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UNITED STATESINTERNATIONAL TRADE COMMISSION

Investigation Nos. 701-TA-444-446 (Final) and 731-TA-1107-1109 (Final)

COATED FREE SHEET PAPER FROM CHINA, INDONESIA, AND KOREA

DETERMINATIONS

On the basis of the record" developed in the subject investigations, the United States I nternational
Trade Commission (Commission) determines, pursuant to sections 705(b) and 735(b) of the Tariff Act of
1930 (19 U.S.C. 8§ 1671d(b) and 1673d(b)) (the Act), that an industry in the United Statesis not
materially injured or threatened with material injury, and the establishment of an industry in the United
States is not materially retarded,? by reason of imports from China, Indonesia, and K orea of coated free
sheet paper, provided for in subheadings 4810.13.19, 4810.13.20, 4810.13.50, 4810.13.70, 4810.14.19,
4810.14.20, 4810.14.50, 4810.14.70, 4810.19.19, and 4810.19.20 of the Harmonized Tariff Schedule of
the United States, that have been found by the Department of Commerce (Commerce) to be subsidized by
the Governments of China, Indonesia, and Korea and to be sold in the United States at |ess than fair value
(LTFV).

BACKGROUND

The Commission ingtituted these investigations effective October 31, 2006, following receipt of a
petition filed with the Commission and Commerce by NewPage Corp., Dayton, OH. Thefinal phase of
the investigations was scheduled by the Commission following notification of preliminary determinations
by Commerce that imports of coated free sheet paper from China, Indonesia, and Korea were being
subsidized within the meaning of section 703(b) of the Act (19 U.S.C. § 1671b(b)) and were being sold at
LTFV within the meaning of section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the scheduling
of the fina phase of the Commission’sinvestigations and of a public hearing to be held in connection
therewith was given by posting copies of the notice in the Office of the Secretary, U.S. International
Trade Commission, Washington, DC, and by publishing the notice in the Federal Register of July 5, 2007
(72 FR 36719). The hearing was held in Washington, DC, on October 18, 2007, and all persons who
reguested the opportunity were permitted to appear in person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR § 207.2(f)).
2 Commissioner Charlotte R. Lane dissenting.






VIEWSOF THE COMMISSION

Based on the record in these investigations, we determine that an industry in the United Statesis
not materially injured or threatened with material injury by reason of imports of coated free sheet paper
(“CFSP”) from China, Indonesia, and Koreathat have been found by the Department of Commerce
(“Commerce’) to be subsidized and sold in the United States at less than fair value (“LTFV”).! 2

l. BACKGROUND

CFSP is atype of graphic paper (i.e., paper or paperboard intended for writing, printing, or other
graphic purposes). CFSP contains no more than 10 percent by weight mechanical or combined
chemical/mechanical fibers; that is, it is made from a minimum of 90 percent chemical pulp.®> The coating
on CFSP usually consists of kaolin, although a variety of other substances may also be used.* CFSP
typically is used to print materials with high-gloss pages, such as annual reports, high-end catal ogues and
magazines, high-impact direct mail, posters, signage, playing cards, and packaging.> CFSPis sold in two
principal forms: web rolls and sheets (the latter encompassing sheeter rolls).®

The petition in these investigations was filed on October 31, 2006, by NewPage Corporation of
Dayton, Ohio (“Petitioner” or “NewPage’), a domestic producer of CFSP.” The following respondents
participated in the hearing and filed briefs: (1) agroup of producers and exporters of subject merchandise
from Korea (“Korean Respondents’);® (2) two producers and exporters of subject merchandise from
Indonesia (“Indonesian Respondents”);? and (3) two producers and exporters of subject merchandise from
China, along with two importers of CFSP from China, Global Paper Solutions, Inc. and Unisource
Worldwide, Inc. (“Chinese Respondents”).*°

1. DOMESTIC LIKE PRODUCT

In determining whether an industry in the United Statesis materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the

T Commissioner Lane dissents from this determination but joinsin Sections | through IV of these views.

2 The material retardation of the establishment of an industry in the United States is not an issue in these
investigations.

® Transcript of Staff Conference at 19-21 (Tyrone, NewPage) and CR at I-10, PR at 1-2. Chemical pulp is
produced by cooking wood chipsin achemical solution, while mechanical pulp is obtained through mechanical
means, by grinding wood. Confidential Report (“CR”) at 1-10 and 1-14 n.37, Public Report (“PR”) at 1-8 and 1-10
n.37.

“CRatl-19, PR at I-16.
®CRat1-17, PR at 1-13.
®CRat 1-22 and Table1-8, PR at I-17 and Table|-8.

" In addition to New Page, the domestic industry currently consists of nine other producers of CFSP that operate
plantsin 10 states. CR/PR at TableI11-1. Most of the other domestic producers***. CR/PR at Tablel11-1.

