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NON-CONFIDENTIAL

Mr Tim King
Assistant Director

~ Australian Anti-Dumping Commission
55 Collins Street -
Melbourne VIC 3008

Dear Mr King,

ALLEGED DUMPING AND SUBSIDISATION - A4 COPY PAPER FROM
E INDONESIA

This submission, made on behalf of the Sinar Mas Group (“SMG™), is in response to the
Commission’s review of the normal value (“NV”) adjustment for expenses incurred by PT

_ Cakrawala Mega Indah (“CMI”) in making domestic sales of A4 copy paper produced by
SMG mills PT Indah Kiai Pulp and Paper Tbk (“Indah Kiat”), PT Pindo Deli Pulp and Paper
Mills (“Pindo Deli”) and PT Pabrik Kertas Tjiwi Kimia Tbk (“Tjiwi Kimia™) per ADN No.
2016/100. '

In making a NV adjustment for CMI's expenses incurred in making sales of Indah Kiat’s,
pindo Deli’s and Tjiwi Kimia’s A4 copy paper to unrelated domestic customers in its
Verification Reports ([Confideniial]%), the Commission acted in accordance with
s269TAC(8) of the Customs Act (“the Act”) and Article 2.4 of the Anti-Dumping Agreement
(“ADA”), In not making this NV adjustment in its revised dumping margin (“DM”)

~ calculations per ADN No. 5016/100 has not acted in accordance with s269TAC(S) of the Act
and Article 2.4 of the ADA. Similarly, the Customs decision to not make the said NV
adjustment in investigation 138 was not in accordance with s269TAC(8) of the Act and
Article 2.4 of the ADA.

It is paramount that domestic sales of Indah Kiat’s, Pindo Deli’s and Tjiwi Kimia’s A4 copy
paper to unrelated customers are through an intermediary (CMI), whereas their export sales to
unrelated customers are direct, ie. there is no intermediary. Consequently the domestic prices
paid by unrelated customers, which are the s269TAC(1) normal value prices, include the
SG&A expenses of the intermediary, CMI, whereas export prices do not include such
intermediary expenses as there are no intermediaries.

Consequent upon the foregoing, the s269TAC(1) domestic prices of Indah Kiat’s, Pindo
Deli’s and Tjiwi Kimia’s A4 copy paper and export prices of the A4 copy paper exported to
Australia are modified in different ways, and such differences affect the fair comparison of
these domestic selling prices and export prices. The said domestic prices are modified by
intermediary CMI’s expenses whereas there are no such expenses modifying the said export
prices. It must follow, according to s269TAC(8) of the Act and Article 2.4 of the ADA, that
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an adjustment is made to s269TAC(1) domestic prices in the amount of the expenses of the
* domestic intermediary CML It matters not whether the intermediary CMI and mills Indah
Kiat, Pindo Deli and Tjiwi Kimia are related parties, a s269TAC(8) adjustment must be made
for CMI’s expenses to enable a fair comparison of CMI’s domestic selling prices of like
goods with Indah Kiat’s, Pindo Deli’s and Tjiwi Kimia’s export prices of A4 copy paper to
Australia.

In ADN No. 2016/100, the Commission cited the following reference in its Dumping and
Subsidy Manual for not making the s269TAC(8) adjustment for CMTI’s SG&A expenses:

‘e Commission will not adjust those downstream prices by the related distributor for
the amount of the related domestic distributor’s gross margin. [...] The Commission
will, however, consider what adjustments are warranted based upon the relevant
expenses incurred having regard to the principles”.

It is of important note that the s269TAC(3) adjustment to be made (|Confidential|%) is not
CMPUs gross margin, but is the amount of CMI’s expenses incurred in selling Indah Kiat’s,
Pindo Deli’s and Tjiwi Kimia’s A4 copy paper to unrelated domestic customers. The above
Manual reference says that the Commission must consider “what adjustments are
warranted based upon the relevant expenses incurred having regard to the principles
above”. : '

The principles above referred to in the above Manual reference are as follows:

“the Commission will examine if the downsiream sales carry additional price -
components which may affect comparison. This will only be known from a consideration
of the facts — the issue would be whether the associated disiributor in the domestic
market had incurred additional expenses arising from services it provided in those
domestic sales, which had not been incurred by the exporter/producer in the export sales
to Australia, and the likelihood that these differences affected price comparability. This
is a matter requiring careful examination and also cooperation from the entities involved
in providing the necessary accounting information.”

The entities involved in this matter, ie. CML, Indah Kiat, Pindo Deli and Tjiwi Kimia,
provided the necessary accounting information to the Commission’s verification team to
demonstrate that CMI’s SG&A expenses were additional expenses incurred from services it
provided in its domestic sales of Indah Kiat’s, Pindo Deli’s and Tjiwi Kimia’s sales of A4
copy paper expotts to Australia to unrelated customers. Hence the Commission’s DM
determinations per their Verification Reports included the NV adjustment for CMI’s
€XPenses.

We bring to your attention the paramount fact that in the most recent dumping investigation
concerning photocopy paper in which SMG mills and CMI participated (2012 — 2013), '
Indonesian cut sheet paper exports to Japan, in its determination of normal values of
photocopy paper exported to Japan by Indah Kiat, Pindo Deli and Tjiwi Kimia, the Japanese
anti-dumping authority, Ministry of Finance, made a downward adjustment for the
expenses incurred by CMI in making sales of Indah Kiat’s, Pindo Deli’s and Tjwi
Kimia’s photocopy paper to unrelated domestic customers to enable fair comparison of
domestic and export prices. The export and domestic sales situation in the Japanese case '
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was identical to that.in this Australian case in which the Commission is not making such
adjustment. '

Tt is demonstrated by the above that to not make the claimed [Confidential]% NV adjustment
for CMI’s expenses incurred in domestic sales of like goods to Indah Kiat’s, Pindo Deli’s and
Tjiwi Kimia’s A4 copy paper exports t0 Australia, is inconsistent with s269TAC(8) of the
Act and Article 2.4 of the ADA. ' :

- Yours sincerely,

L"'Rﬁger Simpson



