Deputy Director
Telephone 62 21 392 9266-69 FOLIO 2 ;
Facsimile 62 21 316 207 FNDL. T
Email Arvind_Gupta@app.co.id
Address (Factory) Desa Kuta Mekar BTB 6-9

Karawang 41361
Jawa Barat
Indonesia

2.1 Present at interview

Company

Mr Arvind Gupta

Corporate Sales and Marketing

Lenni Suriati

PD HQ Accountant

Lim Yuti

CMI HQ Accountant

Riko Handoko

Tissue Business Unit Head

Halim Maspolim

PD Export Marketing

Herlina Poppy

HQ Corporate Sales and Marketing

Other company staff were made available as required.

Company Representative

Mr Roger Simpson

Roger Simpson & Associates Pty Ltd

Indonesian Government Representatives

Mr L. Piter Hanfi K.S

Ministry of Trade, Republic of Indonesia

Mr Josep Pelawi

Directorate of Trade Defense, Ministry of
Trade, Republic of Indonesia

Customs Representatives

Visit Report - Pindo Deli
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Mr Andrew Mumberson Customs Manager, DL&I
Mr Rod Jones Supervisor, Operation 2

2.2 Date and place of interview
The meeting took place at the company's head office on 9 -11and 17 July

2008 and at the factory on 14 July 2008 During the factory visit the

production process on one of the tissue machines (PM xx) was explained to

us. PUBLIC
FILE

2.3 Company details

Pindo Deli was established as a limited liability company, beginning -"OUO% |

commercial operations in 1978. The company is engaged in the manufacturel na: | 770

and sale of paper, carton boxes and related products (including toilet paper - remee e e——

for both domestic and export markets.

Pindo Deli is 00 percent owned by XXokee000060%06000006¢. The
principal shareholders of this company are listed in the exporter submission.
Also provided with the submission was a corporate structure chart showing
how Pindo Deli is related to associated or affiliated companies. Also provided
was Pindo Deli's internal organisation chart.

All of Pindo Deli's domestic sales are through a related reseller PT Cakrawala
Mega Indah (CMI), which is shown in the corporate structure chart in the
submission. The reseller's activities are described in more detail later in the
report.

The company's head office is located in Jakarta. The manufacturing plant for
toilet rolls is located in the city of Karawang, which is about an hour’s drive
from Jakarta.

Production of tissue is continuous based on 3 shifts per day per machine.

We were provided with a brochure showing the range of tissue products that
Pindo Deli manufactures (attachment gen 1)

2.4 Market profile

A breakdown of Pindo Deli's production of all products manufactured during
the investigation period, in terms of volume, is as follows:

Exports to Australia, *%x%x percent
Exports to third countries ; xx percent
Domestic sales. *x percent

For the goods and like goods manufactured in the same period, the
breakdown is:

Exports to Australia % percent
Exports to third countries % percent
Domestic sales ¢ percent
PUBLIC FILE 4
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2.5 Accounting information
Pindo Deli's financial year is from January to December.

The 2006 and 2007 audited and consolidated financial statements specific to
Pindo Deli were provided with the submission. The accounts were audited by
Jimmy Budhi & Rekan, registered public accountants. The accounting firm
noted that its audits were conducted in accordance with auditing standards
established by the Indonesian Institute of Certified Public Accountants.

The following observations were made in the submission:

TRy L LYV VIV VI VI IV IVIVIV v as Le st E1 et Db s 502 2 028,

k. (Accounting practices)x
A chart of accounts was provided with the financial statements.
All financial records are held in the company's head office in Jakarta.

The company uses an XXX accounting system to generate journal ledger
accounts. i.ANO

oLl

FUBLC |
FILE

This system incorporates a %xoeaeeaneoaoosseoes module which records:

By e VTV e TD € 2 e ¢ LVIVIVAVLV) QVIVIVIVIVIVIVIVY QUIVIVIVIVIV.VovatT SV e o Ve £ 2 0 iave s 3 s s A G2 e s 2]
0K

The system also incorporated a »eeasosoossnsossecs: module which records,
RO HHNHHHK

) A £y
Vo C - A aTaTaTa s aTAATaTa A TaTATATATATA A A AT ATATAT T T S T oy T

AVAVATATAVAVATAVAVATA
PRI RO

O00REH0OHHNN0HHENGONEON00oonoxAL the end of each month the XXX
system generates a trial balance and financial statement.

We were provided with a copy of a power point presentation giving an
overview of the company's accounting system (Confidential Attachment
ACC1).

PUBLIC FILE 5
Visit Report - Pindo Deli Toilet Papar Indonesia and China




. PUBLIC FILE
. ) Trade Measures Report No. 138 ) Pindo Dell July 2008
\.

2.6 Turnover and income statement

As requested by the exporter questionnaire the company provided us with an
income statement (Attachment A-6) and a spreadsheet giving turnover details
(Attachment A-5). '

in A-6, was a notation “Export to Australia [includes] HHIOOHO00ONINK
00000000, This refers to sales eeaotttaoaua-Ho0a0HEE000¢
M M M MO MM MMM WYUK

R Y VSV VIVIVEVIVIVIVIVIVE SV D I e e s S S T B e 2 L s s bttt e
O A FFA NI HHH KRNI H IO HFHHIVIHHKIOOK
yax (accounting practice)

The volume and value of sales shown at Attachment A-6 agreed to the
amounts shown at Attachment B-4 (Sales to Australia). However, the data for
domestic sales at Attachment A-6 did not match the data at Attachment D4
(domestic sales). This was because the amounts shown at D4 were
domestic sales by CMI, being the first arms length sales of the goods in
Indonesia. Attachment A-6 showed the volume and value of total sales of all
production, and the GUC, for Pindo Deli only.

PUBLIC
FILE
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3 GOODS UNDER CONSIDERATION & LIKE GOODS

The goods the subject of the application (the goods) are certain toilet paper in
rolls with the following dimensions:

e a maximum width of 120mm;
» 2adiameter not exceeding 136mm; and

ermtsiraey ol

« a perforated sheet size of approximately 110mm x 100mm.

Parent reels, folded toilet tissue and jumbo toilet rolls are excluded from the
investigation.

The goods are classified to tariff subheading 4818.10.00. statistical code 01
in Schedule 3 of the Customs Tanff Act 1995. The goods from indonesia are
subject to rates of duty of 5%.

With the submission, Pindo Deli provided specification data for each type df PUBLIC

toilet roll sold in indonesia and sold to Australia. The information provided FILE
included: .

e Sheet width; FOLID

s Sheet length; and . . 4

« Roll diameter. Ne....7~ ‘2‘ ..... ¥

The specification data also included other data such as ply, printing design,
embossing type, grams per square metre (gsm) and packaging.

We noted that the specification data the toilet rolls as Quality sX%xand asked
Pindo Deli whether there were different qualities of toilet paper produced.

Pindo Deli advised that their mills only used Quality »%exor “¥x product and
that only Quality xxx were exported to Australia.

Pindo Deli said that associated companies PT Lontar Papyrus and PT The
Univenus made and sold Quality xxx products,

ORI NI HHIDOIONAE00000eeRo00 (description). For
example. Quality xxx toilet paper XHeeeea6e0066a 0000000000000t
RN IIHHHHIRAIH IR A KK HIDHH IO IIOHIOOEOOOODIHNKHNK
xx60000060-(description)

Our examination of the description of the goods provided with the application
showed that none of the Quality 3« product had been exported to Australia.

Pindo Deli also said that the Quality %% and Quality ¢ products

X R HH AR I N K IIDIIOOORHONOHH000HOBE IO
(sates information). The company further submitted that the Quality »ex
product
HOOOEOONEHOHERREHGHCH0NHOGONHNNBEOHEEENNNHERURCRNHHN000OEBEEVNK
IOO00OGHNHNNHLRHHNNE00000000xx (sales information). Regardless, Pindo
Deli do not make Quality xxx toilet rolls, even though CMI does sell this
product.

Pindo Deli provided physical samples of a Quality s (Pindo Deli) and Quality
ok (Univenus) Xoeex (brand) toilet roll at Attachment G-2.

PUBLIC FILE 7
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PT further advised that the cost and sales data provided in the submission
related only to Quality %xx product. Throughout our verification we did not see
any information that contradicted this advice.

Using the data provided we compared the Quality »x toilet paper
manufactured and sold by Pindo Deli in Indonesia and the Quality e toilet
paper manufactured and sold by Pindo Deli to Australia we found that both
met the description above.

3.1 Like goods — preliminary assessment

We are satisfied that the toilet paper produced by Pindo Deli for sale on the
domestic market are not identical but have characteristics closely resembling
those exported to Australia in terms of s. 269T(1) of the Act.

PUBLIC FiLE 8
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4 EXPORT PRICE

4.1 Export sales

Pindo Deli is the manufacturer and exporter of toilet paper sold to Australia
under the brand names of VNGV NV NINIVL QVIVIVIVIIVIRVIV) SVNive s e B e e P E
JOOOHHRIIE IR I

(brands)

Xwe&mmmxmxm-mxxum%mx%me«me&mw

FHRIIHE K HHHKHIIHHH HRIHHHH K IR HHHK WWMW_

RIGOOOOOXKRXHXHXX (Sales practice)
Pindo Deli considers that it has X A HRIIOIORROROOK IHN KK

(customer information)
Pindo Deli summarised the sales process to Xee00c%006¢ as follows:

FERHINEHRHK KFHHHHHHIIHHHHHH

The Sales ProCess XxsxsXxXX BN INX IO NN IONRKRHK K
A C VS VIVIVIVIVEVE QY2 VoV e VI VIV I I I PV IV v vave o e e 2 o T s TS a s S at e e oo 30 g
p LNV 49 SVOVIVNIVIIINDI O T T & & £

Pindo Deli submitted there were no rebates or off-invoice discounts
associated with its sale of goods to Australia. We found no evidence to the
contrary. The company also submitted that it was not related to any of its
Australian customers. Again we found no evidence to the contrary.

