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14 February 2017

Mr Tim King

Case Manager

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

Pubilic File
Dear Mr King

Investigation No. 341 — A4 Copy Paper exported from Brazil, P R China, Indonesia and
Thailand — Form of measures to apply to exports from Brazil

l. Introduction

Statement of Essential Facts No. 341 (“SEF 341”) proposes to recommend that the
Parliamentary Secretary apply interim dumping duties based upon the ad valorem duty
method. The Anti-Dumping Commission “The Commission”) referred to Australian Paper Pty
Ltd (“AP”) representations that it is concerned that measures applied on an ad valorem basis
risk the potential for exporters to absorb the applicable dumping duty payable.

It is AP’s view, that the risk of absorption of the dumping duty is considered likely where the
amount of interim dumping duty liability is relatively low — as is the case of International Paper
do Brasil Ltda (“IP Brasil”).

AP re-affirms its earlier representations that the duty method that should be applied to IP
Brazil is that based upon the combination method due to the potential risk of duty absorption
by the exporter.

Il Form of measures - Brazil

At Section 12.5 of SEF 341 the Commission outlines the basis for its consideration of the
form of measure to be applied to exports of A4 copy paper from Brazil. The Commission
states:

. each of the various forms of measures have the purpose of removing the
injurious effects of the dumping;

. certain forms of duty are better suited to particular circumstances than other
forms of duty;

. the combination method is considered appropriate where circumvention

behavior is likely (particularly because of related party dealings), where
complex company structures exist between related parties, and where a
proven case of price manipulation exists;

. the combination method is less suited to circumstances where a large
number of different models of the goods exist;
. the ad valorem method is the simplest and easiest form to administer and is

commonly used by other jurisdictions;
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. the ad valorem method is advantageous where there are numerous models
of the goods the subject of the measures and is suitable where prices

fluctuate over time;

. the ad valorem method may also require fewer duty assessments and
reviews than other forms of measures over time; and

. the ad valorem method “has the potential disadvantage in that export
prices might be lowered to avoid the effects of the duty’ (emphasis
added).

The Commission detailed its reasoning for recommending the form of measures to be applied
to exports of A4 copy paper from China, Indonesia and Thailand — based upon reasons
associated with arms length transactions involving related party sales, sales at a loss and the
potential for exporters to collude. However, in respect of exports from Brazil, the Commission
— whilst recognising that the ad valorem method risks the potential for duty absorption — did
not consider AP’s reasoning that the lower rate of dumping margin heightened the risk of the
potential for duty absorption.

AP respectfully disagrees with the Commission’s assessment.

AP is concerned that following the imposition of measures by the Parliamentary Secretary, IP
Brasil will move to secure volumes of A4 copy paper in the Australian market previously
supplied by exporters in China, Indonesia and Thailand. AP contends that IP Brasil will seek
to increase export sales of A4 copy paper to Australia by absorbing the 2.9 per cent interim
duty amount. In support of this view, AP draws to the attention of the Commission, export
volumes of copy paper to New Zealand (“N.Z.”) during the 2015 and 2016 calendar years
(refer Non-Confidential Attachment 1).

(a) The N.Z. import data confirms:

. Brazilian exporters have a well established foothold in the N.Z. market;
. Brazilian export volumes were approximately [volumes], and
. In 2016, the weighted average export price from Brazil [price movements].

AP understands that IP Brasil is a major Brazilian exporter of A4 copy paper to N.Z. The
export sales volumes and prices are therefore representative of IP Brasil's sales into the N.Z.
market. AP further understands that IP Brasil has reduced prices in the N.Z. market to
compete with exports from other countries — including countries the subject of investigation in
the current inquiry.

AP views the reduction in export prices into N.Z. as the U.S. dollar appreciates as indicative
behavior as an exporter seeks to hold market share. AP submits that the low dumping
margin determined for IP Brasil will permit the exporter to absorb the levied interim dumping
duty and seek to increase sales to Australia particularly to secure volumes from exporters the
subject of measures in China, Indonesia and Thailand (where measures are determined upon
the combination method and duty absorption is made difficult).

(b) Nature of the relationship between International Paper (“IP") and Jackaroo
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International Paper is known to be the largest pulp and paper company in the world, and it is
understood by AP that Jackaroo is the agent in Australasia with current and well established
distribution networks in Australian and New Zealand. Headquartered in Memphis, Tennessee,
International Paper employs approximately 53,000 people worldwide and is strategically
located in more than 24 countries serving customers around the globe.

Jackaroo has supplied a range of International Paper products to customers in Australia
ranging from [grades supplied]. These grades have been supplied by IP Brasil as well as
other mills in International Paper’s global operations. AP understands that Jackaroo has been
the agent for International Paper products in Australasia for around [timeframe]. AP therefore
contends that the strength of this relationship across a broad range of products and markets,
over a long period of time represents a significant risk duty absorption by the exporter.

AP is particularly concerned that as International Paper supplies a varied range of products to
Jackaroo for distribution in the Australian market, the exporter has the ability to
[circumvention behavior] goods exported to Australia. For example, the exporter could
[circumvention behavior].

AP considers that [circumvention behavior] of exported goods represents an additional risk to
the absorption of measures by the exporter, not previously considered/contemplated by the
Commission.

Image 1' below taken from Jackaroo’s website shows the global reach of their operations and
notes significant operations based in Australian and New Zealand as well as Brazil and other
International Paper production countries.

[Image 1]

Australian Paper can also provide the ADC with specific and current examples of Jackaroo
supplying International Paper products into the NZ market through [NZ customer], a large
office supplies retailer, similar in relative size and market presence to [Australian retailer] in
Australia.

Image 2 and 32 below show evidence of IP products being marketed in New Zealand. AP
draws the Commission’s attention to the further opportunity for International Paper to
[circumvention behavior]. Whilst AP understands there is nothing specifically preventing these
parties from doing so, it further highlights the ease with which the IP Brasil could [circumvent]
duties.

[Image 2 & 3]

AP requests the Commission to reconsider its proposed recommendation to base interim
dumping duty applicable to IP Brasil on an ad valorem basis to ensure the potential for duty
absorption does not exist and that all exporters the subject of measures on A4 copy paper
have measures applied on the same, consistent basis.

' Jackaroo website http://www.jackaroopaper.com.au/global.htm
. [NZ customer website]
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(c) Conclusions

AP again reiterates its concerns that measures based upon the ad valorem method risk the
potential for duty absorption by the Brazilian exporter IP Brasil. AP has identified the import
price trends for Brazil export sales into N.Z. in 2015 and 2016 which highlight declining export
prices at a time when the US dollar (the currency in which A4 copy paper sales predominate)
has appreciated strongly. The export pricing behavior is indicative of Brazilian exporters
seeking to hold market share in the N.Z. market. AP has also elucidated the international
supply agent arrangement between IP and Jackaroo which represents a significant risk of
circumvention in the form of duty absorption, including [circumvention behavior] of products.

AP requests the Commission to recommend to the Parliamentary Secretary that the
measures to be applied to IP Brasil be based upon the combination method in order to
minimize the risk for duty absorption and to ensure all exporters the subject of measures on
A4 copy paper attract a form of measure that is applied consistently.

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

Matt Decarne
Trade Affairs Manager



