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PROCEEDTINGS

(9:30 a.m.)

MR. CARPENTER: Good morning, and welcome to
the United States International Trade Commission's
conference in connection with the preliminary phase of
countervailing duty and antidumping, Investigation No.
701-TA-451 and 731-TA-1126 to 1128, concerning imports
of certain lightweight thermal paper from China,
Germany and Korea.

My name is Robert Carpenter. I'm the
Commission's Director of Investigations, and I will
preside at this conference. Among those present from
the Commission staff are from my far right, Diane
Mazur, the supervisory investigator; Chris Cassise,
the investigator. On my left, Marc Bernstein, the
attorney/advisor; Nancy Bryan, the economist; Mary
Klir, the auditor; and Fred Forstall, the industry
analyst.

I understand the parties are aware of the
time allocations. I would remind speakers not to
refer in your remarks to business proprietary
information and to speak directly into the microphone.
We also ask you state your name and affiliation for
the recording before beginning your presentation.

Are there any questions?
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(No response.)

MR. CARPENTER: If not, welcome, Mr. Dorn.
Please proceed with your opening statement.

MR. DORN: Thank you. Good morning. This
case is about the damage that unfairly traded imports
have inflicted on the domestic industry producing
lightweight thermal paper. The petition alleges
dumping margins of 65 to 75 percent for Germany, 66
percent for Korea and 104 percent for China.

The petition also alleges over 20 Chinese
government subsidy programs that are benefitting the
Chinese industry. The defining characteristic of
thermal paper is its creation of an image when exposed
to heat. The article study to investigation is
thermal paper having a basis weight of no more than 70
grams per square meter, which we will refer to as
lightweight thermal paper or LWTP.

The domestic like product is coextensive
with the scope of the investigations. Substantially
all LWTP is used in point of sale applications such as
ATM receipts. It generally has a weight of around 55
grams per square meter or less. Heavy thermal paper
generally has a weight of 80 grams or more.

Due to its thickness and high value added
features, heavy thermal paper is not interchangeable
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with or commercial substitutable with LWTP in most
applications. Among other things, it is not used in
the same printers in which LWTP is used. Several
conditions of competition are particularly worth
noting.

First, LWTP is a commodity-type product.
Competing suppliers offer products with essentially
the same specifications to serve the same printers.
Purchasing decisions are made largely on the basis of
price. Second, U.S. consumption of LWTP has increased
substantially during the period of investigation.
Thermal printers have increasingly replaced older
technology thermal transfer ribbons and carbon paper
to document transactions at the point of sale.

Third, China, Germany and Korea account for
virtually all U.S. imports of LWTP. Fourth, the wvalue
of the dollar has depreciated in relation to the
currencies in the subject countries. Given these last
three conditions of competition U.S. producers of
jumbo rolls should have received higher prices in 2006
and the first half of 2007.

Instead, they lost market share to subject
imports and suffered declining prices in the face of
increasing raw material costs and increasing energy
costs. A guick summary of the statutory factors
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demonstrates that this industry is materially injured
by reason of unfairly traded imports.

First, the volume of the subject imports is
highly significant in relation to U.S. consumption and
U.S. production. Imports increased about 60 percent
from 2004 to 2006 and at least another 10 percent in
the first half of 2007. They also increased relative
to U.S. consumption and U.S. production. Second,
subject imports have adversely affected U.S. prices
for the domestic like product.

Appleton has documented numerous instances
where it has had to lower its prices in response to
lower prices of jumbo rolls from Germany and Korea and
other instances where it has lost sales to lower
priced imports. Imports of slit rolls from China have
undersold not only U.S. prices for domestic slit
rolls, but also U.S. prices for domestic jumbo rolls.

U.S. importers have used the lower prices to
increase their share of the growing U.S. market. In
addition, Appleton has had to refrain from raising its
prices to cover its increasing cost of production in
order to avoid losing even more sales to subject
imports.

The prices of subject imports have declined
at the very time that raw material costs and energy
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10
costs have increased for U.S. producers. Third, the
subject imports have had an adverse impact on the
domestic industry. Domestic output and sales of jumbo
rolls have not kept pace with the increase in U.S.
consumption.

Domestic market share has fallen, and all of
that lost market share has gone to subject imports
since there are no nonsubject imports. Finally,
subject imports are adversely affecting Appleton's
revenues, prices and profits. The threat case is
equally strong. Subject imports are rapidly
increasing, both absolutely and relative to U.S.
consumption and U.S. production.

Capacity in the subject countries far
exceeds U.S. capacity. The Chinese producers are
subsidized by their government, including export
subsidies. Increasing imports of slit rolls from
China will decrease demand for U.S. jumbo rolls.

Starting from an already large share of the
U.S. market, subject imports are certain to continue
to depress prices and to adversely affect U.S. output
and U.S. profits at the very time that Appleton's $100
million expansion project comes onstream in 2008. In
sum, the Commission should reach an affirmative
preliminary determination of material injury or threat
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11
of material injury with respect to all three subject
countries.

We appreciate the attention the staff has
given to this case and look forward to working with
you to complete the record. Thank you.

MR. CARPENTER: Thank you, Mr. Dorn.

Mr. Silverman?

MR. SILVERMAN: Thank you, Mr. Chairman.
I've practiced before the Commission for many years,
many different products, many different cases, but
I've got to tell you, this is one of the oddest. This
is one of the oddest, and frankly, to my mind it
smells. It smells for a number of reasons. I hope
the Commission will take the time to look into it.

1) Appleton complains about imports of a
downstream product that it doesn't make but then
insists that the U.S. manufacturers of the downstream
product should be excluded from the domestic industry.

Now, except for Ag products where there is a
specific statutory provision I know of no other
situations where the Commission has analyzed a case in
which the product scope included both upstream and
downstream products and then ruled that the domestic
industry consisted only of the producers of the
upstream product. That's the clever legal strategy of
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12
Appleton.

2) Everybody in this room knows that this
product scope was gerrymandered to exclude profitable
sales of certain thermal paper even though it was
produced by the same workers on the same equipment
that they're making lightweight thermal paper.

3) Appleton may claim lost sales and
underutilized capacity, but at the same time it's
putting customers on allocation, you'll hear testimony
to that, it refuses new customers, you'll hear
testimony to that, and most important, at the same
time its claiming lost sales and underutilization it
seeks to import this product from Europe.

You heard me right. At the same time,
they're complaining to the Commission about increasing
imports, the old template of all those statutory
words, at the same time they're complaining about that
they're going to Europe asking to import because they
can't meet their customers' needs. That's for 2006
and 2007.

4) The Petitioner may tell the Commission
that it is materially injured, but at the same time
they're announcing a $100 million investment in new
capacity. You don't do that overnight. You do that
with serious analysis of rate of return, you have to
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13
get financing. It's a fairly complicated long-term
investment process.

Now, i1f they're operating below capacity,
why are they adding capacity? If they are materially
injured or threatened material injury, how do they
embark on a $100 million investment? Now, if Appleton
tries to cover its tracks by claiming that the
investment depends on, you guessed it, an affirmative
determination by the Commission, I'm sure you've heard
that one before, ask yourself what U.S. company would
ever make a major investment contingent upon an ITC
vote?

Can you imagine telling that to an
investment banker, or lender, or shareholders? It's
just not credible. Let's face it. If they thought it
was really predicated on the ITC vote then they could
supply the Commission with their business plan, their
financial analysis and other sophisticated projections
that they must have had before they decided to embark
on a $100 million investment.