Pindo Deli advnsed that WMWW

mmxmxmmmm
OO XX KRNI OTIOODOGHO0B000000000E0GRHNO00COXX
OO KRHH KOO0 XNXXH% (price information)

Pindo Deli further advised that

b AVVIVIVEVS KAV IV e S e A A TSN ST AT £ e a2 A e IS S s DR S0 S
OO R IR I HIOOO0CONNOHEOIN N0t
ORI HHIIEORONEO0000000X (SUpply arrangements)

PUBLIC FILE 9
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X IR IR HFRHH IR I HH I KR IO IIION
IO FHIHHIIFHH I FIOOOOHEOE00OHOOHHR0ONNEHEHE00E
060000060 (price arrangements)

42 Exporter and importer — preliminary assessment

WWWWWMMW
I AR I H R HI NI IR H IR IIIIDOEDDORGEHEORHHDEEOHHHENEHCO

Arrrs s

pos
P IFRTA

+ Negotiated the price;
e Received the order for the goods from its Australian customers;

e Manufactured the goods; i=
s Transported the goods to port; NO:.... 3q ........

» Arranged for the goods to be placed aboard an international cargo ship

and in some cases, arranged overseas freight,
o |NVOICEU M HMITIHHIRIHHHHKFA N
» Received payment directly from
B IHHHH HHHHHHHHHK

Based on the above we form the preliminary view that Pindo Deli is the
exporter of the goods.

We further note that xXxxxxxxx
» Negotiated the price
¢ Raised the purchase order with Pindo Deli,
o Were invoiced by Pindo Del;
¢ Paid the invoiced amount directly to Pindo Deii;
¢ Arranged and paid for the unloading of the goods;,

Arranged inland freight in Australia. xBased on the above we form the
preliminary view that Xseeoex is the importer of the goods. We consider export
price can be determined for these transactions in accordance with s.
269TAB(1)(a) of the Act.

However, we note that from the Xsexoobessx visit report different
circumstances apply for some transactions. XsoeeueXooeowis both an importer
and a trader. For transactions where it is an importer, the same
considerations apply as forxXeeaxxand those transactions can be
determined in accordance with s. 269TAB(1)(a) of the Act.

For transactionNs 3o 000000 X 00000000 NEERHE0000000H0MN
BT VA VIV VI IV VI VEVIVIVIVIVIVIVa v L LAV gV a S 2 ia e e v d LT Aok A7 s T T HTaT e T ST e 4 e
VSIS VIVETIVIVIVECIVA ZVNIVIVIVG SVavAVItE SVTSHVIS VI AT s e R VT T S e s A
R IR I HH IR H R H IR R H ORI IR I IO IO
B TR b g S et s T e e et et Tan teri st Sa S Tae £Ta s £t T ST e 4
B a YR S VIVEVAVIVAVIVVAVIVIVIVIVIV VeV IV Ve Ve Ta 2 1§T0 AVE B A4 3 g 6 8 0 8 3 A & 1a B a1 A e aTaTata e e e S e s s T
N KR HIRII KKK NI HHH AR HHKN HHRA I XK KKK X K KOO NH IO
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ORI IIHAIH KNI R I HHHHII OGO IOHK
RN IBa(trading arrangements)

For these last four reasons, we preliminarily concluded that Xoeaeeoeooa
R HHHIHIHH IR IR H I FIIONRHHIIOONIEICOOX
X R RIH IR IR NI IR IIHOBROBEIRIIBOCOOOK
RasHouaOtooao: (trading arrangements)

X OGO I IR NN NI KN KIS RH IO IR IIOOTINIOOCODEEE
KRN RRHI KK IR I KKK I IO IEICOOCRON
FOOEHFHHI IR

MR IR KNI IIHHIH IR AR HH KA IHNHHIOIHIHINH (trading arrangements)

We do consider that all the circumstances of the sale are known and that
EXPOIt PriCEX0ORRKXINKINHHOREHHERNEHHORHHOCAN be determined in

accordance with s. 269TAB(1)(c), using Pindo Deli's invoiced price less any PUBUG
post exportation costs where incurred. E ‘ FILE '
4.3 Export sales verification ]
1F0LI0
431 Introduction Ino 28]

Pindo Deli provided a spreadsheet with its submission showing all sales of the~—
goods to Australia in the investigation period. We reconciled the total volume

and values shown in the spreadsheet to ‘exports to Australia’ shown in

attachment A- 6.

4.3.2 Verification to exporter spréadsheet

There were 491 shipments by Pindo Deli to Australia in the investigation
period. Details of these shipments were shown at attachment B4 to the
submission. The shipments shown in the spreadsheet matched information
obtained from Customs' commercial data base.

Two sets of documents were provided with the exporter submission.

Prior to the visit we selected documentation relating to 10 export sales to
Australia for verification. During the visit we selected a further 5 sales and
requested supporting documents. We requested copies of the:

Sales confirmation;

Invoice,;

Packing list;

Biil of lading;

Evidence of payment;

Overseas freight invoices and evidence of payment (where applicable).

We were also provided with the journal entry in the Pindo Deli's accounts
showing the payment to Pindo Deli by the Australian customer.

Copies of these documents are at Confidential Attachment exp 1.

We matched quantity, value, customer, description and other details shown

on the shipping documents to the export sales spreadsheet provided with the
submission.
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The exporter spreadsheet also showed the ocean freight in USD per
transaction. We were informed that the CIF ocean freight charge on the
spreadsheet included terminal handling charges and certain other pre FOB
costs. but not including domestic inland freight and customs clearance fee.
The invoices for ocean freight reflected the combined charge.

Where the shipment terms were FOB, the amounts shown as ‘ocean freight’

in the export sales spreadsheet were these pre FOB costs only. Therefore, 5UBC

the terminai handiing chaige {(and certain sther pre EQOR charges) only was FiL::'
shown for those shipments that were FOB and listed in B-4 under ocean

freight. ~

For the purpose of deriving an export price at FOB level for CIF shipments, § OUO%7

we calculated a per tonne rate from the ‘ocean freight' charge for those FOByNo:.....24..oeene

shipments and deducted this amount from the ocean freight charge. We ar
of the view that this method derives an ocean freight amount net of terminal
handling charges.

Ocean freight was apportioned by weight on the export sales spreadsheet
where there was a split shipment, for example, toilet rolis and jumbo rolls.
Invoices for combined ocean freight and terminal handling charges (or
terminal handling charges only for FOB shipments) for selected shipments
are at Confidential Attachment exp 2.

For one of the selected shipments we noticed a discrepancy in the ocean
freight allocation (invoice number, dated). The company explained that there
was a decrease in the shipping rate on, altering the standard rate from. The
company provided an extract from its XXX system showing the rate change
on 15 March 2007 and a Vessel Booking Instruction showing the shipment
had been booked before the rate change (Confidential Attachment exp 3).

We found no other discrepancies with ocean freight charges.

Marine insurance was apportioned as ‘Table of Rate and Premium’ as a
proportion of overseas sales for 2007 (Confidential Attachment exp 4). The
export sales spreadsheet in the submission inadvertently included marine
insurance for its FOB sales to Australia. This was removed from our
calculations of export price. As marine insurance was a minor cost, we did
not verify further. :

Inland freight for export is shown as ‘Inland transport’ on the export
spreadsheet and includes customs clearance fee.

We requested export inland freight invoices and journal entries for ten
shipments (Confidential Attachment exp 5). For some shipments, the
inland freight invoices were consolidated documents covering several
shipments.

The general ledger amount (standard cost) matched the amount shown in B4
in each case. The general ledger also showed the Rupiah amount converted
to USD. (We compared the rate of exchange used by the company to
Customs' exchange rate and found them comparable). The amountin USD
was apportioned by weight and was shown as the inland freight amount for
expcrt shipments at B-4 to the submission. .
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However, we were not able to match the amounts shown in B-4 and in the
general ledger to actual freight invoices. The freight invoices showed two
components of the charge, the actual inland freight and a customs clearance
fee.

We provided the company with an example of this problem, where the journal

entry and amount shown in B-4 was approximately half of the amount shown PUSLIC
on the invoice. (The example provided involved a single line of goods so ciLE
there was no further compiicating factor of apponticnment].

The company responded by acknowledging the standard costs for infand ZOLIO
freight used in its general ledger, and subsequently in B-4, were dated and . 36
inadvertently understated. NC...

.......

o e —

As we had verified invoices for inland freight and customs clearance charges
for 15 shipments. the company suggested we use these amounts as the basis
of an allocation by weight for each shipment. The selected shipments
covered the investigation period and a range of customers/consignees.

We examined the data before us and consider the company’s proposal
reasonable. The average amount for inland freight and customs clearance
for our export price calculations increased from USDxwwsoato USDoceosper
M/T. The calculation of the amended inland freight amount is at Confidential
Attachment exp 6.

Base on the data provided by the company and our verification, we are
satisfied that the export price spreadsheet, amended as described above, is a
suitable basis to calculate export price for the goods in accordance with

s. 269 TAB of the Act.

44 Arms length

After examining sales information contained in the questionnaire, the sales
documentation in respect of the selected export sales, the importer visit
reports and other material during our visit, we found no evidence to suggest
that:

. there was any consideration payable for, or in respect of, the goods
other than their price; or

. the price was influenced by a commercial or other relationship between
the buyer, or an associate of the buyer, and the seller, or an associate
of the seller; or

. the buyer, or an associate of the buyer, would, subsequent to the
purchase or sale, directly or indirectly, be reimbursed, be compensated
or otherwise receive a benefit for, or in respect of, the whole or any
part of the price.

