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Investigation No. 341 — A4 Copy Paper exported from Brazil, P R China, Indonesia and
Thailand — Government of Indonesia Submissions of 20 February 2017

I Introduction

| refer to two submissions that have been made on behalf of the Government of Indonesia
(“Gol”) dated 20 February 2017. The submissions address the finding of the Anti-Dumping
Commission (“the Commission”) that a particular market situation applies for A4 copy paper
sold in Indonesia, and the constructed normal value as determined by the Commission.

Il. Market Situation

The submission (EPR 196) on behalf of the Gol references the provisions contained in Article
2.2 of the WTO Anti-Dumping Agreement and states that a particular market situation exists
“where a condition exists in the domestic market but not in the export market that so distorts
the domestic market that it precludes a proper comparison between normal values and export
prices for assessing whether dumping is occurring.”

It is suggested that where a market situation occurs a factor or factors exist in that market that
precludes a fair (or proper) comparison of the normal value and export price.

The Commission indicated that it has considered the market situation provision for A4 copy
paper sold in Indonesia on the basis of the legislative provisions contained in the Customs
Act 1901 and the provisions of subsection 43(2) of the Regulations.

The issue of domestic prices and export prices being equally influenced by the same
government interventions was recently considered in Dalian Steelforce Hi-Tech Co Ltd v
Minister for Home Affairs [2015] FCA 885. Justice Nicholas found:

“...S269TAC does not equate normal value with domestic prices such that it must
necessarily follow that there never can be a market situation where there is no
material difference between domestic and export prices.”

It therefore is irrelevant whether the influencing factor equally impacts domestic and export
prices of A4 copy paper.
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The Submission on behalf of Gol suggests that the Commission’s assessment of a market
situation is ‘flawed’. It is claimed that the Statement of Essential Facts No. 341 (“SEF 341")
provides no evidence as to an oversupply of timber in Indonesia and that SEF 341 “simply
sets out that timber, pulp and, for that matter, paper production, ... has grown in Indonesia
but such increases have met demand in both the Indonesian market and export markets...”.

The Commission’s analysis as detailed in SEF 341 has extended well beyond quoting a
number of sources as to the intervention by the Gol to influence raw material input timber
prices in Indonesia. The Commission has identified the plans and policies of the Gol to
maintain low input prices for raw material timber harvested from Gol lands.

The Commission has correctly examined the impact of the export ban on logs and recognised
that even if the ban did not apply to certain logs (only relatively recently), it has had the
desired effect of reducing the returns achieved by both plantation operators and logging
companies, thereby impacting plantation investment and ultimately the supply of timber. The
Gol Supplementary Questionnaire Response (“SQR”) also confirmed that no acacia or
eucalyptus logs were exported from Indonesia in 2015.

The Commission also examined the Gol’s policies for woodchips. It noted that no export ban
applied to woodchips, however, there was a five per cent export tax applicable. In the Gol’'s
SQR the Gol indicates that the imports of woodchip are prohibited and that woodchips are
consumed by the domestic pulp industry for paper manufacture. The impact of the export tax
on woodchips, combined with the prohibition on imported woodchips, contributes to the
oversupply of woodchips domestically, suppressing prices to levels that would otherwise not
occur if the Gol’s export tariff and prohibition on imported woodchip, were not in place.

The Commission’s analysis on the restrictions on raw material inputs is considered accurate
and is supportive of the Commission’s finding that there still remains a number of
impediments to the full alignment of Indonesian domestic and international timber prices.

The Gol submission suggests that there have been “no reasons given, nor any justification,
on why the Commission used so-called benchmark prices”. This is not the case. AtP. 126 of
SEF 341, the Commission detailed reasons for the selection of Malaysian log prices as a
suitable ‘proxy’, including the geographic proximity of Malaysia to Indonesia.