5) The data on the record, the data on the
record disprove any causal link. Appleton's own data
disproves any causal link. I note, for example, and
very important here because this is a little unusual
in cases, Koehler, which is the major import source,
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14
has raised its prices during the period of
investigation including the interim period.

So those are five reasons why I think the
Commission can see why this case is funny. The
Department of Commerce also thought so, and as you
know, they have not initiated.

Now, I know this is only a preliminary
investigation, Mr. Chairman, and I know that
petitioners get favored treatment under the law, but
every once in a while a petition is so suspect, so
inconsistent, so misleading and so wrong that the
Commission should look closely at the evidence in the
record.

If the Commission does this it should reject
the Petitioners' clever legal strategy and issue a
negative determination. Thank you.

MR. CARPENTER: Thank you, Mr. Silverman.

Mr. Dorn, at this time if you would bring
your panel forward, please?

MR. SCHONFELD: Good morning. My name is
Walter Schonfeld, and I'm the President of the
Technical Papers Division at Appleton. Appleton
Papers is headquartered in Appleton, Wisconsin, and we
have been making paper products there and at other
locations for over 100 years.
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We became a 100 percent employee owned
company in 2001 and we've maintained a strong
commitment to our more than 3,000 employees to
continue to produce paper in the United States. We're
a world leader in coated paper products, and we derive
from 25 to 30 percent of our revenues from
international sales.

Our specialty has always been coated paper.
In 1953, Appleton began working with the National Cash
Register Company, NCR as you probably know them, to
develop carbonless paper. That is the type of coated
paper you would see in multicopy forms where what you
write on the top form is imprinted on the copies below
without the use of carbon paper.

In the late 1960s Appleton and NCR developed
and introduced thermal paper including the lightweight
thermal paper that is the subject of these
investigations. We also produce security papers,
which are papers with basic security features that
make them resistant to forgery and counterfeiting.

Along with our Appleton plant at which we
coat our carbonless and thermal paper we have a pulp
and paper mill in Roaring Spring, Pennsylvania, and
another paper mill in West Carrollton, Ohio. These
facilities are all part of Appleton's Technical Papers
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16
Division, which accounted for more than four-fifths of
the sales of the company last year.

The company also has some other units that
are not part of our paper making operations. Let me
take a second and explain what paper making is and
what thermal paper is and how it's made. We have
brought samples and will pass these out during the
presentation, but up on the screen you'll note some
visual images of what thermal paper is. I apologize
for the ergonomics here of course.

We've all seen this kind of paper before.
Whenever you get a cash register receipt or for the
heavier weight thermal papers whenever you buy a
theater ticket, lottery ticket, airline ticket or
other variety of applications where it's printed on a
heaver paper. It may look like regular paper, but
it's actually not.

A cross-section of thermal paper is
displayed here on Slide 3. The paper is coated with
chemicals that react to form images when exposed to
heat. If you were to place this piece of paper in the
oven and turn it up to 300 degrees the coated side
would turn totally black.

As shown on the next slide, thermal printers
have a roll of tiny heating elements lying side by

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

17
side across the width of where the paper passes
through. The computer chip in the printer instructs
each element to quickly heat up and cool down as the
paper passes through creating a colored microdot on
the paper.

The arrangement of microdots on the paper
creates the words or any other image that one wants.
That's how you get your cash register receipt. I
understand that a few years ago the Commission
conducted an investigation of thermal transfer
ribbons.

For that technology the printer elements
instead of directly heating the paper heated the
thermal transfer ribbon and the ink was transferred
onto the paper as it passed underneath the ribbon.
Thermal paper does not use ribbons and is a totally
different technology. A retail store only needs to
make a quick change of a roll of paper without having
to deal with the additional consumable of the ribbon.

As a result, thermal paper is steadily
replacing thermal transfer ribbons as we do not see
anyone going back to ribbon once they start using
thermal paper. Making thermal paper is definitely
more complicated than making thermal transfer ribbon.
As I understand it, making a jumbo roll of thermal
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transfer ribbon basically consists of inking rolls of
plastic that the producers buy from someone else.

Here, we need to turn trees into thermal
paper. There are three basic stages to the production
of lightweight thermal paper. First is the production
of the base paper, second is the coating of the base
paper and third is the converting and packaging for
the end user. Production of the base paper begins
with harvesting of trees and turning them into pulp at
paper mills like the ones at our Roaring Spring
facility pictured in the image on the screen.

Our West Carrollton mill from which the
Appleton plant gets a good portion of its base paper
does not produce its own pulp but buys it and mixes it
with waste paper and various chemicals to create
paper. This mixture, which is shown on the screen, is
sent through the paper making lines at the desired
thickness producing a very wet paper that must be
dried and rolled through a massive series of ovens and
rollers.

Throughout the process the characteristics
of the paper are monitored so that at the end the
paper with the desired thickness or basis weight is
rolled up by the winders. The finished rolls of base
paper are then shipped to our Appleton plant along
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with rolls of base paper that we purchase from other
sources. The base paper in rolls looks like what you
see up on the screen.

Today, the coating stage takes place at our
Appleton plant where the rolls of paper are unwound
and fed through the coating machines. An example of
one of those coating machines is up on the screen.

The coatings are typically blended in-house from solid
and liquid raw materials. The paper is coated from
vats of the coating chemicals, and the desired
thickness of the coating is set by calibrating a
device right after it is coated.

The liquid coating is then dried on the
paper, and the paper passes through a series of drying
ovens to also provide firmness to the paper. Then,
the paper may be rolled again or calendared to achieve
a uniform thickness. Steam is applied to the paper
which helps prevent curling, and it is then rewound as
jumbo rolls of thermal paper.

An example of that process is up on the
screen. These rolls may be slit to the jumbo roll
width desired by our customer who is a converter. The
final process at the converter is less complicated.
There, the jumbo rolls are unwound on a slitter which
cuts the rolls to the desired width and length.
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The paper is rolled onto plastic spools and
boxed. A portion, we estimate about 35 percent, is
printed either by the converter or by an outside party
before being rolled up into the converted roll. That
is the entirety of the converting process.

No chemistry is involved, and the technology
and technical expertise are negligible in relation to
the making of base paper in the application of the
thermal coating. As Karen Hatfield will discuss in
more detail there are different types of thermal paper
which are distinct in terms of their physical
characteristics, distribution channels, customers and
consequent end uses.

Although our sales of high value thermal
paper, like those for the entertainment and label
businesses, are more profitable we need to stay in the
point of sale business. It is the largest single
segment for thermal paper, and we achieve economies of
scale by continuing to serve it.

It is also a stepping stone into the high
value added market, and we need to defend our other
markets. That is why we have lowered our prices in
response to lower prices by our foreign competitors
instead of just losing even more sales than we already
have.
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Appleton is not just defending its market
for lightweight thermal paper, we are actively
investing and making sure we stay competitive for the
product. Last January we announced a $100 million
project to install a state of the art coater at our
West Carrollton mill.

This coater will shift a significant portion
of our thermal paper production capability to our West
Carrollton mill, and we plan to have this mill
concentrate on lightweight thermal paper.

Construction has begun, and it is scheduled for
completion in August of 2008.

But the competitive situation has changed
since we evaluated this investment in late 2006.
Increased dumping and subsidies have depressed prices
to a significant degree. The price levels that
indicated we could achieve a reasonable return on this
investment have eroded further in 2007 due to unfair
low prices of jumbo rolls from Germany and Korea and
slit rolls from China.