Based on the above, we are satisfied that sales of the goods by Pindo Deli to

Australia are sales that are arms length transactions in accordance with
s. 26STAA.
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4.5 Export price — preliminary assessment

As detailed above, documentation in respect of the circumstances of Pindo
Deli's export sales to Australia during the investigation period were verified.
This included selling prices, payment terms, inland freight, port and handling
charges and other ex-works costs.

We prefiminarily identified the importer and exporter for each transaction. SUBLIC
furthar identified two circumstances concerning Pindo Deli's export sales. Fpr -
the first circumstance, Where Xooooaaaooaaom RN X X% ———
Xooa0ooxx, we consider that the goods were:

~OLiIO {
« exported to Australia otherwise than by the importer, and i %

e purchased by the importer from the exporter in arms leng
transactions.
For these sales, we recommend that export price be determined in
accordance with s. 269TAB(1) (a) of the Act using the invoiced price less any
charges incurred post FOB.

In the second CIrCUMSLANCE, XXNKIOMRXZIONRFFIOOO0NR
OOOOGHRXX J0a0i000osona- there are reasonable grounds to conclude that
the goods were:

FHTHHHHKXHHIIHK KK HNHHHHHHHH XWXX-WXXWWW
[VIVNIVIVIVIVIGI VIV NI L s s S S TR SRS 2 D et o e o el 5 a0 8 Bl Sl )
FIOBKHHRFAHIH

We conclude that all the circumstances of the sales are known for these
transactions. Pending further inquiries in Australia, we recommend that
export price for the above sales be determined in accordance with

s. 269TAB(1) (c) of the Act, using the invoiced price less any charges incu.rred
post FOB.

Export price calculations are at Confidential Appendix 1.
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5 COST TO MAKE & SELL

The Cost To Make and Sell (CTMS) data provided with the submission for PUBLIC
domestic and export sales consists of costs ex factory but does not include f EILE
delivery and associated costs such as terminal handling fees. These costs
are verified separately in export price, normal value and adjustments.

Pindo Deli advised that actual costs were used throughout the company and | No: 34
in the compilation of the data. In some instances a standard cost may be Y0

used based on historical data with a revaluation adjustment done on receipt
of the final invoices.

Shared costs are allocated based on tonnes of production or the machine
rate of tonnes produced per hour.

We visited Pindo Deli's manufacturing facility and viewed the manufacture of
parent rolls and converted products including toilet rolls. Pindo Deli provided
a power point presentation of the facility and the manufacturing process.

From the presentation, we were informed that the production facility is located
about 50km from Jakarta. there are two mills, Pindo-1 (started in 1976) and
Pindo-2 (started in 1997)

Both mMills XXX iR R R IR H I IOH I NI ITH
BT LV VIV VIV VIV VIVIV VIV VLV VN VIVIVIVEV TVVIVIVIVIVIVIVICEVD & & LV s T el Sl oo 2s 22 sl s o
VIV VIVVIN. 2VIVIV) AVIVNIVIVIVENS 2V VIVIVIVIVIVS ZVVNIVIVIV IV IVNa T/ A s e d A S b rate s b e H e S B 08
pIEVIVIVIVIVING A & VNIV I P ETSS S S S e e St st s it e sttt o
R HHHH NI IR IIEO00000x (quality standard details)

Pindo Deli als0 has XX hooontamxaa-taatotaaaaiatatotaneaaooaaam

SV LV VIV IVIVIVIV VIV VIV e DD T D D e s s p & B & & ST IS e oS a e e Bt e bt s bt
PO KR XX MM A HHIIIIE I N KKK KIHHIH K KON KKK
OO NN KRNI N HH N KR HIOHHRHH IO RIIEOBODCIOONRI IOk
Yy VYL VL V2 VIV VIV IV LV AV VIVIVIV IV VIV D Ve s e avd ae Tt e b s T et B b s s os s S ottt s
Y VL LYV VLV IVIVIVIVI Ve V2 V2Vov) AV-VIVIVIPVIVIVIVIVE &3 et Tavers S bbb ta B S s s s o8 8 0 d
Xso¢ (quality standard details)

Pindo-1 facilities include »xxx paper machines, whilst Pindo-2 facilities
include x paper machines. Also on the site are 3eaaaxosa0e00e000

VS T LV VIV IV IV I VoV IV IV VIV IV T VeV IV TV TV DD DI e S BT e R S 8 B @ S se s s Tt e Tt s
FRRKIOOOOOOO00N0X (production processes)

Other products produced at the site included woodfree, preprint, coated,
thermal, carboniess and photocopy paper as well as corrugated boxes and
sheets. Pindo Deli manufactures the cores for the toilet rolls as well as the
boxes for packaging.

The GUC are manufactured from parent tissue rolls produced on paper
machine %o (PM-x) located at Pindo-1 and paper machine xx (PM-xx)
located at Pindo-2.

Other converted tissue products produced on the site which are not the goods
are:
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m*wﬂwx*xmmxmmm*m%

FIHIHHHHA

(product information)xPindo Deli provided a tissue product catalogue that PUSLIC
details the products produced by Sinamas Mills. EILE

In addition Pindo Deli manufactures and sells the different types of parent

rolls both domestically and for the export market. cOLIO

A hard copy of the power point presentation giving the above overview of nne 85

Pindo Deli's manufacturing facilities is at Confidential Attachment CP1. ¢t

RO

We had noted a discrepancy in the submission relating to production and
sales. Pindo Deli advised that this was to do with Xxxaaaxaaee-Xeaoot
memw*mxmwxwwwwm
Dy U IIVIV NIV S T S g 0t ST B e sie D D oD S Te s et bt St Sttt
VIV VVIVIVIVIVIVVIVIVIVIVIN & & GV TN S e B s e B ALt 8 S s s Lt
R RNV TV IVE VIV IV IV VIV IVIVIVVIVIve e T DL e B e b e e 20 2 2 80 S St sttt ]
RO HHH I HHHH I HH I AR HHHBIODREOHHEHEOHOENEOE0K
PVIL'A 4 AVVIVIVIVIVIVIVIVIV I VIVICVEGvive £VTVvivp SRS TR 2 s et 2 20 it 2t Dttt sttt
RIHN

(accounting arrangements) This spreadsheet is at Confidential Attachment
CP-2.

5.1 Cost of production
A brief overview of the production process is as follows.

Imported and locally produced pulp is mixed with broke (recovered waste
tissue) and chemicals and then fed eaeaaaaaaaERE NN HKIK
Jounoananaseaosoaa-The paper machine forms and makes the tissue paper,
all tissue paper manufactured Meee6eeEEERHERREREHHERDENK

OO HNHIHHIHHHIRH KK IH NIRRT X IR HIH OO0

IO R H IR NHH I XN RHIHHA RN HHHRH K IEDOOOHHEHEEEOGEOHGE000GOK
FOEX X*WXWXKWW%XWWWW

FODOR IR A EROOHOROHEOHO0OCNEHHEOREENHE000EENRENOGOE
OO OO INNHNIOEHHNENNONBINHENOOENAHEEEEHNEGEE (production
details)

5.1.1 Verification of cost data

Pindo Deli accounts for its COStS XraXXaatomsmaanoatoat- X000 00000000
X HRK I IR HRHHFNHKHRHHH I K NHIOX ORI IOHHK
xoxThe Cost To Make (CTM) provided in the submission consists of material
costs, direct labour and manufacturing overheads.

pEVNIA '8 AV VNIV LTIV VIV VIV IVI V2V VIIVIVIVIVIVIVIVIVE QUGG Ivar IV VIV e TV s S e B aa e s a8 BT a8 £
AvIvIvs ZVIVIVIVIVIVIVINIVY RAVIVIVIRVIVIVISIVIVIvSvs SVIVIVIVA QVEVSVIVE AV, VAT ST SRV P T
PAVAVISSVIVIVAVVa VIV IV VI VVSVIVISIVVAVATAVAV v va TS b & ST TP T ST S SR S SRS P D a2 d e B0 e
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WWWWWMMM&M'
XXax({production details)x

Pindo Deli provided B IOOONONOL0ONNNeIsRensnsso-document f PUBLIC

the calendar year 2007 that details the cost to make the GUC and other EiLE
products on a monthly basis. The details match the CTM detail on the
submission. This document is at Confidential Attachment CTM-1. Z0LIO

27
Pindo Deli provided a more detailed Statement HOOH00000%E00 jNoL. AT

XK KNI KHHOxX-that detailed these costs that match the
SUDIMIS Si 0N MK AR IR NI FHNH IO IR ‘
wxmxm%xxmxxm-%m%xxmwxx—m—xmmehese details
are at Confidential Attachment CTM-2.

Material Costs

Material costs are the costs of paper and chemicals.

Chemical costs include solvent, emulsion and ink for printing. These costs
comprisexeeeusosxsoxof material costs and
approximatelyxoaxxoaxCTM.xThe paper costs account foraasof CTM and
consist ofobeondemakaesaxcosts (Jumbo or Parent Roll) and wastage.
Wastage is the amount of scrap tissue (broke) from production of toilet rolls.
It is reused in the production in the production of parent rolls and is accounted
for as a NEgative COSIXXIIOHIIIIFDEHIHINHRIINCHOHETON
OO HHHH KK IIXHXKHIRHHK IHHHHHHFIIIIIHHHHHHHHHHK

XK I XN K IHRRIOOENIHRIIORHEONEEEEEEONHHOE

VT VEVIVE AVGVVIVIVIVIVIGVVN Ve e T e DU SR Sa PR & 80 2 Don TR B ey S st Tt s sttt
VIVA BV VIV VIVIV VIV VIV S L e S e S SR U BT A e S S IT S AT B S ST TR S Yt s Sttt
XXX

Pindo Deli provided the following documents to substantiate the cost of the
parent roll. Parant rolls are produced by Pindo Deli at the same site as the
converted tissue. The parent roles for the GUC are produced on Paper
MaChiNg 30X Mok XaaEaaa OO HIRNEX IO

Pindo Deli provided a summary of production volumes and costs for each
month of 2007 fOrREoaaa0X-IEOEORHHEHO00D0OOKKRK
ORI IIIRK IR RI000- This document forms
Confidential Attachment CTM 3.