AP disagrees with the comments on behalf of the Gol that the independent RISI data which
details Indonesian production costs not being as low as Malaysia, Vietnam and the
Philippines is confirmation that production costs in Indonesia are not artificially low. Again
this is not the case. The production cost analysis across the identified countries are heavily
influenced by prevailing conditions in each country and it should be noted that the economies
of Malaysia, Vietham and the Philippines are not recognised as large integrated pulp and
paper manufacturing countries as is the case with Indonesia.

AP rejects the interpretation on behalf of the Gol that “it is obvious there is no evidence to
support a finding of a particular market situation” for A4 copy paper in Indonesia. The
information identified by the Commission is supportive of a finding that; the Gol’s intervention
via an absence of stumpage fees that fails to adequately value timber for harvest grown on
government land, export bans on logs, export tariffs on woodchips, and prohibition on
imported woodchips contributes to domestic selling prices for logs and woodchip sourced in
Indonesia being lower than they otherwise would be.
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The plans and policies of the Gol have caused raw material inputs in pulp and paper
manufacture to be artificially low, and it can be reasonably concluded that a market situation
prevails for A4 copy paper sold domestically in Indonesia.

1. Constructed normal value

It is further argued on behalf of the Gol that the Commission has not given regard to the
recent decisions of the WTO Panel and the WTO Appellate Body of the WTO Case DS473
‘European Union — Anti-Dumping Measures on Biodiesel from Argentina’.

The Commission has addressed this matter at Section 6.9.1 of SEF 341. Specifically, the
Commission has stated:

“The Commission has noted the recent WTO appellate body decision in EU — Biodiesel,
as raised by various interested parties. The Commission has considered Australian
domestic legislation in its approach in the SEF in relation to cost construction.”

The Commission has considered whether factors exist that can be characterised as a market
situation for the purposes of subsection 269TAC(2)(a)(ii) of the Customs Act. Additionally,
the Commission has examined whether a market situation exists in Indonesia for A4 copy
paper and whether the operation of Gol policies and regulations have contributed to:

(a) A distortion of competitive market conditions in relation to A4 copy paper such
that domestic sales are unsuitable for the purposes of determining normal values;
and

(b) whether the conditions of commerce related to the production or manufacture of
like goods such that the records of the exporters cannot be relied upon to
reasonably reflect competitive market costs associated with production of the
goods (in accordance with subsection 43(2) of the Regulations.

The Commission assessed the raw material inputs (i.e. pulp) as having been influenced by
the Gol policies and regulations such that the selling prices for pulp in Indonesia were lower
than they otherwise would be in the absence of the influence. The Commission contrasted
Indonesian pulp prices with those in China and Korea, and was satisfied that Indonesian pulp
prices were artificially low. The Commission also contrasted A4 copy paper prices with the
selling prices benchmarked in other Asian countries and found that the Indonesian selling
prices were lower than the benchmark prices.

Having concluded that the Indonesian costs for A4 copy paper did not reasonably reflect
competitive market costs, the Commission substituted the benchmark pulp price into the
Indonesian production costs to calculate a constructed normal value that is considered
unaffected by the influence of the Gol’s policies and regulations.

The Commission has determined constructed normal values for the Indonesian exporters as
per the methodology prescribed in the Dumping and Subsidy manual (P.35).

The Commission has determined normal values for Indonesian exporters as per the
methodology prescribed in the Dumping and Subsidy manual and reflected in Australia’s
domestic legislation.
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V. Conclusions

The submissions on behalf of the Gol contend that the finding of a particular market situation
applicable to A4 copy paper in Indonesia is unlawful. It is also argued that the Commission
has not considered the recent findings of the WTO appellate body in the EU Bio-diesel case.

The Commission has correctly determined that a particular market situation applies to A4
copy paper prices in Indonesia due to the Gol's influence on raw material input prices. The
constructed normal values for Indonesia have been determined in accordance with Australian
legislative requirements where prevailing selling prices are assessed as unsuitable for normal
value purposes.

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

rade Affairs Manager