The price erosion has occurred
notwithstanding increased costs of raw material and
energy and changes in foreign exchange rates. I see
no explanation other than dumping and government
subsidies from our foreign competitors offering the
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ability to give them the chance to lower prices
continuously in the United States when production
costs are increasing and the value of the dollar is
declining.

There are also significant ocean freight
costs to get the product here, but that doesn't seem
to matter either. The worldwide price for our main
product input, pulp, which is essentially the same
worldwide, has continued to increase as this slide
shows. If you take a look at the sglide you'll see
that pulp prices are up about seven percent year to
date and they're up over 30 percent in the last three
years. Pretty significant rise in costs.

Energy prices have also continued to
increase. Our mills and all paper mills consume
considerable quantities of electricity for drying
ovens and other equipment and our costs have gone up
as the slide on the screen shows. At the same time
that all this has been going on the value of the Euro
has continued to appreciate against the dollar which
means that our European competitors should not be able
to lower their price, including Germany.

If you reference the slide above you'll see
that the Euro has actually appreciated against the
dollar by 12 percent in the last 12 months. The
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Korean Won has also appreciated which should mean that
our Korean competitors are less competitive. Even the
Chinese Won has increased in value to the dollar, and
yet imports from these countries continue to arrive at
continuing lower prices despite higher cost of inputs
and the devaluation of the dollar.

The only answer I can come up with is that
they have increased their level of dumping and
subsidization. The Commission can help to reverse
that trend by voting affirmatively on injury from all
three countries. On behalf of Appleton's nearly 3,200
owner employees we respectfully request that the
Commission allow these investigations to continue.

MS. HATFIELD: Good morning. My name is
Karen Hatfield, I'm the Segment Director for
Transaction Documents in the Technical Papers Division
of Appleton. Within Appleton's segment for thermal
paper I am responsible for the lightweight thermal
paper that is the subject of these investigations. As
Mr. Schonfeld explained, Appleton is strictly a
producer of what we refer to as jumbo rolls of thermal
paper.

All jumbo rolls are made to be converted
into slit rolls of a suitable width and length for use
in printers. We do not do the conversion ourselves.
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That is, we do not slit and package jumbo rolls down
to the size needed for use in cash registers and other
printing devices, about this size, as opposed to the
jumbo rolls that you saw earlier on the screen.

The key feature of thermal paper is that it
reacts to form images when exposed to heat. Aside
from the slitting and packaging and occasionally
printing done by the converter there are no physical
differences between jumbo rolls and converted rolls.
The conversion process produces no chemical change in
the paper itself.

As Mr. Schonfeld explained, the production
of jumbo rolls is a multistep process of base paper
making and coating. The application of the thermal
coating is the critical step that results in thermal
paper. That is the step that incorporates the
technology and technical expertise that distinguishes
thermal paper from all other papers.

In contrast, the process for conversion
generally consists of unwinding the jumbo rolls,
slitting and rewinding the converted rolls and
packaging. Thus, the process of slitting and
packaging thermal paper is not nearly as complex as
the production of the jumbo rolls.

In fact, we estimate that the conversion
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process without printing comprises approximately 10
percent of the total cost of production of the
finished product excluding the converter's profit and
prepaid freight to the end user. With printing the
conversion process comprises about 15 percent of the
total cost of production.

We estimate that about 35 percent of the
converted rolls contain printing. I understand that
one issue the Commission must address is whether any
products other than lightweight thermal paper are like
the imports subject to investigation. As defined in
the scope of the investigation, lightweight thermal
paper has a basis weight of 70 grams per square meter
or less.

This is a key distinguishing physical
characteristic of lightweight thermal paper which both
defines and limits the uses for lightweight thermal
paper. It is not like heavier types of thermal paper,
which we refer to as high value added thermal paper.
Lightweight thermal paper is a thinner product which
is weaker and less durable than heavier papers.

These product characteristics are suitable
for the primary use of lightweight thermal paper and
point of sale products such as retail store receipts.
In the samples that you'll see and what you see
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projected on the screen as well we show some examples
of lightweight thermal paper products including gas
station receipts and restaurant receipts.

These products are designed for use in point
of sale terminal devices, which you can see above as
well. Heavy and thermal papers would not function
properly or at all in some cases with point of sale
printers.

Heavier thermal paper is most frequently
used for label products as you can see on the screen
here as well such as shipping labels, and deli labels,
and also ticket products, entertainment tickets and
the like, lottery tickets, boarding passes and baggage
tags, as well as medical charts. Some of these
examples you've just seen on the screen here and are
included in the samples that we've provided to you.

These other types of products normally
require greater strength, environmental resistance and
durability than lightweight thermal paper. We
consider these heavier, high value added products to
be in a separate product category than lightweight
thermal paper which is essentially a commodity type
product.

Lightweight thermal paper coatings typically
retain images for less time than the coatings of
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heavier thermal papers. Most point of sale receipts
do not require high quality images for bar code
reading and other purposes and are not retained for
long periods of time.

In contrast, even ticket products, like
baggage tags and lottery tickets, which have a
relatively short lifespan, must have high quality
images with specialty light protection that will
resist them to fading, weather and more variable heat
conditions so that your winning lottery ticket doesn't
fade before you have a chance to redeem it.

These special characteristics typically
cannot be obtained with lightweight thermal paper. In
addition, lightweight thermal paper does not have
adhesive backings. Thermal paper that is used for
labels ultimately have an adhesive backing added to
them as shown in the samples on the screen.

Given its different physical characteristics
lightweight thermal paper is generally not
interchangeable with other types of thermal papers.
Point of sale terminal receipt printing stations are
designed for the thinner basis weights of lightweight
thermal paper and will not function properly with
heavier basis weight thermal paper.

Therefore, they are carefully monitored for
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caliper or thickness due to the sensitivity of the
printers and their cutting mechanisms. Because they
do not have adhesive backings converted rolls of
lightweight thermal paper are not interchangeable with
converted rolls of thermal paper that ultimately have
an adhesive backing and are suitable for labels and
similar products.

Given their distinctive uses the converters,
distributors and resellers of lightweight thermal
paper point of sale products generally do not overlap
with the converters, distributors and resellers of
heavy thermal papers. In addition, customers and
producers perceive lightweight thermal paper and other
types of thermal paper to be different products.

The end users are very different.
Lightweight thermal paper is sold primarily to retail
businesses. Other types of thermal paper are sold for
the most part to businesses in the distribution,
transportation, entertainment and gaming industries.
Producers recognize that these are different customers
seeking different product attributes such as scuff or
UV resistance for labels.

For example, in a shipping label similar to
what you see there the bar code scanability is
extremely important because that's how they track the
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package as it's in transit. If boxes are rubbing
against each other in transit and without that scuff
resistance it would distort the bar code and made it
very difficult for them to ultimately track that, so
that's why the scuff resistance and other features are
so important.

Although lightweight thermal paper shares
certain manufacturing facilities, production processes
and production employees with other types of thermal
paper, Appleton has some coating equipment that is
dedicated to lightweight thermal paper that cannot be
used to make heavier weight thermal paper.

The paper making and coating processes are
typically different for lightweight thermal paper and
other types of thermal papers because of the
difference in basis weight and types of coatings.
Finally, lightweight thermal paper is less expensive
per square foot than other types of thermal paper.
This is because its lower basis weight requires less
paper per square foot.