P AN HHK AR HHI IR I K HRHR IR IR IO
KRR HH I I HHFRHHH KK HIHII IR K MR HHHHKHH NI IHHIIIIOHKHHKK
I IIIHK KN H KRR H KK IHH I I IR IR IHHHFIHIIOOEIOIOO00COK
KIOCORGNRRKHH RN XxxPindo Deli provided a summary of costs of the
parent rolls for XX Koo Xaa ORI K XA
UIVIVIIVINIVIVY AV EVevav VIV VIV VS Va2 d e s BV e Das e e et AR A DA B & et 3 B Bttt o et
RN DRI IR HIH H I H IR HKH IR IITHIIHRIITK

R AR HH IR IIOIIOODBONNC X 0000000e00000eneso-(verification
detailsho=These details are at Confidential Attachment CTM-4.x
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To substantiate the costs at CTM-4 Pindo Deli provided detailed costing for
producing parent rolls for RRHHIIIIOHHIITHHIFAFKATHHNHEA
soonaatXonaaxxThese details are at Confidential Attachment CTM-5.x

] e e, e b

PUBLIC
FILE

The cost of the parent rolls consist of pulp costs, chemical costs, variabie {FOLIO

overheads such as electrical, steam, gas and water, packaging and fixed No:

.................

overheads.

Pulp costs sasaoaacssacona-of the CTM of the parent roll %eeeaaoooaao
OGO RGIOHOHHHHOEHENOHEHHEEHEONHE0NENBN
FHHH,
xmx*xxm-mxxxx-mxxx*xxmxwmwmxmx—x%xmm“mxm
KOOI H IR K I H R IHHRHHH X IO RN I HHKHOIOHHHK
(pulp usage rate)

Pindo Deli provided the Monthly Pulp Consumption

Repo PETIVIVIVVA b RVIVIVIPIVIIVA  QVRVIE'ers STSE Ve 50 Do e B S e s 2t st S
RO BOEBNRONNRRNENORaaRNeacoNathis report is at Confidential
Attachment CTM-6.

The tota! consumption by type on this report matches the total pulp
consumption at shown at CTM-5.xAlso provided was the Pulp Stock report
and Pulp consumption report for ®aaxoaaanaotaas1aeetnuactooat

FRRH KIDOHH R KIHHININ X K HHH K IR HIOEK KK HIHHHHH MK KIHHIOHHHF OO0k
oo These reports form Confidential Attachment CTM-7 .x

The pulp used to produce the Parent roll tissue paper for the GUC on »Xo0k
is detailed at CTM-6-

VIV A & (ENIEVNIVIVIVIVIVVIG & & & SVIVIIIN & & & £/ st ST A SIS SR st ettt e
T Vv TvivvIvpva v v a i T 0 ST Ts & & § £ 224 ol s 22t ]
xxxx (how certain types of pulp are used)

XXX mm-xxxmxxwx—mxxmmm

O BIEOHORORERNONEORGEEEERNNNEORenH (costing of pulp)

The cost of purchased s Ias060a00MR KR KX RIFFI00OCEH0
ORI KK K HHHHHHHHH IR N IR T XHK

O YLV N L VI TVIVEVIVIVIVIVIVIVIVIVIVEVIVIVITA U @ AVAVIVEI VG VeV e aa e A eI E e e Do e s s s p e e e e o £
»xxxx—Pindo Deli provided invoices and payment details to substantiate the
volume and value ofXXbenoanoaassoxThese documents are at
Confidential Attachment CTM-8.
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X IR K IIOH I XK KT IHIH K KIHHRHIOHHHHHHIHOOO00K

WWWMMWWPMG
o Deli provided invoices and payment detaits to substantiate the volume and
value ofxX XXX Xoaoomsxxx (pulp usage and cost details) These documents]
are at Confidential Attachment CTM-9.

FOLIO

VEVIIVIIVIVIVIVIVIVIVIVEV 2 o 2 @ O s 23 SR e e R 0
' XX Xenooax The cost of
PUrChased XXX XxX a0 ks KA I X KX INHRIION

WX*WX*XWW-WWXXWXWWX#MW
xxX-mexxmxmwx-xmxxxxxxxm*mmwmm

usage and cost details) These documents are at Confidential Attachment
CTM-10.x

Pindo Deii also provided invoices and payment details for purchases
O FOHA XN XXX X I000asaonanabosnssonssa-These documents are at
Confidential Attachment CTM-11.x

After reviewing the information provided by Pindo Deli we were satisfied that
the unit cost of pulp used in the production of the parent rolls for toilet tissue
was reasonable.

Prices of purchased puip

Y22 2 T h AT TR A & AV-VIV IV VNIVIVIVIVIGIVIVIVIVVIV v evava s 2V e BTTS S S S £ P T T S T L2
UAV.VIVIVIVIVENS RV eCvIvIviva SVIVINVIYA STSITII IV T S TS g S el s e s SR T s SR 0SS S s s 2t
ORI NI OO DO HRIEOOIEONONNONHHOIHHDHE000006t
MR R H IO KN HH IR IHAKIRIIHII I HH KKK HDHRH KK IR HIHHHH IR IO
RN M MR R X K IO OIRRIOONOEEKIKIHOOOREEREO00DNX
AVITIVIAVIVA A LVIVATELIVIVE & & § £gv's STPLITSIIIAIA s 4 e s e R e da et st e cae s v
VAVIVVIVIVAVZVAVI VL VIS EVIvava AV 2D b & & SVILLTILTSTIIS s DA AL TSP S So S e s s e et
O IR IR IR IR RRTINHHHHIOOHHH N0 (pulp sourcing
arrangements)

b8 'S 4 DTNV 'S S R VIV VIV VVIVIIVIVIVIVIV 3 vaa s e e &% ST T e Tatela 420
VIV VIV NS VIVIVEV IV IVA VIV VI VVIVICIIvIve e vova b & BV ettt T Bt e R e s P e BT T 2 2
RPN NI HH I IR IR IO IOOHEHE0GO00OGO00¢
PNTla ST s & & & & £ SRTESA SIS A TIA R e T oS s s ettt
X HIHHOHR XD D IR KN HIIIIIHIIH NN K KN HFHH I KK HHIIHHHH AN KNIk
NN H K KK IR H IR I IIHH IR I HHHIH KHHFFOIHHITONNH I
RN HN X KX NN I IR IHH I NHIIEN KIHRHHIIRHHHIIOOOHRHIFKK
S TVIVIVIVIVIVIVIVIVIVIVIVIVIVIVIVIV IV VI A g 273 8 2 s e e S S ST T NI A R A SR A S
FHRHHHNH K FFIHHIFIOO00eX (pulp sourcing arrangements)

b4 44 N IR A & VIV IV ANI IS LTSS IO AT ST s e S e e e
VT VIV VIVIVIVISIGCTIIVVAAYS AGVIVAVIYS &YVt i I D e d B A DS S TS S NS s R s e £ T e
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ORI I IHIEHHHRHFHHK I K

RN RN IR RHHH I HHIHHHH KNI IH N RI NN AN HHAMHIOHIIOIK
RO KN IR X KIS IO I KHRHK IR IR HHHHITOAEO00K
mmm*mx-mmxmxxxxxmmxﬂmxxx*xwmxmxm
(pulp sourcing arrangements)

B YTy VL S VEVLVIVIVIVIVIVIVIII MV e tve 2 118 £ e Dt A S ds B L2 Ta b iates 2 2
VIVIV-VIVIVIVIVEVIVIVIVION & A VIV IV N e S St e T S DT S e T S St Lt Sttt
VIV A VYNV IV VIV VIV VvV s I TV s L ST ST e Do Bl 2 Se o SO0 S Dt Bt
This pricing and comparison with Pindo Deli's pricing is also at Confidential

Attachment CTM-11.x

. . . . . , PUBLIC
Based cn the information available we consider that the price paid by Pjndo ¢ g

Deli toxXoasabaeoaooXXXoreflects a market price. %

Other costs in making the Parent rolls rOLIOZq
Other costs included in making the parent rolls consisted of variable co t‘:{'ﬂt """"""""

chemicals, packaging and energy and fixed including depreciation, repairs
and direct and indirect labour.