8 K orean Respondents are the Korea Paper Manufacturers’ Association and its members EN Paper; Hankuk Paper
Mfg. Co., Ltd.; Hongwon Paper Mfg. Co., Ltd.; Kyesung Paper Co., Ltd.; and Namhan Paper Co., Ltd.

® Indonesian Respondents are PT. Pindo Deli Pulp and Paper Mills, and PT. Pabrik Kertas Tjimi KimiaT.B.K..

10 The Chinese producers/exporters are Gold East Paper (Jiangsu) Co., Ltd. and Gold Huasheng Paper (Suzhou
Industry Park) Co., Ltd.



“domestic like product” and the “industry.”** Section 771(4)(A) of the Tariff Act of 1930, as amended
(“the Act”), defines the relevant domestic industry as the * producers as a [w]hole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.”** In turn, the Act defines “domestic like
product” as “a product which islike, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation . . . .”

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses’ on a case-by-case basis.** No single factor is dispositive, and the Commission
may consider other factorsit deems relevant based on the facts of a particular investigation.™> The
Commission looks for clear dividing lines among possible like products and disregards minor variations.
Although the Commission must accept the determination of Commerce as to the scope of the imported
merchandise allegedly sold at LTFV, the Commission determines what domestic product is like the
imported articles Commerce has identified."’

Initsfinal determinations, Commerce defined the imported merchandise within the scope of
investigation as.

coated free sheet paper and paperboard of akind used for writing, printing or other
graphic purposes. Coated free sheet paper is produced from not more than 10 percent by
weight mechanical or combined chemical/mechanical fibers. Coated free sheet paper is
coated with kaolin (Chinaclay) or other inorganic substances, with or without a binder,
and with no other coating. Coated free sheet paper may be surface-colored, surface-
decorated, printed (except as described below), embossed, or perforated. The subject
merchandise includes single- and double-side-coated free sheet paper; coated free sheet
paper in both sheet or roll form; and isinclusive of all weights, brightness levels, and
finishes. Theterms“wood free” or “art” paper may also be used to describe the imported
product.

11 19 U.S.C. § 1677(4)(A) (2000).
219 U.S.C. § 1677(4)(A).
319 U.S.C. § 1677(10).

14 See, e.0., NEC Corp. v. Department of Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’| Trade 1998); Nippon Stee!
Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’|
Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘ must be made on the
particular record at issue’ and the ‘ unique facts of each case’”). The Commission generally considers a number of
factorsincluding: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4)
customer and producer perceptions of the products; (5) common manufacturing facilities, production processes and
production employees, and, where appropriate, (6) price. See Nippon, 19 CIT at 455 n.4; Timken Co. v. United
States, 913 F. Supp. 580, 584 (Ct. Int’'| Trade 1996).

15 See, e.q., S. Rep. No. 96-249 at 90-91 (1979).

6 Nippon Steel, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49. Seealso S. Rep. No. 96-249 at 90-91 (1979)
(Congress has indicated that the like product standard should not be interpreted in “ such a narrow fashion as to
permit minor differencesin physical characteristics or usesto lead to the conclusion that the product and article are
not ‘like’ each other, nor should the definition of ‘like product’ be interpreted in such afashion as to prevent
consideration of an industry adversely affected by the imports under consideration.”).

" Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find single
like product corresponding to several different classes or kinds defined by Commerce); Torrington, 747 F. Supp. at
748-752 (affirming Commission determination of six like products in investigations where Commerce found five
classes or kinds).




Excluded from the scope are: (1) coated free sheet paper that isimported printed with
final content printed text or graphics; (2) base paper to be sensitized for use in
photography; and (3) paper containing by weight 25 percent or more cotton fiber.®

CFSPissoldin two basic forms. asweb rolls that are used in web-fed presses and as sheets or
sheeter rolls (referred to collectively as “sheet”) that are used in sheet-fed presses. Web-fed presses tend
to be used for larger commercia printing runs, while sheet-fed presses tend to be used for smaller, higher-
quality printing jobs.*

No party in these investigations has advocated defining the domestic like product other than as a
single like product coextensive with the scope. As discussed in our preliminary determinations, the
record reflects clear dividing lines — primarily in terms of physical characteristics and uses,
interchangeability, customer and producer perceptions, and price — that distinguish CFSP from other
forms of graphic papers.®® Accordingly, we find that there is a single domestic like product consisting of
CFSP coextensive with the scope of these investigations.

1. DOMESTIC INDUSTRY

The domestic industry is defined as the “producers as a[w]hole of a domestic like product, or
those producers whose collective output of a domestic like product constitutes a major proportion of the
total domestic production of the product.” In defining the domestic industry, the Commission’ s general
practice has been to include in the industry all domestic production of the domestic like product, whether
toll-produced, captively consumed, or sold in the domestic merchant market.?? Based on our finding that
the domestic like product is CFSP, we find that the domestic industry consists of all known domestic
producers of this product.? Theindustry currently consists of NewPage and nine other producers.