It also uses less complex chemistries needed
to provide the value added attributes of heavier paper
such as higher quality image, greatest strength,
environmental resistance and higher durability. 1In
addition, although most heavy thermal papers have a
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topcoat over the thermal coating substantially all
lightweight thermal paper is not top coated.

In conclusion, with respect to the like
product issue lightweight thermal paper is a distinct
product category that is not like other thermal papers
in terms of physical characteristics, use, customer
and producer perceptions and price. The U.S. market
for lightweight thermal paper has been strong and
growing since 2004 as we will discuss in detail in our
postconference brief.

Appleton, however, has not benefitted from
the expansion of the lightweight thermal paper market.
The reason is that imports have been increasing
dramatically taking market share and driving down
prices. The foreign thermal paper producers have
concentrated on the lightweight thermal paper market.

As a result, although we continue to have
some operating profits in the overall thermal paper
reporting segment of our business we are not
profitable in lightweight thermal paper. This is made
clear in our confidential questionnaire response. The
increasing imports have all been from Germany, Korea
and China.

As you know, thermal paper is imported under
basket categories of the U.S. Harmonized Tariff
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Schedule. The official import statistics are of no
help in determining import levels for thermal paper.
There is no trade association or other source that
normally collects information on thermal paper
shipments at the level of detail that we need.

Necessity drove Appleton to develop an
internal system for tracking our competition, which we
call our grass roots system. Although the details are
confidential, grass roots is both a top down and
bottom up approach combining data from a number of
sources to calculate shipments from each thermal paper
producer in the world, and there are not that many, to
the markets that Appleton serves.

We believe the results to be very accurate,
particularly for the imported products. Using grass
roots, Appleton is able to estimate imports of
lightweight thermal paper by country. Our import
estimates are in Exhibit 8 of the petition. As
indicated on that exhibit virtually all U.S. imports
of jumbo rolls come from Germany and Korea, and
virtually all U.S. imports of slit rolls come from
China.

We have seen a consistent presence of
imports of jumbo rolls from Korea in the market. We
have seen imports of jumbo rolls from Germany increase
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steadily since 2004. The trickle of imports of
converted rolls from China that we saw in 2005 turned
into a steady stream in 2006 and has become a deluge
this year.

On an aggregate basis imports from Germany,
Korea and China have increased about 60 percent from
2004 to 2006 and continue to increase in 2007. 1In
addition, as shown in Exhibit 9 of our petition their
share of the U.S. market has also grown significantly
since 2004.

The imports from these countries are not of
all types of thermal paper. Instead, they have
targeted the lightweight thermal paper that is mostly
used in point of sale applications. The imports from
Germany and Korea are all jumbo rolls. The imports
from China are virtually all converted rolls. By
focusing on price sensitive lightweight thermal paper
rather than heavy, wvalue added thermal paper the
exporters and importers have been able to use their
unfairly low prices to penetrate the U.S. market.

Unlike heavy, high value added thermal
paper, lightweight thermal paper is essentially a
commodity product. Although the formulas for the
coatings are relatively complex and require
considerable expertise to make and the paper making
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and coating processes also require substantial know
how and capital expenditures, the end product of all
suppliers of lightweight thermal paper must be used in
the same thermal printers and must have essentially
the same specifications.

A thermal printer manufacturer may certify a
thermal paper producer's product for its printer, but
once a company's thermal paper has been certified or
it's been used successfully it will compete with other
companies' thermal paper largely on the basis of
price. The most commonly used lightweight thermal
paper product in the United States is a 55 gram per
square meter thermal paper.

This weight of paper delivers a caliper of
thickness and stiffness that works well in a wide
variety of receipt printers. Let's compare the
specifications for our bread and butter lightweight
thermal paper, which we call Alpha 400 2.3, which is
shown on the left side of the screen there, with
Mitsubishi's bread and butter lightweight thermal
paper, which it calls F5041, which is on the right
side of the screen.

I realize it's difficult to see and you have
copies of that as well, but the specifications are
here. They both have the same basis weight, about 55
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grams per square meter with some tolerances, they have
the same thickness or caliper, again, with some
tolerances, and the other specifications are fairly
close to the extent that most purchasers do not care
about the differences.

Both our Alpha 400 2.3 and Mitsubishi's
F5041 or for that matter Koehler's KT55F20, Hansol's
HSK55, Kanzaki's P300 or Guan House Product will work
just fine in the thermal printers designed to take 55
gram per square meter thermal paper. There is no
reason on the basis of the specifications to choose
one over another.

Therefore, it does not take a large price
difference to prompt a converter to choose one
manufacturer over another. In short, domestically
produced lightweight thermal paper and imported
lightweight thermal paper from Germany, Korea and
China are highly interchangeable and are sold largely
on the basis of price.

Imports from these countries are not gaining
market share based on better quality or more desirable
features. They are gaining market share for one
reason only: they are lower priced than our products.
As we discussed in the petition, imports of jumbo
rolls from Germany and Korea are underselling our
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products by a meaningful amount.

Imports of converted slit rolls from China
are underselling domestic prices for jumbo rolls. The
impact of the lower priced imports is immediate. The
industry does not have a tradition of using long-term
or even short-term contracts between purchasers and
suppliers. Instead, we typically agree with a
converter to sell jumbo rolls at a certain price, and
on that basis it will agree to buy from us at that
price without necessarily specifying quantities.

But when a converter like Koehler or
Hansol's offer the lower price the converter will come
back to us and tell us about the competing price. We
then have to decide how much lower we have to go to
induce the converter to continue to buy from us. Our
converter customers are losing sales to these massive
increase in imports from China at prices else than the
cost of jumbo rolls that our converters buy from us.

When our customers are threatened with a
loss of sales to Chinese imports they basically have
two choices. They either pressure us to reduce our
prices to help make them competitive or they purchase
and resell the slit rolls from China instead of doing
the conversion themselves. Whether our customers lose
sales to slit rolls or choose to buy and resell slit
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rolls, they buy fewer jumbo rolls from us,
substantially reducing our level of domestic
shipments.

As you will see from our questionnaire
response, Appleton has been able to document many
instances where we have lost sales to unfairly priced
imports. We have also been able to document many
instances where we had to lower our prices to avoid
losing a sale. These examples of lost sales and lost
revenues are merely the tip of the iceberg. As you
can see from the petition, the dumped and subsidized
imports have a very large share of the US market, and
they are rapidly increasing.

The addition of such large quantities of
imports to the market necessarily causes prices to be
much lower than they otherwise would be. In other
words, absent the dumping and subsidies, Appleton
would be achieving higher prices and reasonable
profits. The adverse impact of the unfairly priced
imports has accelerated in 2007, at the very time we
are executing the $100 million investment that Mr.
Schonfeld described.

Imports of low-priced Chinese converted
rolls have surged in late 2006 and 2007, and have
placed increasing price pressure on the converters.
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Appleton is facing increasing price pressure from our
customers in order to maintain our sales. In
addition, as Mr. Schonfeld explained, we have been
experiencing generally increasing raw material and
energy costs in the last several years.

We have been unable to pass along these
increasing costs in the prices of finished products.
Instead, we have been forced by unfair competition to
reduce our unit prices for lightweight thermal paper.
At the same time as we have seen increasing raw
material costs, the US dollar has also depreciated
against the currencies of Germany, Korea, and to a
lesser extent, even China.