O X MR X FR R X IR MR AR IR HHH K K IIEHHIOOGGORE0000000¢
VIVIVIVIVIVIVIVLVEV VA VI VAVIVD QUCVEVS s ava s p 8 Ty ST TS §TH S SRS ST PSSR TG T e e s Bl st
ORI NI RN I NI KM HKHIHHH IO NHH IR IR IHRHK X X IO KHFHFHIIIONHIHH I
VIV VIV VIV IV IVIVIVIVIVIVIVIVIVE QYY1 Vo VeV2VIVIVIVIVIVIVIVI LAV V eV VeIV e e v DV IR A b B B 2 2
VAV IIVIVIVIVEVIVIT e e et SE T A ST S T SR A S e o 2o BT LT e e 2 e et ot s

ORI I X I M NI IR KHFIIIOOEEHOEEEH00DDEE000E0000000
AVEVIVIV VIV IVIVIRINVEAVIVIVE eIl e s AT STAA STUATVIT S A S e T S s R S0 Lt el

[RLVIVIVEVEVEVIVIVIVEVIVESIIVIVIVEVEVIVS QVIVEVAVS £VIvavavavevevsVev iV IvI Ve D Ie A i P e A e M ST TR £ 2 2 2l
VIVIVEVa VIV VIVIVIVAVE VIV VNSV L S 2 S T e e DS IA R e ST B AT T e e 2 e T s e
IIVTIIVIIVIS Vg STINSSDS AR S S TS S S EA RS SS S S S A e N Te o a et e s
KRN KK NI AN SN KHH N R I MU IR ORI

PRI K HHHIH I K IR K IR K KX KN KKK KK AH KIHRHH I HHIHHKIFIOHK
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KRR IR KRN MR H KR HH IR IIHI I H I H AR HRHRHHIIIIHHH

xxxx(descriptions and details of other costs)

Documents relating to other Costs INCIIGINGMaEEEEERNKXXBEOHHONAre at
Confidential Attachment CTM-12.xPackaging costs include xxxxe0e¢
RO RRONOaNeaeNnssosPindo Deli provided a listing %

et & 6§ i [ ial Attachment
o xxThis document is at Confidentia c SUBLIC

FILE

Verification to audited accounté

Pindo Deli provided a listing by individual product by weight for the GUC No:....z-.g.. ....... |
TR KN K HHIIKHHIRK KHHK KN NI HRHHHK IO NI HIIHK W HHH IR
RO K KKK I X HHHH I X IHHHX I IR NI HH FHHHHI IOk
oo XX xxxxxThis document is at Confidential Attachment CTM-14.x

Pindo Deli also provided a listing for volumes and values for
productsmx—xmxwmaxmxmx%xxmx:eeexxx;e:Confidential
Attachment CTM-15. The values and volumes for the converted GUC
matched those at CTM-2.xPindo Deli then provided the trial
balancexxesxXXXxby month for 2007, Confidential Attachment CTM 16.
The values of the Cost of Goods Sold (COGS haaacXaaotmxsn
reconciled to the values at CTM-15 with minor variances.

The iotal value of COGS at CTM-15 reconciles to the value for Costs of Sales
in the audited accounts for 2007, Confidential Attachment CTM-17.

We also obtained details relating to pulp, costs of production of the parent
rolls, cost of converting of the finished goods and production

000X XXOXXxxxxxThese details reconciled to the amounts in the
submission. These documents form Confidential Attachment CTM-18.

51.2 Cost of production - summary

As a result of the verification perfcrmed at the company we are satisfied that
raw material and other manufacturing costs were fully absorbed by Findo
Deli. We are further satisfied that information given in the exporter
questionnaire and verified data provided to us are reliable and a suitable
basis to determine the :ost to make of the goods.

51.3 Differences in production costs between goods exported and goods
sold domestically

Production costs (CTM) shown in the submission are the same for the goods
exported and the goods sold locally. xxXxxxxx XXX XXX X000
XXX XX XXXXH XX HXXXKHXXXKHXXCX XXX X XXX XKXKHXX IO X XK XXX XIOCOOOOKNK

JOOCCAOCEOCK X IO XHHX KOO MO XXX
XXX
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We asked Pindo Deli about differences in packing costs, XXXXXOXXXXXXXXXXXX
XXX XXX XHXHXHKXOOUAXX XXXXXXXE XXX XOKXKXXXXKXXHNN XXXXXXXXXKXK

YOO OKOEXKXHXH XXX XXX XXX X XXX HXHEKREHX KOO HKIXXKHXXKNKX
XXXXXXXXXXKHKXXKXXXX XXX

Pindo Deli said that they XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX and applied
package costs on an average unit XOMXXXXXXXXXXXXXXX Pindo Deli claimed,
as per their opening remarks at the verification visit (see ‘General
Cumments’), that it would be chaaper t¢ produce the 4 nly exported ticsiie
than the 3 ply tissue due to lower packaging and machine costs

o xxxxxx Pindo Deli also said that they could claim an adjustment in

their favour on these lower costs per tonne for the 4 ply but did not have the

data to do so. i SUBLIC
5.2 Selling, general and administration expenses FiLE
521 Pindo Deli's selling, general and administration expenses o Kle)

Selling expenses in the submission are comprised of xeaeo0u
xoouonaaneaconcscPindo Deli provided a listing of the items that make

UpXaacaceoabonsasos-(Selling, General and Administration)
andxXxeaienoenacéuseaanaoanasaasaudited accounts. This listing forms
Confidential Attachment CTS-1.x

From this fisting Pindo Deli identified indirect selling expenses xextooaeseat
RO XK INNR KIS Xeaaeancoxthe balance of the total
selling expense were then used in the calculation for direct selling costs.x

The indirect selling expenses were netted off the total sales of Pindo Deli to
obtain an ex-mill sales amount. Direct selling costs were allocated on the
basis of these expenses over the ex-mill sales amount of Pindo Deli to derive
a percentage. This percentage was then applied to domestic and export
sales of the goods in the submission, at an ex mill vatue, for selling costs.
The percentage was applied equaily and amounted toxxxxx%, this is applied
to the ex mill sales value for domestic and export sales.

General and Administration (G&A) expenses were derived by the total of
these expenses in the audited accounts over total ex-mill sales. Inciuded in
the GRA IS 3XXGMKRHENH XK XK IHH XX HK ORI
VIVIVIVVIVIVIVEIIVIVIVIVAV VeV tivd €V s DTS e S DL s e by SR ST e T S e a el e e e e d
NIVI VI (VI IVIVIV IR et D T P Lo LSS S s e S AR T AT ST P A S et t e e
VIV IV VI T VT TV IV IV VAL VNI VIV e s & & 8%3%8 DVSTPITVATIIA SR £7aTa 2 2SS I AT St s S e e
VLV VLV VeV VIV IVIVIV IV VIVIVIVIVIVI IV VI SIS D IE SEvaiva s e T et 8 e ST A B & SVard 85 278 4 8 2
IV IIVIV T IVIVIVIVIVIVIVIVa VAV Ve S A I SV e S gt S S e T S DTS SRS S S ST S e o o e ]
HOHOEOFIIOHAIK KOOI K MR IOR IO HEOEHEHORB0BGOHHR00000000
VIVIVR Ve JVIVIVIVIVIVIGIVIVIVIVV N S e TS D T TS T e B S S ST S B T B e

VATD S AV IV ISV VA At Se S DRSBTS T A TSR R S s B e 8 a e e e R ey 2t s e
R KMIOERIH K I M SO KK MR IR X IR HHIHK KKK K IOk
IR K I K KK NI IR K XK NIHIHRH KK IR HH I KA K I K NIRHOOENH
PRI H K KR HIER K KA R MM K RN FIHR HEX HHIEHK MHR IR K HH I MR AR HKH KK I
PAVIIVIVIVICAAV DI D S S DS h A1 T T A T e T T e DO P ST A S s s e as s e
EVEVIVIVIVIVIVIVIVIVIVLVIVIVEVEVINAVI LV I v 2 S e VIV 2 Vg va TR VLT VA T AVe AV E e IV T T LAY ETe R BT T A S
ORI A RAHIHHHHA I OB OOEEOEHOONEEEEHHE0HDRONNONCOE0000EE

PUBLIC FILE 22
Visit Report - Pir.do Deli Toilet Paper Indonesia and China



PUBLIC FILE
Trade Meusurcs Report No, 138 Pindo Dcli July 2008

FERIEHIH KK IHHIIHHIH KK KHIIEH K I HHHH KK HKHIAKXK FRRR KR K IR K IHHRHANITTOHOEK

AT AVAV L LV VI vvuvuwvxxvvvvvvvvy)(vvvv
Amhwmﬂmnmmxm FORAAAA oy

K XX IO KR A0 mxxmxxxxxm*xxxmmxmxmex*Xx*xxmexm
OO I HHH I IHFH K HH IR HHHH I HHHHHHHH WK IHHAKIOOGOOK
OO KHHHH S U HOOEOHKIHHKHHH KKK KN HIHHHHHHHHIOKHTHHHFHHH NIk
OO H RN R IIH IR R IOHRHH KNI AR HHIHHHHHHHHHHHHHHHFOOIOOK
WWWW%WW

1oe0nnouoanna (details of SG&A expenses)

Pindo Deli supplied a spreadsheet summarising the above expenses and
their allocation to the SG&A expenses for the goods The allocation on a
percentage of sales ex-mill matched the allocation in the submission for

SG&A expenses for Pindo Deli. The spreadsheet is at Confidential e ——— ]
{  puBlC
Attachment CTS-2. i FILE

52.2 CM!s selling gereral and administration expenses

A spreadsheet detailing tne calculation of CMI's SG&A expenses was FOUOZé

provided, a copy of which is at Confidential Attachment CTS-3. The NO:

------------------

calculations are based on CM!’'s audited accounts and its trial balance.

Selling expenses are calculated DyxeaeaeaO0aaa00NGHMMNNXNXHX
IR K IR KNI XK FFFIFH R KITITIRHIH K HHFFDOEN XHHIIONH KHHHHHIEIOON
JIRUOXXRHHIHHKH KX KRR XXX XN CMI's trial balance detailing

selling expenses, general expenses and finance expenses is at Confidential
Attachment CTS-

B 200 HRA NI RHH OO X HIIHINIHKIK X I K HHH N H IR NI M X MHFHRHAHHHHIHHH
KN KKK KPR HHFIORHHH X CONDOOX X XXX The amounts in the trial balance
reconciled to the statements including adjustments at Confidential
Attachment CTS-5 and to CMI's audited accounts for 2007, which is at
Confidential Attachment CTS-6.

5.3 Non-operating expenses

There are no non-operating expenses.

