20GER D. SIMPSON & ASSOCIATES PTY. LTD.

ANTI — DUMPING SPECIALISTS
ACN 056 514 213 ABN 87 056 514 213

3 February 2017

NON-CONFIDENTIAL

Mr Justin Wickes

Director, Operations 2

Australian Anti-Dumping Commission
55 Collins Street - =
Melbourne Vic 3008

Dear Mr Wickes,

PROVISIONAL MEASURES APPLICABLE TO SINAR MAS GROUP’S A4 COPY
PAPER EXPORTERS - :

It is questionable that the Commission has not yet revised the highly inflated provisional
measures applicable to-Sinar Mas Group (“SMG”) exporters of A4 copy paper, Indah Kiat,
Tjiwi Kimia and Pindo Deli. . - .

On 29 December 2016, we informed you by letter that the Commission’s dumping margin
determinations per SEF341 in relation to Indah Kiat, Tjiwi Kimia and Pindo Deli and
consequential provisional measures applicable to these exporters are incorrect because of the
Commission’s use of incorrect pulp benchmark costs in its construction of normal values for
these exporters. The Commission’s efrors were identified as — -

1. The Commission’s use of benchmark dry pulp purchase prices in Indah Kiat’s A4
copy paper normal value constructions, when the pulp used in Indah Kiat’s' A4 copy
paper production is self-produced wet pulp; and

2. The Commission’s use of benchmark prices for 1 tonne of pulp in the production cost
of 1 tonne of A4 copy paper in Indah Kiat’s, Tjiwi Kimia’s and Pindo Deli’s normal
value constructions, when the actual quantity of pulp used by these exporters in their
production of 1 tonne of A4 copy paper is significantly less than 1 tonne.

By letter of 5 January 2017, we informed you of the 16 December 2016 publication of a

- WTO Panel Report! which confirms the correctness of the Commission’s original downward
adjustment of Indah Kiat’s, Tjiwi Kimia’s and Pindo Deli’s normal values for their domestic
distributor CMT’s fixed sales margin. '
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The abovementioned letters identify the fact that the provisional measures applicable to the
said SMG exporters are highly inflated, but to date we have received no advice from the
Commission that they are to be revised.

Concerning the Commission’s use of incorrect pulp benchmark costs, in a follow up letter to
you of 9 January 2017 and follow-up emails to your investigation team (Tim King and
Roman Maevsky) between 20 January and 1 February 2017, we provided evidence from
Indah Kiat, Tjiwi Kimia and Pindo Deli proving that the pulp benchmarks used by the
Commission in construction of their normal values are highly inflated. This evidence proves
that —

1. Indah Kiat’s production cost of the wet pulp used in its production of A4 copy paper
is substantially lower than its selling price of dry pulp; and

2. The quantity of pulp consumed in the production of 1 tonne of A4 copy paper by.
Indah Kiat, Tjiwi Kimia and Pindo Deli is substantially less than 1 tonne.

Whilst it does not necessarily follow that the surrogate pulp cost to be used in the
construction of Indah Kiat’s normal value must be the Commission’s dry pulp benchmark
price adjusted by the difference between Indah Kiat’s production cost of wet pulp and its
selling price of dry pulp produced from that wet pulp, the evidence provided by Indah Kiat
does prove that therc must be a substantial reduction of the Commission’s dry pulp
benchmark price in determining the surrogate pulp cost to be used in the construction of
Indzh Kiat’s normal value. Indah Kiat can provide no additional evidence in this regard to
that already provided proving the substantial difference between the production cost of wet
pulp and the selling price of dry pulp produced from that wet pulp. On the basis of the
evidence provided by Indah Kiat and common knowledge, it makes no sense for the
Commission’s dry pulp purchase/selling benchmark price to be used as the surrogate pulp
cost in construction of Indah Kiat’s normal value when the pulp used in its production of A4
copy paper is self-produced wet pulp. To maintain this position is certainly questionable.

Concerning Indah Kiat’s, Tjiwi Kimia’s and Pindo Deli’s consumption of less than 1 tonne of
pulp in their production of 1 tonne of A4 copy paper as proved by evidence before the
Commission, it is common sense that the surrogate pulp cost to be used in the construction of
normal values for these exporters must be the Commission’s pulp benchmark price for 1
tonne of pulp adjusted by the proportion of Indah Kiat’s, Tjiwi Kimia’s and Pindo Deli’s
quantities of pulp used in their production of 1 tonne of A4 copy paper. The Commission has
evidence of these proportions and to not make the said adjustments to its per tonne pulp
benchmark prices in the construction of normal values of Indah Kiat’s, Tjiwi Kimia’s and
Pindo Deli’s A4 copy paper exports to Australia on this basis is also certainly questionable.

With regard to the Commission’s dumping margins per SEF341, which form the basis for the
provisional measures applicable to Indah Kiat’s, Tjiwi Kimia’s and Pindo Deli’s A4 copy
paper exports, not including a downward normal value adjustment for CMI's fixed sales
margin exclusively linked to domestic sales, whilst its verification team found that prices of
Indah Kiat’s, Tjiwi Kimia’s and Pindo Deli’s A4 copy paper 1o domestic customers, the basis
for normal values, were influenced by CMI’s fixed sales margin and a downward normal
value adjustment was necessary, in its SEF341 dumping margin calculations the Commission
did not make this normal value adjustment on the sole ground that CMI and Indah Kiat, Tjiwi
Kimia and Pindo Deli are related parties. The WTO Panel Report referred to in our letter to
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you of 5 January 2017 confirms the fact that CMI and Indah Kiat, Tjiwi Kimia and Pindo
Deli being related parties has no impact on the need for a downward normal value adjustment
as found by the Commission’s verification team. To not make this normal value adjustment
will be a breach of the Commission’s international law obligation to determine dumping

" “margins in accordance with the Anti-Dumping Agreement and will be referred to the WTO
Dispute Settlement Body. : :

From the evidence before it, it must be obvious to the Commission that dumping margins and

consequent provisional measures applicable to A4 copy paper exports by Indah Kiat, Tjiwi

Kimia and Pindo Deli are highly inflated for reasons outlined above and must be substantially

reduced. Tt is of important note that these highly inflated provisional measures are

unjustifiably impacting negatively on SMG’s exports to Australia and the business of
- Australian importer Paper Force (Oceania) Pty Ltd.

We hereby request your prompt advice of the Commission’s position concerning the
necessary adjustment to provisional measures applicable to A4 copy paper exports of Indah
Kiat, Tjiwi Kimia and Pindo Deli. Please also advise if you would like me to visit you to
discuss this matter.

Yours sincerely,

_ Ay

Qj@gé’ Simpson