Despite the currency declines that Mr.
Schonfeld has discussed, our foreign competitors have
continued to drop price in US dollar terms. These
market dynamics would not be possible without the
unfair subsidies and dumping practices that we have
explained in our petition. The effect of this unfair
import competition has been apparent, both in our
prices and in our bottom line.

As Mr. Schonfeld has discussed, Appleton has
undertaken a major investment in the growing thermal
paper business to take advantage of the opportunities
in the market. To succeed, the investment requires a
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fair and unsubsidized marketplace. We can compete
with anyone in the world if the playing field is
level. It is not. We need the imposition of duties
to stop the price erosion that we have been
experiencing.

Appleton therefore respectfully requests
that the Commission make an affirmative preliminary
injury determination. Thank you.

MR. SITTER: Good morning. My name is Mike
Sitter. I'm a coater operator on the No. 14 coater at
Appleton. I'm also the Vice President of the United
Steelworkers Local 2-246, which represents the 682
union members of our Appleton plant. United
Steelworkers has over 1,400 members who work for the
Technical Papers Division of Appleton. USW Local 708
has 115 members who work at the Ware, Massachusetts
facility of Kanzaki Specialty Papers, which makes
lightweight thermal paper.

The USW has nearly 275,000 workers in the
paper and forestry industries. The USW and its
workers strongly support these petitions that Appleton
has filed against imports of lightweight thermal paper
from China, Germany and Korea. Appleton has a long
history in our communities and has employed
generations of workers. There is a tendency when
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coming to work at Appleton to stay for a long time.

For example, the average length of
employment at the Appleton plant is 21 years, and this
is important. The process of producing thermal paper
that you saw in Mr. Schonfeld's presentation takes
skill and experience, because it's complicated. The
different coatings require different combinations of
chemicals, and we have to make sure that they are
mixed properly.

The machine rollers and coating heads must
be set properly for each type of paper, and the
process must be consistently monitored for quality
while the paper is being rolled. It takes years of
experience to work your way up to being a coating
operator. Appleton recognizes that it needs skilled
workers, and it treats us accordingly. Appleton and
its local unions continue to have good relations, and
there have been no work stoppages at any Appleton
facility over the last 30 years, but Appleton cannot
continue to protect its workers in the face of
changing conditions.

Over the years, there has been declining
demand for the other main product made at Appleton,
which is carbonless paper, due to technology changes
that have been well documented by all carbonless
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manufacturers. Production of this product continues
to decline. The membership at our union local has
fallen from around 900 people in the late 90s to less
than 700 today, due to the gradual decline of our
carbonless paper business.

Demand for thermal paper, on the other hand,
continues to grow. More and more applications use it
as it replaces other means to print cash register
receipts, labels, tickets, and other applications. We
should see rising employment and rising union
membership for workers making thermal paper, and for a
while we were, but that has changed recently.

While production of the heavier, high value-
added thermal paper that is not the subject of this
case continues to grow, we are producing less and less
lightweight thermal paper. This makes us concerned
for our future. We do not want to see employment for
thermal paper production decline the way we have seen
employment for carbonless paper production decline.

As Mr. Schonfeld discussed, Appleton is building a new
thermal paper coating line at its mill in West
Carrollton.

When it is finished next August, Appleton's
capability to supply the US market will be
significantly increased. Unfortunately for us workers
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at the Appleton plant, the completion of that facility
will mean that work will be shifted to West Carrollton
and there will be less need for workers in the
Appleton plant. Employment at Appleton is expected to
decline. I don't think it needs to be that way.

If imports of jumbo rolls from Germany and
Korea, and imports of converted rolls from China, had
not taken away Appleton's market share with unfair
prices, the new capacity in West Carrollton could add
to our production at the Appleton plant, and not
replace it. But the union cannot make that case
unless the sales are there to justify it.

I have been working at Appleton for seven
years. My dad began working 40 years ago and he is
still there. My brother worked for Appleton for 16
years. Our story is not at all unusual at Appleton.
My family and a lot of other families are counting on
the company being able to sell all the lightweight
thermal paper it can, without having to compete
against dumped and subsidized imports.

On behalf of my fellow United Steelworker
members, who are also employee owners of our company,
I ask you to help us. Thank you.

MR. DORN: Let me just ask Mr. Sitter one
guestion.
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The coater you work on, what type of paper
does it make?

MR. SITTER: This is Mike. Lightweight non-
topcoat.

MR. DORN: Does it make anything else?

MR. SITTER: No.

MR. JAMESON: Good morning, I'm Paul Jameson
with King & Spalding. The information provided this
morning by Mr. Schonfeld and Ms. Hatfield supports the
conclusion that lightweight thermal paper in both
jumbo rolls and converted rolls constitute a single
like product, coextensive with the scope of the
investigation.

First, regarding the Commission's
semifinished like product analysis, the factors that
the Commission generally considers, when both
semifinished and finished products are in the scope,
support a finding of one like product. Ms. Hatfield
provided information on of these factors, and instead
of repeating them here, let me just put them in the
context of past Commission determinations.

While there are a number of major factual
differences, the Commission's analysis of the
semifinished product issue in Thermal Transfer
Ribbong, or TTR, is instructive. In that case you had
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both jumbo rolls and -- being sold to converters, and
they turned the jumbo rolls into smaller slit rolls.
The process of coating base paper, a good proportion
of which Appleton makes itself, is a relatively
capital-intensive process that also requires skilled
labor, as Mr. Schonfeld and Ms. Hatfield just
explained.

It is more complex and probably more
capital-intensive than the process of applying ink to
purchased plastic, but the Commission's analysis
should be very similar here. Like TTR jumbo rolls,
there is no use for jumbo rolls of lightweight thermal
paper, other than the conversion into smaller rolls of
a suitable width and length for use in printers.

As Ms. Hatfield also explained, given the
particular end use for the quality and weight of
thermal paper that is the subject of our petition,
lightweight thermal paper jumbo rolls will exclusively
be used to be converted into lightweight thermal paper
rolls that are slit. The slitting process does not
change the physical characteristics of the paper, and
the process of making base paper and coating that
paper is substantially more costly than the process of
slitting and packaging, and requires many more steps.

The Commission undertook a similar analysis
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in TTR and came to the conclusion that jumbo rolls and
slit rolls constitute the same like product. We
believe that the facts support reaching the same
conclusion for lightweight thermal paper, and we will
provide further analysis in our post-conference brief.
Furthermore, the Commission's traditional like product
analysis supports the conclusion that the domestic
like product is coextensive with lightweight thermal
paper as defined in the scope of these investigations.

There was some discussion in the TTR
investigation regarding whether other types of thermal
transfer ribbon not covered by the scope should be
included in the like product. Using the type of
analysis that the Commission used in TTR, and in other
cases, there is no reason to include any other type of
thermal paper within the like product, as the
information provided by Mr. Schonfeld and Ms. Hatfield
this morning established.

Lightweight thermal paper has different
physical characteristics and end uses than other types
of thermal paper. Lightweight thermal paper is
defined in the scope as thermal paper having a basis
weight of 70 grams per square meter or less, with some
tolerances, but as a practical matter, there is a
large gap. The vast majority of lightweight thermal
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paper that Appleton and its competitors sell has a
basis weight of 55 grams per square meter, with some
lighter paper weighing around 48 grams per square
meter. The next size up is 80 grams per square meter.