5.4 Delivery costs

Cost associated with delivery are not included in the CTMS as mentioned
earlier, these are verified in the sales section.

5.5 Cost to make and sell — summary

We are satisfied that sufficient information was available and verified to
substantiate the cosl to make and sell the goods on the domestic market.
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Cost to make and sell calculations for the domestic goods are at confidential
appendix 2.

i mpn

L!J?L‘\J
FiLE
e
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6 NORMAL VALUE

6.1 Introduction

Pindo Deli does not sell toilet paper directly in the Indonesian market. 1t sells
these goods through an associated reseller — CMI. Pindo Deli provided, with
its submission, details of all sales of like goods soid by CMi in the
investigation period.

Pindo Deli submitted that the sale by CMI was the first arms length sale of
Pindo Deli's product in the Indonesian market (see following description of the
sales process). The company submitted the ‘sale’ from Pindo Deli to CMI
was a transfer of goods from one company to ancther related company in
accordance with Indonesian accounting standards.

Pindo Deli submitted that CMI only sold toilet paper manufactured by Pindo
Deli and other associated companies, such as PT The Univenus and PT
Lontar Papyrus in the Indonesian market over the investigation period - it did
not sell any other manufacturer's product. We found no evidence to the
contrary.

Total sales of like goods in the investigation period by CM!I were xxxo6

tonnes. PUBJE

6.2 Price paid or payable in domestic sales FILE

6.2 1 Domsstic sales SOLIO

Pindo Deli submitted that there were »xx levels of CMI's sales in the No:. A foeiin

INAONESIAN MATKE t- XXMM HIH I IR HIH IR HHIH IR HIHHHHHHIH

PR HH MR K IR K I K I HHHFHHIFODODOODONOIIT NN HIIIOHEE
(sales arrangements) These different levels of trade were identified in the
domestic sales spreadsheet at D-4 to the submission.

CMI uses a sales force to approach customers. XooaeeeoHRaaaN* 00t
KKK K- XK KHHHHKHHHRHH KKK X K HMHHHHHRXHHHIHHFHH HIX K HHAIIHHHHHHKHNK

PRI KK XK KRN KHHIHHIRER KHHHHHX KKK KX K HHIODEHIOEH X HKHHHIHIGEIHIIHK KK KK
AR I X I IEHIEHR IR K KA HIHHH HK K K IORH IR HIFIIOOOHHHH
HIXXXHXXXXHEXIOHNAXXXX (price arrangements)

Pindo Deli submitted that

PR HHHKKHKIHHHKH XX K HH AR KA I HFHH A I IO IO
PERIHHHHKRH KK U HH K HHHHHIHHH K HH AR HH KA FHH IR FIOHIHHIITOOIRHION
HHIHHHHKHHHHKIRHHHHKKHRFFFIIHH KRR IR KIXXK (price
arrangemants)

Pindo Dali described 36 X s aaaaaiaaaaaaaoontnanonaat:

ORI AR NI HHH IR AR M K H I I IIH NI ION
ORI MR I I NI KRR IR I R HIE R IR IR IR A KK IO
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WHWWWWWWW
%% (price arrangements) '

There were in excess of xxxxxx sales of like goods 10 ISR
individua! customers during the investigation period.

Pindo Deli described the sales process as follows:

6.2.2 Verification of domestic sales

Pindo Deli provided documents relating to two domestic sales with its
submission.

Prior to the: visit we requested copies of documents relating a further 12
domestic szles. During the visit we selected a further 8 domestic sales and
requested copies of documents relating to those sales. The selected
documents covered the investigation period and different circumstances of
sales.

For the selected sales we were provided with copies of the: '_,,_..;d,g:?—-]
« Purchase order; £ILE
e Sales confirmation; S
» Invoice; £OLIO
» Delivery note (packing list); and ‘ 2_3 ....
o Evidence of payment NO:... 50

Copies of these documents are at Confidential Attachment Dom 1.

We matched details shown on the copies of the documents to the domestic
sales spreadsheet at attachment D-4 to the submission.

We noted. in a small number of cases, some of lhe sales listed in attachment
D-4 to the submission showed in the ‘quantity’ column. We were informed
that this circumstance was to account for price adjustments after the sale for
reasons such as allowing for XeateOmEaataEEHEERNRHHEEHNNNBOC000EEEMX
(sales arrangements)

We noticed other sales where the quantity was shown as a negative amount.
We were iniormed that this was for the return of goods or defective goods. In
these circumstances, credit notes are raised and recorded as a selling
expense rather than a revenue reducing item.

We selected a total of eight transactions from attachment D-4 where these
circumstances exist, and requested copies of relevant documents. We were
provided with a copy of the original invoice, a credit or debit invoice
(depending on the circumstance) and for one example, where the price
adjustment had been recorded in XXX. These documents are at
Confidential Attachment Dom 2. We matched the data shown at

attachment D-4 to the credit/debit documents at confidential attachment D-4
in each case,

We also requested a copy of a set of documents relating to the (non-arms
length) sale between Pindo Deli and CMI. We were provided with a Pindo
Deli invoice showing CMI as the customer. included with the invoice was a
delivery note to CMI's warehouse. Evidence of payment was provided in the
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form of journal entries which we were able to matchto a bank statement.
These documents are at Confidential Attachment Dom 3.

We examined sales described in D-4 to copies of supporting documents and
found no discrepancies. We reconciled sales data to higher level accounts as
per Section 2 of this report. On this basis we are satisfied that D4 is an
accurate summary of domestic sales of like goods that occurred over the
investigation period.

6.2.3 Arms Length Transactions

We note that Pindo Deli does not sell toilet paper in the indonesian market.
Its related company, CMI. performs this function. For the purpose of

s. 269TAC(1) of the Act. we consider CM! to be an ‘other seller’ of like goods
on the domestic market.

After examining CMI sales information contained in the questionnaire, the
sales documentation in respect of the selected domestic sales and other
material during our visit we found no evidence, to suggest that:

o there was any consideration payable for, or in respect of, the goods
other than their price; or

. the price (of the first arms length sale) was influenced by a commercial
or other relationship between the buyer, or an associate of the buyer,
and the seller, or an associate of the seller; or

. the buyer, or an associate of the buyer, would, subsequent to the
purchase or sale, directly or indirectly, be reimbursed, be compensatgg———-
or otherwise receive a benefit for, or in respect of, the whole or apy PUBLIC
part of the price. FILE

We are satisfied that domestic sales by CMI of like goods during the ~ou0
investigation period were arms length transactions in terms of s. 269TAA of { N

the Act el

6.2.4 Ordinary Course Of Trade

Pindo Deli submitted that sales to xxeecccnsox were the fairest comparison
to use when comparing domestic sales to export sales. We examined sales
10 XXX IOOOOHAXY X KK IO0OXKNK AN SAIES 10 MIRIHRH KKK HAFENK
XXX XXxx% as separate tests to determine whether sales were in
the ordinary course of trade.

We examined whether domestic sales were in the ordinary course of trade by
comparing each domestic selling price to the monthly cost to make and sell.

The domestic selling prices included discounts and further deductions were
made for transport costs to compare them with the monthly CTMS at ex
factory level. We did not make a deduction for credit costs as the company
submitted that these were already included in the CTMS in finance expenses.
Sales at a loss were then compared with the weighted average CTMS for the
investigation period to see whether they were recoverable.
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For sales to MW%HMW%XW% of
sales were at a loss and not recoverable.

For sales to xoossoosssx only approximately xxxx% of sales were at a loss
and not recoverable.

For XooocooXonoxx sales, we found »xx % of sales were ata loss and not
recoverable.

\We are caticfied that there are domestic sales of goods are in the ordinary
course of trade.

Ordinary course of trade test calculations are at Confidential Appendix-3.

6.2.5 Volume and suitability of domestic sales

We assessed the volume of domestic sales in the ordinary course of trade
agaiast the volume of goods exported to Australia.

FOr MmO XRROEHEOOONRaNaeasasas the volume was approximately
0% . fOr 300000a000a0000: approximately xx% and for XoaexxxXee00t
approximately »x%.

We consider there are sufficient domestic sales in the ordinary course of

trade for both the 3eeeetoonmxand Xaooaoock it BLBLIC
We did not identify any factors in the Indonesian market which would make FILE
these sales unsuitable.
. L ' =0OLIO
6.2.6 Domestic market situation ) 2
NeL

On the basis of general discussions with Pindo Deli regarding the toilet paper
market in Indonesia and our verification of information relating to Pindo Deli's
domestic activities we found no evidence to suggest that the market situation
in Indonesia made the domestic sales ‘unsuitable’, within the meaning of

s. 269TAC(2)(a)(ii) of the Act.

6.2 7 Domestiz sales - summary

Based on the verification process, we are reasonably satisfied that there were
sufficient quantities of sales by CMI that were arms length and in the ordinary
course ot frade, either at seaoaooosox level, Xoouxeobooos level or overall, to
establish normal values on the basis of price paid on the domestic market.

Therefore, we consider that sufficient evidence has been given and verified to
establish normal values in accordance with s. 269TAC(1) of the Act using
domestic sales at the XeeeoaeaaEaaeEHNRENR0ONN levels.

6.3 Sales by other sellers

As noted above. we consider CMI tc be an other seller of like goods in the
domeshc market. :
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We are aware of a least one other seller of like goods in the Indonesian
market. However we have no information from this seller that could form the
basis of an s. 269TAC(1) normal value caiculation.

6.4 Third country sales by the exporter

Pindo Deli's submission provided summary details of its exports to third
countries during the investigation period showing. among other things,

n--ﬁqfihv A vynliea
QuUdTiuly iy vuiue,

We requested and were provided with three third country sales invoices which
are at Confidential Attachment Thd 1. As we consider we have sufficient
information to determine normal value under other sections of s. 269TAC of
the Act. we sought no further documents relating to third country sales.

