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18 October 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 exported from Brazil, P R China, Indonesia and
Thailand — Paper Force (Oceania) Pty Ltd Importer Verification Report

l. Related party importer

The Anti-Dumping Commission (‘the Commission” has confirmed that Paper Force (Oceania)
Pty Ltd (“Paper Force”) is the importer of A4 copy paper from the Asia Pulp and Paper
(“APP”) mills PT Indah Kiat Pulp & Paper Tbk (“Indah Kiat"), PT Pindo Deli Pulp and Paper
Mills (“Pindo Deli”), and PT Pabrik Kertas Tjiwi Kimia Tbk (“Tjiwi Kimia®). APP is a division of
the Singaporean Sinar Mas group.

Australian Paper Pty Ltd (“AP”) notes that a representative from the Sinar Mas Group was
present during the verification visit.

The Commission determined that Paper Force was the beneficial owner of the goods at the
time of importation and is considered the importer for the purposes of exports from the APP
entities.

1. Arms Length

The Commission has concluded that the sales between the APP entities and Paper Force are
‘arms length transactions’ as it found no evidence that:

e There was any consideration payable for, or in respect of, the goods other than
its price; or

e 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

e The buyer, or an associate of the buyer, was directly or indirectly, reimbursed,
compensated or otherwise received a benefit for, or in respect of, whole or any
part of the price.

AP, however, does not consider that the Commission can readily conclude — in this instance —
that the relationship between the exporter and the importer has not affected the export price.
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The Commission’s policy in respect of arms length transactions reflects the requirements of
$.269TAA. Importantly, Section 5.2 of the Dumping and Subsidy Manual confirms that “Even
if none of the circumstances in s.269TAA exist, the Commission examines the relevant
information in order to determine whether there has been genuine bargaining between buyer
and seller’. Conversely, the policy also indicates that:

“....the mere fact parties are associated — and in a legal sense not at arms length — is
not taken to automatically mean that they cannot be engaged in arms length
transactions. In assessing whether these transactions between related parties are at
arms length, the Commission looks beyond the legal or functional relationship
between the parties and determines whether they deal with each other as arms
length parties would have and arrived at an outcome that is the result of real
bargaining’ (emphasis added).

The Commission states at Section 3.8 of the Paper Force verification report (“the report”) that
it “did not evidence that Paper Force is legally related to its suppliers of the goods exported
from Indonesia”. According to the Paper Force website, it claims that it is “an Australian
operated and managed business partner of Asia Pulp and Paper (APP), connects regional
production capacity in printing, communication and packaging paper products with our
partners and high volume end users” and further “We have been in Australia for more than
two decades as the exclusive business partner of APP and its mills, including Nongbo
Zhonghua Paper Co., Ltd (China), PT Pabrik Kertas Tjiwi Kimia Tbk. (Indonesia), PT Indah
Kiat Pul& Paper Tbk. (Indonesia), PT Pindo Deli Pulp & Paper Tbk. (Indoensia), Gold East
Paper (China), GHS Gold Hua Sheng Paper (China), Hainan Jinhai Pulp & Paper Industry
Co,, Ltd (China) and Yalong Paper Products (Kunshan) Co., Ltd (China).

An examination of ASIC records reveals

[Details of role of Paper Force Director in APP entities prior to, and post, Paper Force
role].

There exists a clear and uncontestable relationship between Paper Force and APP and its
divisional pulp and paper companies involved in the export of A4 copy paper to Australia.

AP contends that the Paper Force — APP relationship influences the export prices for the A4
copy paper exported to Australia. AP does not consider that the Commission can readily
conclude that the export prices between Paper Force and APP have been determined on the
basis of “real bargaining” as Paper Force operates effectively as a subsidiary of APP, and
there is an absence of negotiation between the importer and exporter of the exported goods.

The Commission also confirmed that three of the nine selected shipments (i.e. 33 per cent of
selected sales) to Australia were made at loss. Whilst it is recognized that the Commission
calculated that on a weighted-average basis the selected shipments overall were profitable,
this could only be due to the decline in the Australian dollar. Paper Force had confirmed that
the export price for Q1, 2015 was on the basis of a fixed price and did not take account of
changes in the exchange rate.
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AP submits that the failure by the parties to take account of the depreciation of the Australian
dollar in its export prices of the A4 copy paper to Australia is indicative of an absence of
negotiation on price between the associated exporter and importer.

1. Errors in Importer Questionnaire response

AP notes that Paper Force incorrectly included two sales transaction of goods not the subject
of the application and excluded one product from one of the three exporters of the goods
under consideration.

Additionally, Paper Force incorrectly identified all the goods as 100 per cent recycled
products.

The Commission encountered further difficulties with Paper Force’s calculation of its selling,
general and administration (“SG&A") expenses in its importer questionnaire response. The
claimed S,G&A did not reconcile with Paper Force’s operating expenses in its financial
statements. The Commission has amended paper Force’s S,G&A to align it with the figures
included in the financial statements.

V. Conclusion on Paper Force’s purchasers from associated suppliers

AP does not consider that in the circumstances that Paper Force operates essentially as a
division of APP that the Commission can accept that the transactions between the associated
exporters and the importer can be viewed as being at arms length. The number of errors in
data supplied by Paper Force to the Commission raises further doubts as to the reliability of
the costs associated with the exportation of the goods to Australia and whether the sales can
be considered to be profitable.

It is AP’s view that the Commission should view the export sales between the APP exporters

and the associated importer as non-arms length, and determine export prices in accordance
with s.269TAB(3).

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

A

Maty/Decarne
Trade Affairs Manager