We chose to specify a basis weight of 70
grams per square meter, right about the middle between
55 and the 80 grams per square meter product. Thus,
there is a clear dividing line between the thermal
paper products that are within the scope and those
that are outside the scope. As Ms. Hatfield
discussed, there are distinct physical differences
between the products below that line and the products
above that line, and they are not interchangeable for
a variety of reasons.

With regard to the channels of distribution,
the converters, distributors and resellers of
lightweight thermal paper point of sale products
generally do not overlap with the converters,
distributors and resellers of other thermal papers,
although a small number of converters may cover more
than one thermal paper product area. Both customers
and producers perceive lightweight thermal paper and
other types of thermal paper to be different products.

As Ms. Hatfield explained, the end users are
very different. Lightweight thermal paper is sold
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primarily to retail businesses, while other types of
thermal paper are sold for the most part to industries
using labels, and also the entertainment industry, the
gaming industry and the transportation industry.
Producers recognize that these are different customers
seeking different products.

While lightweight thermal paper shares
certain manufacturing facilities, production processes
and production employees of other thermal paper,
Appleton has certain equipment that is dedicated
solely to the lightweight thermal paper. In fact, as
Mr. Sitter just explained, he operates a coater that
only makes lightweight thermal paper. Finally, the
lightweight thermal paper is less expensive per square
foot than the other types of thermal paper because it
weighs less.

It is also less expensive per pound because
of the type of base paper and chemical used in
lightweight thermal paper, and because of the less
complex process of making lightweight thermal paper.
The Commission's traditional six-factor analysis
therefore supports a finding that the like product
should not be expanded beyond the product defined in
the scope.

Appleton also urges the Commission to
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cumulate the imports from China, Germany and Korea.
The petitions were filed on the same day, and the
subject imports from each country compete with each
other and with the domestic like product. As Ms.
Hatfield demonstrated this morning, lightweight
thermal paper from different suppliers is highly
fungible.

All of the producers of jumbo roll in
Germany and Korea, as well as the United States, are
considered to be high quality producers whose products
are qualified to work well on thermal printers. They
are sold to the same converters, many of whom buy from
domestic German and Korean sources, and who use jumbo
rolls from all of these sources to produce lightweight
thermal paper converted rolls.

With regard to converted rolls from China,
it must be remembered that the like product is both
jumbo rolls and slit rolls, and the jumbo roll and
this converted roll market is so completely
intertwined that converted rolls from China compete,
not only with the converted rolls produced in the
United States, but also with the jumbo rolls from
Germany and Korea, as well as jumbo rolls produced in
the United States.

Because the Chinese converted rolls have
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quickly gained acceptance in the United States, the
extremely low price for the Chinese lightweight
thermal paper forces purchasers to buy Chinese
lightweight thermal paper in order to stay
competitive. US converters have been feeling immense
price competition from the Chinese lightweight thermal
paper imports, and have been forced to lower their
prices or lose sales to their traditional customers.

Some converters have decided to buy Chinese
converted rolls and resell them, rather than go to the
expense of converting their own jumbo rolls. The
price pressure on the converters has induced the
converters to turn around and press the jumbo roll
suppliers to lower their prices. The German and
Korean suppliers have obliged with lower prices as
they strive to increase their market share.

This forces Appleton to lower its prices in
an effort to maintain market share. In effect, all of
the jumbo roll producers, both foreign and domestic,
and all the converted roll producers, both foreign and
domestic, are competing for the same end users: the
retail establishment that uses lightweight thermal
paper. The jumbo roll producers may compete
indirectly through sales to converters, but the
competition is very real.
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There are sales and offers to sell in the
same geographical market by domestic producers and by
all subject import sources. Domestic producers
produced and shipped thermal paper throughout the
period examined, and imports from all three countries
were simultaneously present in the market. Finally,
the distributor channel is the predominant sales
channel for both US producers and imports from the
subject country.

Accordingly, the statutory criteria for
cumulation are satisfied, and Appleton requests that
the Commission cumulate imports from Germany, China
and Korea. Thank you.

MR. DORN: What I'd like to do now is expand
a little bit on my opening statement and go through
the statutory factors with respect to material injury,
and of course, that analysis begins with the volume of
imports. I know you don't like cases like this where
we don't have official government statistics, but
Appleton has done an excellent job, I believe, of
setting forth very, very reasonable estimates in the
affidavit of Ms. Hatfield, which is Exhibit 7 to our
petition.

We expanded upon that explanation in a
September 28 submission we made to the Department of
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Commerce, which will be placed in the record of these
investigations, and we have Ms. Hatfield's testimony
here today, and I think when you review the data that
we have put on the record and compare that with at
least partial data you received from the importers and
foreign producers' questionnaires, we expect that the
numbers in the petition are going to turn out to be on
the conservative side with respect to the volume of
imports that are at issue.

A very sort of unusual situation in this
case is that the focus here is on the problem; that
is, the only imports of lightweight thermal paper in
the US market, as far as we can tell, are from China,
Germany and Korea. You are not going to have to
struggle with Bratsk in this case. It's pretty
straightforward. So when the domestic producer loses
a sale or lowers its price in response to imports,
it's got to be subject imports, not non-subject
imports.

So that, in a way, simplifies this case
considerably, relative to most cases that the
Commission looks at. So, using the estimated import
volumes that are set forth in the petition, if you
look at Exhibit 8, Volume 1 of the petition, in 2006,
the subject imports represented virtually all US
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imports, we think all imports of lightweight thermal
paper from all countries.

As shown in Exhibit 9, subject imports
accounted for over half of US consumption and exceeded
US production. In the first half of 2007, imports
were even more significant in relation to US
consumption and US production. So on that first sub-
factor regarding volume of imports, there is no
question that the volume of imports is very, very
significant.

And also, the increase in the volume of
imports is very significant. As shown in Exhibit 8 to
our petition, subject imports from the three countries
increased by roughly 60 percent from 2004 to 2006, and
increased by over 10 percent from the first half of
2006 to the first half of 2007. And then as shown on
Exhibit 9 of the petition, from 2004 to 2006, subject
imports increased substantially relative to US
consumption and also relative to US production, and
that trend continued into the first half of 2007.

So, it's a pretty easy case when it comes to
the volume of imports and increase in the volume of
imports. Both are clearly significant. And all of
the imports are subject imports, which simplifies your
analysis. Second, subject imports have had an adverse
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impact on domestic prices, and given the conditions of
the market, Appleton's prices for lightweight thermal
paper should have increased substantially from 2004 to
the first half of 2007.

All of the ingredients were there for price
increases. Look at it. You had a strong market with
demand growing substantially, raw material costs were
increasing, energy prices were increasing, and the
domestic producers enjoyed an increasingly favorable
exchange rate relative to their only foreign
competition. But it didn't happen. Prices didn't
substantially increase. In fact, they even declined
towards the end of the period of investigation, when
the depreciation of the dollar accelerated and the
increases in raw material costs and energy prices
accelerated.

So you had a classic cost-price squeeze,
especially towards the end of the period of
investigation. Now, as Ms. Hatfield explained,
lightweight thermal paper is a commodity-type product,
and it doesn't take large price differences to cause
customers to switch sources of supply. The market is
fairly efficient and prices tend to converge fairly
quickly around a narrow band.

It's a spot market, not a long-term contract
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market, and so you wouldn't expect to see much
underselling in a product like this. And we don't
need underselling to prove adverse price effects
because we've got such a large volume of imports. If
subject imports are taking half of the market because
they are unfairly priced, and you impose the duties we
have alleged in our petition, and those imports are
gone, what impact is it going to have on prices in the
United States?