6.5 Constructed normal value

As noted above, we are satisfied that we have sufficient verified information to
enable us to construct the cost to make and sell of the goods exported to
Australia. We consider that we have sufficient data, either from domestic

sales data or the financial statements, to calculate a suitable rate of profit if

we were required to construct a normal value. : AUBLIC
FILE

6.6 Best available information

We consider that sufficient verified information has been furnished to FOLIO

determine normal values by means other than s. 269TAC(6) of the Act. O ZD _______

.

6.7 Fair comparison

We have formed the preliminary view that normal value should be determined
in accordance with s. 269 TAC(1) of the Act. Therefore, any adjustments to
the constructed cost should be made in accordance with s. 269TAC(8) of the
Act as discussed below. |f the delegate chooses to adopt a constructed
normal value approach in accordance with s. 269TAC(2)(c) of the Act, the
following adjustments should be considered in accordance with s. 268TAC(9)
of tha Act

6.7.1 Inland freight

Pindo Deli provided details of intand freight costs for export from factory to
wharf and includes the customs clearance fee. As noted under ‘Export Price’
we could not use the claimed actual invoice price for inland transport provided
by the company. We choose instead to allocate the cost for inland freight,
based on actua! invoices.

Pindo Deli submitted that actual amounts for domestic inland freight were
difficult to obtain for each transaction, given that both road and ship may be
used, and because of the number of transactions involved. We acknowledge
the difficuity in the circumstance in providing actual inland freight costs for
each of the »weex lines of domestic sales data provided.

It suggested instead that an average amount for inland freight incurred by
Pindo Deli for tissue products to CMI's warehouse plus an average amount

PUBLIC FILE 29

Visit Report - Pindo Deli Toilet Paper Indonesia and China




A\D

PUBLIC FiLE
Trade Measures Raport No. 138 Pindo Deli July 2008

from CM!'s warehouse to its customers be used. All sales by CMI, whether
direct from Pindo Deli or from CMI's warehouse are FIS customers store.

We requested an extract from the accounting system showing the total
domestic freight costs for ail hygiene products and the corresponding sales
quantity for both CMI and Pindo Deli. We also obtained a copy of the journal
entry, showing all domestic inland freight, broken down by month for CMI.
The total intand freight amount shown on the journal entry matched shown in
for CMI in SAP. A copy of these documents is at Confidential Attachment
adj 1. .

We consider the proposed method of calculating an average domestic inland
freight rate reasonable. We consider that a downward adjustment to the
domestic selling price be made to account for domestic freight and an upward
adjustment for export inland freight should be made.

6.7.2 Packaging

Pindo Deli submitted that packing costs were the same for domestically sold
goods and those goods exported to Australia. After examining cost data
observing the production process, we agree with this view and recommend
that no adjustment be made in respect of packaging.

PUBLIC
FILE

6.7.3 Credit terms

YOO, KHK KHHHHHHHHHH KK HHHHIOH IO RHHHHHRHN K HIIOHHIIOHHK
oI MR IO IIIN XHFFHHARK X KON
XK IR KOO0 . (borrowing arrangements) The number of
days for payment is specified on a transaction basis in both the exporter
spreadsheet (B-4) and the domestic sales spreadsheet (D-4).

FOLIO )q

....................

The calculation of the credit rate, and extracts from the financial statements
showing the average credit terms, is at Confidential Attachment adj 2.

We consider a downward adjustment for domestic credit and an upward
adjustment for export credit should be made to the domestic selling price.

6.7.4 Level of Trade

Pindo Deli claimed that a level of trade difference existed for sales to
Yook customers compared to sales to Australian customers. It
submitted that all sales to Australia were 10 xxx000000¢. The company
proposed that we disregard domestic sales to Xxoeoeebeox customers for
normai value purposes and only consider sates to xxeaaoonx as they were
sales that were at the same level of trade as sales to Australia.

We examined the circumstances of sales to Australia and domestic sales in
Indonesia to consider whether the above method was reasonable.

p ETIVINST T IS ITUNLVIVITIVAVANANE £V ST T DA e ST L S SO S TS S S o s 2 e
VRIS IVIIIVIVIVE AVIVIVEVIVIIVTS &vaveavava VeV S VO IR A £
IR RN K I N R RN R M H I IR KRN I I IR IR IIOODOOO0EK
R IR AR IR IR RN H IO IO OOEOOHEIONEROHERONEERHOHN0OEC
FOERIKF KN X KA M KRR IR RN F IR X IBOOOHOOOCOO00M
weex (customer and trading information)
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On the domestic market, CMI sells t0 06666000 X00H000X as
described previously. Xooaeatooneaeaaaaaaaaoa- IHE0HHREHRCONEOHH0
YIIOOHFHFHHHHHHHHHHHRKR

VNIV VIV IVIVIVIVIVI VeV e e Sl S e S e R T e

(distribution arrangements)

We are satisfied that its sales to s in the domestic market are
comparable to sales to

XK XX IR I K IR NN IR I HH I HRH NI IR K
xxxxxx We therefore preliminarily conclude that domestic sales to

Yaaouadbomxx be disregarded for normal value purposes for these sales.

pUBLIC
However, we also consider Xxxxxxxx*x to be the importer of its goods fro FILE
Pindo Deli. XooteeXooaaoatt Xt X ORI RN IR
aoonaooax (trading arrangements) 26LIO

The evidence from the XoeaeeeeootedVISit repOort aEIOHKIEMKINH
R KO IR0 We therefq

consider that it is not appropriate to compare sales wWherexaeeaoeaeoee
RN XN X% (Customer and trading
information)

For those sales, ¥ XX aaaaxx XXX eaaaeaa0otecoeowe consider the most
reasonable approach is to compare these sales 1o %ouauaack
Joaaaaaaooeouaxk (customer and trading information)

From the Xwomxwootomxx sales we calculated a weighted average domestic
selling price. These aomestic selling prices were then used as the basis for
calculating normal values for $ales IFOEaEINNNON I NI
Moonoaos (custoimer information)

6.7.5 CMIi's margin (domestic sales)

Pindo Deli claimed that the involvement of the intermediary (CMI) in domestic
sales, when export sales are direct from Pindo Deli to its Australian customer
is @ circumstance which affects the comparability of domestic and export
prices. '

This margin was claimed to be xx percent of CMI's sales revenue for January
to May 2007 and xx percent for the remainder of the year. The margin was
used to offset expenses incurred by CMI for a sales force, maintaining
regiona! sales offices, warehousing, promotions and advertising. Pindo Del
calculated the average margin for the year as o percent of the gross
invoiced amount (Confidential Attachment adj 3). Pindo Deli also provided
a non-confidential submission of its claim for an adjustment for level of trade
and intermeadiary margin.

We also consider sales between Pindo Deli are at a transfer price, and not
arms length. CMI is not an intermediary as such, but a related seller of Pindo
Deli's products. In the absence of any evidence to the contrary, we are of the
views that sales on the domestic market are likely to incur the same sort of
costs and allowarices as sales to Australia.

In considering whethar such a margin adjustment is warranted, we also note
that .n the build-up of cost to make and sell, Pindo Deli uses the ex-mill cost
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to make and sell (rather than Pindo Deli's selling price to CMI) plus CMI's
SG&A. We feel this method of constructing a cost for OCOT purposes
cancels out any need for a margin adjustment.

Pindo deli was riot able to provide any further evidence, or breakdown of
claimed sales expense difference between Indonesia and Australia, in
support of this adjustment claim

In our view the adjustment, if allowed, would be an adjustment for price FUSLIC

discrimination in gifferent markets {or dumping). Ve therefore preliminaniy
conclude that this claimed adjustment should not be allowed.

6.7.6 Profit FOLIO
We consider we have enough verified data from financial statements and No‘;r......,. ...........

supporting documents to calculate a rate of profit if the delegate chooses to
construct 2 normal value.

6.7.7 Physical differences

We note the cost to make is the same for toilet paper sold domestically and
that which is exported. We did not identify any matter that would cause us to
consider an adjustment for physical differences is warranted.

8.7.8 Adiustments - summary

We are satisfied that the exporter has demonstrated that the adjustments to
the domestic selling price, cescribac above, both positive and negative, are
warranted in accordance with s. 268TAC(8) of the Act.

6.8 Normal value — preliminary assessment

Normal value calculations for Pindo Deli have been based on domestic selling
prices of the gOOdS 10 XX XIIOHIIIHKHIRHIKIINXFHF KX T ITHHRIIHHHOTIN
in accordance with s. 269 TAC(1) of the Act.

Adjustments to have been made to the domestic selling price in accordance
with s. 269TAC(8) of the Act.

if the delegate chooses to do so, we also are of the view that we have
sufficient information to construct normal values in accordance with

s. 269TAC(2(c) of the Act and adjusted in accordance with s. 269TAC(S) of
the Act.

Normai value calculations are at Confidential Appendix 4.
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7 DUMPING MARGINS — PRELIMINARY ASSESSMENT

We compared weighted average export prices 10 weighted average normal
values in accordance with s. 269TACB(2)(a) of the Act.

We have prelimirarily calculated a dumping margin of 37-42 percent {i.e. the
goods were durnped).

Calculation of export price, domestic selling prices with adjustments (normal
value) and dumping margins are at Confidential Appendix 5 (electronic only
due to size).
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8 GENERAL COMMENTS

At the commencement of the visit, company made a number of observations
in respect of this investigation. These comments are summarised as follows:

The question of injury to the Australian industry was not adequately PUBLIC
addressed in the application. Pindo Deli's view is that the only possible inju FILE

would be caused by sales of the ‘Seiect’ brand to Woolworths which ' T
represents about 3-4 percent of the market. SOLIO

The Australian toilet tissue manufacturer, ABC, was not referred to atallin 1.5 = 7 { .......
the application — it is a key player in the Australian market and has had R et

dramatic growth in sales.

