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Dear Director 
 
A4 Copy Paper from China 
 
We act for UPM in relation to the above matter. 
 
We refer to the section of Confidential Attachment 2 to UPM's exporter visit report dealing with currency 
conversion and setting out the Commission's views that UPM's export prices should be converted to the 
currency of the country of export under s.269TAF(1) of the Act. 
 
Unfortunately those views are based on  a number of factual errors and incorrect claims that undermine 
the preliminary position adopted by the Commission on the issue of currency conversion.  In identifying 
those errors and rebutting those claims this submission demonstrates that UPM's export prices should 
be converted to CNY under s.269TAF(2) of the Act.   
 
1.  UPM stated that it used a forward exchange rate set by its head office in Finland, which manages 
foreign exchange contracts with external banks. 

 
Head office in Finland does not set forward exchange rates.  At UPM AP's request and as their agent, 
head office negotiates forward exchange rates with external banks for currencies the subject of cash 
flow forecasts provided by UPM AP.    [UPM's currency management procedures] 
 
2.  UPM stated that the correct total export sales figure, is the figure contained in its sales accounts and 
that any foreign exchange gain or loss is recorded separately in head office accounts. 

 
In fact UPM AP stated that the correct total revenue derived from relevant sales to Australia is the sales 
income in the sales account plus or minus any forward exchange rate gains or losses recorded in its 
management accounts.    [UPM's export sales recording procedures] 
 
3.  UPM stated that the use of forward exchange rates is controlled by head office in Finland 
 
In fact the decision to use forward exchange contracts in relation to sales in the Asia Pacific area is taken 
by UPM AP when it provides head office with currency cash flow forecasts.    [UPM's currency 
management procedures] 
 



FOR PUBLIC RECORD 
 

 
Anti-Dumping Commission  |  18 October 2016 Page 2 
ME_133823743_1 (W2013) 

4.  UPM AP … does not enter long term supply contracts with its customers and prices are set on an order 
by order basis. 

 
Reference to UPM AP's sales to Australia in the investigation period clearly demonstrates that prices are 
not set on an order by order basis.  Price lists, provided to the Commission at the time of the importer 
verification visit, form the basis for orders placed by UPM's Australian customers.  The price lists apply 
until further notice and typically continue for at least one or more quarters.  In some cases prices are 
based on quotations provided by UPM in response to a customer's call for tenders.  In all cases UPM's 
prices are designed to achieve a target rate of return that is calculated by using any contracted forward 
rates of exchange applying to future shipments of the goods..  [UPM's Customer supply arrangements] 
 
5.  At no time did UPM AP state that export sale prices are set with consideration of exchange rates. 

 
It would be equally true, and equally irrelevant, for the Commission to claim that UPM AP did not state 
that its prices are influenced by the price of pulp or supply and demand conditions in particular 
markets.  A verification visit is not a forum for stating the patently obvious.  Of course, as stated in point 
4 above, UPM AP's forward exchange rate position is one of an array of factors impacting on its 
assessment of the export sales prices necessary to achieve a target rate of return. [Factors affecting the 
setting of UPM's export sales prices] 
 
6.  Subsection 269TAF(2) is then invoked if a currency conversion is required under 269TAF(1), a forward 
exchange rate is used and the currency has undergone a short term fluctuation. 

 
The short term fluctuation provision set out in s.269TAF(3) relates only to conversions undertaken under 
s.269TAF(1).  It has nothing to do with the exercise of the Minister's power under s.269TAF(2). 
 
7.  Converting the invoice currency to EUR and then to RMB, inserts the conversion of the sales price into 
a currency that does not form part of the sale process or the comparison of export prices to normal 
value. 
 
AUD sales were not converted to EUR and then to RMB.  The AUD sales were converted to USD using 
the forward rate of exchange obtained specifically to cover the export transactions under consideration 
before being converted to CNY.    [Currency conversion process details] We note that, in comparable 
circumstances, in Case 254 the Commission concluded that it was satisfied … that the rate of exchange 
and methodology used by UPM in converting AUD invoice prices to Euros in its Australian Sales listing is 
accurate and reasonable, and should be used for determining an export price in Euros.  [Normal values in 
the Newsprint case were ascertained by reference to domestic sales in France in Euros] 
 
8.  UPM do [sic] not enter long term contracts with its customers necessitating hedging of exchange 
rates… 
 
It is unclear what experience or authority the Commission relies upon to pronounce on the commercial 
circumstances that justify a company using forward cover arrangements.  The fact is that UPM AP is a 
large and successful international trading enterprise that has decided, along with many other major 
enterprises involved in the international sale of goods, that purchasing forward rate of exchange 
contracts is an essential element in its arsenal of risk management strategies and regularly acts on that 
decision.  It did so in relation to exports to Australia during the investigation period and, as the 
verification team observed, this action made a small but significant contribution to the achievement of 
target margins. [UPM's currency management policies] 
 
9.  [Forward] exchange rates are not directly linked to export sales … 
 
UPM AP's selling prices are designed to achieve a target rate of return before interest, tax, depreciation 
and amortisation but after taking account of negotiated forward rates of exchange applicable to export 
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sales occurring in the period covered by an arrangement with an external bank. [Application of UPM's 
currency management policies to export sales] 
 
10.  [S]ales prices derived from the use of forward exchange rates … do not reflect the prices paid by the 
importers as required by subsection 269TAB(1). 
 
The argument implicit in this assertion must be set aside on two grounds.  Firstly, it would result in 
s.269TAF(2) of the Act having no field of operation.  This offends one of the fundamental principles of 
statutory interpretation that an Act cannot be interpreted in a manner that makes a provision of the Act 
inoperative.  Secondly, it betrays a misunderstanding of the interaction between s.269TAB and 
s.269TAF.  If a currency conversion is required to compare domestic and export prices, the latter price, 
being the price paid by the importer in the export contract currency, is to be converted to the currency 
of the exporting country using a rate of exchange identified by the Minister after applying one of the 
methods set out in s.269TAF.  The outcome, after applying any of those methods (including a forward 
rate of exchange), is an amount that, for the purposes of s.269TAB(1), is an equivalent in another 
currency of the price paid by the importer. 
 
Yours faithfully 
MinterEllison 
 

 
John Cosgrave 
Director, Trade Measures 
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