Economics 101. Prices would clearly be
higher absent the dumped and subsidized imports. No
guestion about it, with or without underselling. But
we do have lots of evidence of underselling in our
lost sales allegations and our lost revenue
allegations, and so we have head-to-head competition
examples of where the imports of jumbo rolls from
Germany and Korea undersold us and gave us two
options: one, lower the price and try to keep the
sale; or maintain our price and lose the sale.

And that's been the pernicious effect of the
price underselling that Appleton has seen in price-to-
price negotiations for particular customers, and that
is borne out by our exhibits to our petition which set
forth those lost sales and lost revenues. The
situation with the slit rolls from China is
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interesting because we have lost sales to China both
directly and indirectly from slit rolls.

Let me explain that. In some instances,
Appleton's converter customers have chosen to buy and
resell slit rolls from China rather than to buy and
convert jumbo rolls from Appleton. So that's a direct
loss of a sale, even though we are competing against
slit rolls. Our customer, the converter, makes a
decision on whether to buy a jumbo roll from us and
process it and resell it, or to forego the conversion
and just buy the slit roll from China and resell it,
and the prices have been so low from China that they
have been induced to do that.

Of course, in other instances, the converter
customer comes to Appleton and says, look, why should
we buy your jumbo rolls when your prices are so high
relative to slit rolls coming in from China? We can't
resell the slit rolls in competition with the slit
rolls from China, so you've got to reduce your prices
to us to make us competitive with slit rolls from
China.

So either way, we are competing with the
Chinese slit rolls, and we are seeing both volume and
price effects as a result of that competition.
Obviously, another indicator of the price effects is
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just a shift in the market share. Imports are gaining
market share relative to the domestic producers, and
that's what happens when you add up all the individual
instances of lost sales that are documented in the
petition, and which you will receive elsewhere in the
record of this investigation.

As I mentioned a moment ago, this is really
a classic case of a price-cost squeeze, or is it cost-
price squeeze? I never know which one to say. But
the fact is that in the later period of investigation,
you've had these increasing pulp prices that are up on
the screen, the increasing energy prices that were up
on the screen, and so costs of production are going
up, but when Appleton has tried to raise prices to
pass those along, it's been rejected in the
marketplace, and they have been unable to pass through
price increases, and so they have that no-win
situation.

The costs are going up, but if they raise
their prices, they lose more market share. So
particularly in the most recent period, as Mr.
Schonfeld explained and Ms. Hatfield explained, you
have this anomalous situation of prices going down or
not being able to increase in the face of increasing
costs of production.
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And in a situation where the foreign

producers should be raising their prices -- because
pulp prices are global. They are not just set in the
United States. It's a global commodity -- and because

of the favorable exchange rate, they should be
increasing their prices, but just the reverse has been
happening. So we think it is an extremely strong
price effects case.

Now turning to the third statutory factor,
the volume effects, the price effects, have
necessarily flowed through to all the other
performance indicators, and if you just ticked them
off and looked at the statute, what you will find is
that the unfairly priced imports have adversely
affected output sales, market share profits,
productivity, return on investment, and utilization of
capacity at Appleton.

Continuing down the list, as we mentioned,
they adversely affected domestic prices, and finally,
the unfairly priced imports have adversely affected
the domestic industry's cash flow, inventories,
employment growth and investment. And as Mr.
Schonfeld discussed, Appleton has made every effort to
maintain competitive production capacity in thermal
paper.
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It is investing $100 million to build a new
thermal coating mill that will focus on production of
lightweight thermal paper. Contrary to what Mr.
Silverman said, we are not making that investment
contingent upon an affirmative vote from the ITC.
Ground has been broken. That investment is going to
happen. It's going to come on stream next year. What
we are saying is that the return on investment
projected for that investment is at risk because of
the increasing imports at dumped and subsidized
prices.

In conclusion, the volume of imports is very
significant. The increase in the volume of imports is
very significant. The imports have definitely
adversely affected domestic prices, and the imports
have had a very severe adverse impact on the domestic
industry's performance indicators and its bottom line.
So we don't think there is any reason for the
Commission to do anything else but to find current
material injury, but if any Commissioner wants to take
the next step and look at threat, Paul Jameson will
take us through the threat factors.

MR. JAMESON: Thank you. Paul Jameson
again. So the information on the record also supports
a determination that the domestic industry is
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threatened with material injury by reason of dumped
imports from Germany and Korea and dumped and
subsidized imports from China.

The subsidies that are alleged with regard
to imports from China are substantial, involving at
least two subsidies that are prohibited under Article
3 of the Subsidies Agreement and over 20 programs that
cause serious prejudice under Article 6.1 of the
Subsidies Agreement.

The first countervailing duty investigation
of a paper product from China involving coated free
sheet resolved in preliminary subsidy margins of
between 10 and 20 percent, and it is likely that the
subsidies in this investigation will be of the same
magnitude.

As explained in our petition, the existing
capacity in Germany and Korea combined far exceeds the
capacity in the United States. Our countervailing
duty petition regarding the Chinese case documents the
extraordinary buildup of lightweight thermal paper
capacity in that country.

Spurred by massive subsidies designed to
encourage the production and export of lightweight
thermal paper, the substantial increase in jumbo
rolls, especially from Germany, indicates that these
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producers do have the extra capacity to increase
exports.

The increase of imports of lightweight
thermal paper from nothing in the beginning of the
period of investigation to very substantial quantities
in the most recent interim period speaks to the
abilities of producers in that country, in China, to
increase exports.

We will discuss this in detail in our post-
conference brief once we've had the opportunity to
analyze the foreign producers' responses.

As we've discussed in our petition and this
morning, the prices of the imported lightweight
thermal paper, both in jumbo roll and in inverted roll
form, have already caused price depression and
suppression. Further increases in imports can only
exacerbate this trend.

As we have noted, the producers of
lightweight thermal paper can and do produce other
types of thermal paper on the same production lines,
so the potential for product shifting to lightweight
thermal paper also exists.

Finally, as Mr. Schonfeld explained, the
dumped and subsidized imports pose a real threat to
Appleton's $100 million project to expand the
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lightweight thermal paper production capacity.
Appleton has already begun construction of the new
coating line to produce that product in its West
Carrollton, Ohio, facilities.

But the decline in prices for lightweight
thermal paper, due to increases in dumped and
subsidized imports at prices that undersell the
domestic prices, has made it likely that the new
investment will receive a return on the investment
that was lower than what was envisioned when the
initial decision was made.

But as I discussed earlier, the criteria for
cumulation for purposes of present material injury are
satisfied. Imports from all three countries compete
with each other and with the domestic like product.

If the Commission decides to find threat of
material injury, these factors should also lead the
Commission to exercise its discretion to cumulate
threat of material injury.

Finally, the domestic industry is already
suffering operational and financial harm and is
vulnerable to further injury in the event of further
increases in the subject import volumes and further
price aggression.

As Mr. Dorn noted, Appleton believes that
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the record strongly supports a finding of present
material injury and that the Commission does not need
to reach the gquestion of threat. But should the
Commission find it necessary to consider whether the
domestic lightweight thermal paper industry is
threatened with material injury by reason of dumped
and subsidized imports from China, Korea, and Germany,
this record strongly supports an affirmative finding
on threat as well. Thank you.