Pindo Deli was unhappy with the degree of confidentialised information in the
application. in particular the removal of indices.

Australian industry alleged that Pindo Deli's machine capacity was
significantly greater than reality.

The tissue market in Indonesia was approximately »oeaax m/t of which 0600
m/t was toilet tissue.

Contrary to Australian industry's claims, 4-ply toilet tissue was less costly than
3 ply. There is the same packaging regardless of whether it was 3 or 4-ply,
but machine efficiency on a per tonne basis improves with 4 ply rather than 3
ply.

XN IR KA R IR IR H IR HHIIHIICHHEOOHOENORHOOH00M
FOOORE KR HORHEEER NG HODBEHEHINGEHEECHNNRONEHHHHHEHON0HNNE
ORI M NOHORNNN0RNoNX (strategy statements)

Some of the data relied upon by the applicant was up to eight years out of
date.

Sinar Mas has been involved in dumping investigations. All these
investigations had resulted in no or negative margins.

So far as Australia is concerned, dumping investigations into the company
included products such as photocopy paper and wood free coated paper.

Pindo Deli provided a summary of its comments in confidential, Confidential
Attachment gen 2, and non confidential forms.
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9 LIST OF APPENDICES

Note: all attachments are commercial-in-confidence unless marked otherwise

Appendix 1
Appendix 2
Appendix 3
Appendix 4

Appendix 5
GENERAL
Attachrent Gen 1
ACCOUNTING
Attachment ACC 1
EXPORT SALES
Attachment EXP 1
Attachment EXP 2
Attachment EXP 3
Attachment EXP 4
Attachment EXP 5

Attachment EXP 6

Preliminary calculations of export price
Preliminary calculation of cost 1o make and sell
Preliminary ordinary course of trade tests Pl

‘ tmmeis by lndimmm o e el b o
Preliminary caiculations of noimai vaiie

Preliminary calculation of dumping margins

Product Brochure (Non-confidential)

Power point presentation — overview of accounting system

Selected expont sales documents
Invoices for combined ocean freight and THC
Evidence of ocean freight rate change
Marine insurance premium
Combined export inland freight and customs clearance
invoices
Calculation cf unit inland freight and customs clearance

COST OF PRODUCTICN

Attachment CP 1

Attachment CP 2

Power point presentation — overview of Pindo Deli's
manufacturing facilities
XXX reconciliation

COST TO MAKE AND SELL

Attachment.CTi 1
Attachment CTM 2
Attachment CTM 3
11

Attachment CTM 4
Attachment CTM 5
Attachment CTM 6
Attachment CTM 7
Attachment CTM 8
Attachment CTM 9
Attachment CTM 10
Attachrient CTM 11
Attachment CTH 12
Attachment CTM 13
Attachment CTM 14
Attachment CTM 15

Visit Report — Pindo Deli

‘Cost of converting’ extract by month for 2007
Detailed cost of converling extract for Nov 07
Monthly surnmary of production costs and volumes for  PM
Summary of costs for parent rolls for PM xxxxxx. Nov 07
Detailed costs for parent rolls for PM seeaax, Nov 07
Monthly pulp consumption report for PM s by type of pulp
Pulp Stock and Pulp consumption reports, Nov 07

ZHIX pulp invoices

YHXXX pulp invoices

XXX pulp invoices

Pulp invoices, March and April 07

KX KRRRRAKAHNX OODBGO00a0s00006x (Other costs)

Packaging costs

Extract confirming production volume to CTM 2

Volumes and value by product, Nov 07
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Attachment CTM 16  Trial Balance PUBLIC
Attachment CTM 17 Cost of sales - audited accounts FILE

Attachment CTM 18 Documents 1econciling costs for April 07 to the submission

COST TO SELL FOLIO

Attachment CTS 1 List of operating expenses (Pindo Deli)

Attachment CTS 2 Extract showing a summary of SG&A expenses Pindo Deli)
Attachment CTS 3 Calculation of CMI's SG&A

Attaciuneni CT5 4 Civii's Liiai balance

Attachment CTS 5  CMl's financial statements

Attachment CTS 6  CMI's audited accounts

DOMESTIC SALES

Attachment DOM 1A Internal pricing proposal

Attachment DOM 1 Documents relating to selected domestic sales
Attachment DOM 2  Documents relating to credit and debit invoices
Attachment DOM 3 Documents for selected sale between Pindo Deli and CMI
THIRD COUNTRY SALES

Attachment THD 1 Invoices for sales to third countries

ADJUSTMENTS

Attachment ADJ 1 Documents relating to domestic inland freight calculation
Attachment ADJ 2 Calculation of credit

Attachment ADJ 3 Pindo deli's calculation of claimed adjustment for CMI's margin
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ALLEGED DUMPING OF CERTAIN TOILET PAPERj
EXPORTED FROM THE PEOPLE’S REPUBLIC OF:
CHINA
AND
FROM THE REPUBLIC OF INDONESIA

Supplementary note to Visit Report
PT Pindo Deli Pulp & Paper Mills

Post Visit adjustments
Shelf rental expenses — Supermarkets

Adjustments to PT CMI SG&A expenses for sales to
Distributors and sales to Modern Market.

Adjustments to the Normal value for Sales to Modern Market

Background

Pindo Deli claimed that the involvement of the related intermediary PT
Cakrawala Mega Indah (CMI) in domestic sales, when export sales are direct
from Pindo Deli to its Australian customer is a circumstance which affects the
comparability of domestic and export prices. A margin for this difference was
claimed to be 20 percent of CMI's sales revenue for January to May 2007 and
10 percent for the remainder of the year. This margin was claimed to be used
to offset expenses incurred by CMI for a sales force, maintaining regional
sales offices, warehousing, promotions and advertising.

In the visit report for Pindo Deli Customs stated that:

‘Pindo Deli was not able to provide any further evidence, or breakdown of
claimed sales expense difference between Indonesia and Australia, in
support of this adjustment claim and the claim was not allowed.”

Pindo Deli objected to Customs above statement and considers the visit
report an untrue record, Pindo Deli submitted in following submissions that all
the requested evidence and information had been provided in support of the
claimed adjustment.

Customs wrote to Pindo Deli on the 19 November 2008 to advise:

Customns of course remains open to any submission on particular
costs/expenses that may have given rise to price comparability issues. To
date Pindo Deli's decision has been not to provide particular evidence and
information and this necessarily has hampered Customns’ ability to make
informed judgements in this regard. Itis also the case that Customs’ ability
to do so, even proactively, has been further made difficult by the failure of
Pindo Deli to provide a breakdown of these expenses on a market segment
basis.
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Customs also advised Pindo Deli in the letter that:

On review an exception to Customs ability to act proactively may exist in ' =2
relation to shelf rental expense (General Ledger Account Number 6360045)- .-

in sales to modern market customers. This is an expense which, on the
face of it, Pindo Deli would not have incurred in sales to Australia and
further Customs notes that Pindo Deli's prices into that particular domestic
market segment are higher and reasonably indicative that the cost may
have affected price comparability. Customs intends to provide due
allowance in rgspect of this cost element. It is open to Pindo Deli to make
any submissions on the methodology that should be employed in doing so.

Pindo Deli did not respond to Customs invitation to provide a submission on
the methodology that should be used to adjust for shelf rental expense. A
copy of Customs letter of 19 November 2008 to Pindo Deli was placed on the
public record.

Pindo Deli did respond to Customs letter of 19 November 2008 in regards to
the provision of evidence and information relating to the breakdown of
expenses on a market segment basis. Pindo Deli provided a rebuttal of what
it called “Customs claims of non-provision of evidence and information and
“hampering” Customs "in their letter of 20 November 2008, a copy of which
was placed on the public record. In that letter Pindo Deli wrote:

Your (Customs) continued assertions that Pindo Deli did not provide
evidence and information invited by Customs to prove that CM! incurred
sales related expenses in making domestic sales which are additional to
those incurred by Pindo Deli export sales are untrue and add to our
concern with the manner in which this investigation is being conducted.

We stress that no available information in respect of Pindo Deli’'s or CM!’s
SG&A was withheld from Customs - all was provided...... The only
information requested by Customns which Pindo Deli/ CMi were unable to
provide was CMI's tissue selling expenses bifurcated into sales channel
specific expenses, ie distributor and modern market, as such information is
not recorded (Customs could have allocated them on a sales revenue basis
if it is so desired).

Adjustment to PT CMI SG&A expenses
Method

We identified the amount in CMI's accounts listed as Shelf Rental -
Supermarket that was part of the SG&A expenses used in calculating a CTMS
for CMI's sales of toilet paper.

We excluded this amount where applicable and recalculated SG&A expenses
for sales to the different levels in the Indonesian market. This resulted in a
lower CTMS for one level of sales.

Ordinary Course Of Trade

We re-examined whether domestic sales were in the ordinary course of trade
by comparing each domestic selling price to the monthly cost to make and
sell. :

Visit Report Pindo Deli
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The monthly CTMS comparison was done using fhe recalculated costs e :
applicable to each level. TN 6 ( L

We are satisfied that there are domestic sales of goods in the ordinary coursg,.
of trade. TR
Adjustment to Normal Value for shelf expenses

Method

We calculated a shelf rental expense per tonne applicable to toilet paper and
deducted this amount from the relevant sales in comparing them to export
sales by Pindo Deli.

Impact on Dumping Margins

The changes to the CTMS for the different levels and the adjustment for shelf
expenses for the relevant sales resulted in a lower dumping margin.

We calculated a dumping margin in the range of 33 - 38%.
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