MR. DORN: One final point I would like to
mention is the point we make in our petition, starting
at page 12, I believe, explaining why converters are
not part of the domestic industry because they lack
sufficient production-related activities in the United
States to constitute domestic production under the
standards that the Commission has used in past cases.

We submitted additional information with
regard to that point in our September 28 submission to
the Department of Commerce, which has been placed on
the record of this case.

We plan to say a lot about that in our post-
conference brief. Unfortunately, in terms of a public
hearing, the criteria that we have to look at deal
with confidential data. In fact, at this point, I
don't even have a questionnaire response, a so-called
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"producers' questionnaire response," from any of the
converters on the other side of the room who are going
to be testifying today. I don't have a single
guestionnaire response from them.

So we're going to analyze the information on
the confidential record that we will receive in the
EPO releases this week and address each of those
factors in detail, expanding on what we've done in our
petition and what we did in our September 28
submission.

We will also explain why, alternatively, a
number of these converters should be excluded from the
domestic industry because they are related to parties,
and they are importing the dumped and subsidized
product. So that would be an alternative reason for
excluding them from the domestic industry.

But, again, that's going to be highly
dependent on the level of their importing activities,
and we don't have much, even on the confidential
record, that we've received yet, so we're really not
prepared to address that on the public record today,
but we will do so in detail, I assure you, in our
post-conference brief.

That concludes our presentation. Thank you.

MR. CARPENTER: Thank you, ladies and
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gentlemen, for your presentation. We appreciate that.
I'll note for the record that we will accept the
exhibits provided in connection with Mr. Schonfeld's
and Ms. Hatfield's testimony as an exhibit to the
transcript.

Mr. Dorn, I'll also note, in response to
your last comment, apparently there was some sort of
electronic glitch in the APO release yesterday, and
quite a number of documents that were ready for
release did not, in fact, get released, but we will
try to remedy that as quickly as possible.

MR. DORN: Thank you.

MR. CARPENTER: At this point, we'll begin
the questions with Mr. Cassise.

MR. CASSISE: I would like to welcome the
panel. Thank you for your testimony. I do have a few
guestions.

I would like to start with the scope
definition and your choice of the 70 grams per square
meter. From your testimony this morning, it seems as
if the 55 grams per square meter is the most common
product within the scope definition. Approximately
what percentage of these sales are that product, and
what are the other common grams-per-square-meter
products in the scope definition?
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MS. HATFIELD: This is Karen Hatfield at
Appleton. The 55 gram represents a substantial
percentage of the paper for the POS market, point of
sale, that is, and we estimate it to be at least 75
percent. The other products that would be
interchangeable with it in the kinds of printers that
we were just talking about, the receipt printers,
would be 48 gram that is often substituted with that
down to about a 45 gram type of product.

At Appleton, we have a 55-gram product, we
have a 48-gram product, and we have also, in the past,
had a 45-gram product as well that we introduced a
number of years ago. Those products are the vast
majority and represents virtually everything in this
market.

MR. CASSISE: So those three products, would
it be fair to say, represent 98 percent of point of
sale? Could you put a percentage on it for me, just
generally? Seventy-five for 55 gram --

MS. HATFIELD: Ball park, I would say, ves,
those products would represent that magnitude.

MR. CASSISE: Ninety-eight percent.

MS. HATFIELD: Uh-huh.

MR. CASSISE: I asked that question because,
looking through the product list, your public product
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list, on your Web site, there are a number of outlier
products, point-of-sale products that are over the 70
and then other end-use products that have lower
weights than 70. If you could explain what these
products are -- apparently they are a low percentage,
but if you could give us some detail on that as well.

MS. HATFIELD: This is Karen Hatfield at
Appleton again. I'll step back a second.

The products that we offer -- we have a
number of different lightweight thermal papers that we
offer, as well as heavier-weight thermal papers, as
Mr. Schonfeld had discussed in his presentation and I
mentioned in mine.

The point-of-sale paper is, by far,
dominated by that 55-gram product. Forty-eight to 55
is the product that is most easily handled by those
point-of-sale printers. It is also what most
retailers choose to use in the product, for its ease
of use and for the low cost. Certainly, retailers
don't want to spend any more on a receipt paper
typically than they need to.

We do offer some higher basis-weight papers
that could be used in that market, and that is mainly
for very isolated cases, for example, like a
Nordstrom's or a Talbot's that wanted a heavier feel
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to their receipt. They could use a higher basis-
weight paper, but that is, by far, an outlier. We
list these products on our Web site as being able to
be used in that kind of application, but it is a small
percentage of the total market for point-of-sale
receipt paper.

MR. CASSISE: For what reason would
Nordstrom's want a heavier paper? Is that perceived
as higher quality?

MS. HATFIELD: We believe that their
association is more for their brand image so that they
are portraying the best brand image possible for their
product. Again, most retailers do not use that kind
of paper. 1It's a small percentage of the total.

MR. CASSISE: Okay.

MS. HATFIELD: This is Karen again. I
apologize. One other thing I wanted to add is that
the papers that we mentioned that are for a higher
basis, that had the higher basis-weight product, that
are occasionally used for point-of-sale products;
those are actually very often used for other
applications, such as medical charts and some other
things. So they are not necessarily designed for the
POS use, but occasionally some retailers choose to use
it for that purpose.
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MR. CASSISE: Ms. Hatfield, you had also
mentioned, in your testimony, that there was a
certification process, and then once a product is
certified, the competition relies on price. Who does
the certifications? What does the certification
entail? If you could give us some more detail on
that.

MS. HATFIELD: Sure. Again, Karen Hatfield
at Appleton. The certification process is handled by
the printer makers, the printer manufacturers, so IBM,
Epson, and those kinds of printer manufacturers, and
what they do is there are a number of pieces to the
process, including chemical testing of the paper. We
are required to supply information on what actually
goes into the product.

There is a great deal of actual just testing
in the printer where they will run literally miles of
paper through the printer and assess how well it runs
through the machine. Is there dusting that's coming
off of it? 1Is there exceptional wear on the cutting
mechanism, which can often happen if it's a heavier
basis-weight paper, which, again, is why they focus in
more on the 55-gram-type products.

It takes generally a few months to go
through that process just because of the volume of
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material that they are trying to run through these
printers to make sure that it is appropriate for use
in the IBM printers because, ultimately, it goes back
to supporting the warranty and the service
arrangements that IBM has for servicing those
printers.

So it's a process that takes a number of
months. We supply material for that, as well as cover
some of the costs for doing that testing, in order to
get that certification, and, ultimately, it comes down
to they list those products that are approved on their
Web sites.

MR. CASSISE: So the point-of-sale printer
manufacturers are certifying your jumbo rolls, not
necessarily a downstream slitted product, or are they
certifying both?

MS. HATFIELD: They are strictly certifying
the paper that is created on the jumbo roll basis.
Since there is no change in the physical
characteristics of the product as it gets converted,
the converters are not typically involved in
certifying that unless they are also a printer
manufacturer like NCR.

MR. CASSISE: So, for example, they wouldn't
certify that if the width fits in their machine, they
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would certify that the thermal paper is functional in
their heat.

MS. HATFIELD: That's correct. They would
specify the type of width that they would need in the
machine, or the range of widths, but the certification
of the paper itself goes back to the jumbo roll
manufacturer, the coater.

MR. CASSISE: Are you aware of any
downstream certification that's done?

MS. HATFIELD: I'm not.

MR