18 Commerce stated that subject merchandise isimported under subheadings 4810.13.1900, 4810.13.2010,
4810.13.2090, 4810.13.5000, 4810.13.7040, 4810.14.1900, 4810.14.2010, 4810.14.2090, 4810.14.5000,
4810.14.7040, 4810.19.1900, 4810.19.2010, and 4810.19.2090 of the Harmonized Tariff Schedule of the United
States (“HTSUS"). E.g., Notice of Final Determination of Sales at L ess Than Fair Value: Coated Free Sheet Paper
from the Republic of Korea, 72 Fed. Reg. 60630, 60631 (Oct. 25, 2007). Commerce rejected arequest from
Petitioner that it “clarify” that the scope of the investigations includes CFSP containing hardwood bleached chemi-
thermo-mechancia pulp (“BCTMP”). CR at I-10-11, PR at I-9-10.

®CRatl1-16, PR at 11-11.

2 Coated Free Sheet Paper Fom China, Indonesia, and Korea, Inv. Nos. 701-TA-444-446 and 731-TA-1109
(Preliminary), USITC Pub. 3900 at 6-7 (Dec. 2006).

2119 U.S.C. § 1677(4)(A).

2 United States Steel Group v. United States, 873 F. Supp. 673, 681-84 (Ct. Int’| Trade 1994), aff’d, 96 F.3d
1352 (Fed. Cir. 1996).

% We must determine whether any producer of the domestic like product should be excluded from the domestic
industry pursuant to 19 U.S.C. § 1677(4)(B), which allows the Commission, if appropriate circumstances exist, to
exclude from the domestic industry producers that are related to an exporter or importer of subject merchandise or
which are themselves importers. One domestic producer, ***, may qualify as a“related party,” asit imported CFSP
from Korea. It isnot clear, however, whether it obtained these imports from a subject or a non-subject Korean
producer. CR/PR at Table I11-2 note on p. I11-6. *** accounted for avery small share —*** percent — of domestic
CFSP production in 2006. CR/PR at Tablel11-1. It imports*** tons per year of CFSP —the exact amounts are
unknown. CR/PR at Tablel11-2 note on p. I11-6. To the extent that *** imported subject merchandise and qualifies
asarelated party, we find that appropriate circumstances do not exist to exclude the company from the domestic
industry because it accounts for a very small portion of U.S. production and the ***.

In the preliminary phase of these investigations we found that two other producers—*** —also qualified as
(continued...)




V. NEGLIGIBLE IMPORTS
A. In General

Pursuant to Section 771(24) of the Act, imports from a subject country of merchandise
corresponding to a domestic like product that account for less than 3 percent of all such merchandise
imported into the United States during the most recent 12 months for which data are available preceding
the filing of the petition shall be deemed negligible.* Imports that are individually negligible may not be
negligibleif the aggregate volumes of imports from several countries with negligible imports exceeds 7
percent of all such merchandise imported into the United States in the statutory period for assessing
negligibility referenced above.”® In countervailing duty investigations involving developing countries, the
statute further provides that the negligibility thresholds are 4 percent and 9 percent, rather than 3 percent
and 7 percent.® The statute defines “developing country” as any country so designated by the U.S. Trade
Representative (“USTR”).?” Of the three subject countries with allegedly subsidized imports, Indonesia
has been designated by the USTR as a devel oping country.?

By operation of law, afinding of negligibility terminates the Commission’ s investigation with
respect to such imports.® The Commission is authorized to make “reasonable estimates on the basis of
available statistics’ of pertinent import levels for purposes of deciding negligibility.®

LTFV subject imports from China, Indonesia, and Korea are not negligible under 199 U.S.C. §
1677(24)(A)(1) because imports from each country accounted for more than 3 percent of the volume of
CFSP imported into the United States in the most recent 12-month period for which data are available
preceding the filing of the petition. In the period from October 1, 2005, through September 30, 2006,
subject imports as a percentage of total imports of CFSP by quantity were *** percent for China, ***
percent for Korea, and 4.2 percent for Indonesia.®

In the case of the countervailing duty investigations, imports from China and Korea are not
negligible, because, as hoted above, they exceeded the applicable 3 percent threshold, and imports from
Indonesia are not negligible because they exceeded the applicable 4 percent threshold.

The Indonesian Respondents maintain that there are a number of flawsin the Commission’s
negligibility calculation for imports from Indonesia. First, they argue that the Commission’s calculation
is flawed because the numerator is based on Indonesian exports to the United States. According to the
Indonesian Respondents, the statute directs the Commission to examine imports, and not exports or

2 (...continued)
“related parties’” because they imported subject merchandise during the period of investigation. *** imports were
froma***, Accordingly, *** isnot “an importer of the subject merchandise,” within the meaning of 19 U.S.C. §
1677(4)(B)(1), and is thus not arelated party. The record showsthat *** also is not arelated party, asit did not
directly import the subject merchandise.

219 U.S.C. 88 1671b(a), 16730(a), 1677(24)(A)(1)(1).
219 U.S.C. § 1677(24)(A)(i)-(ii).

%19 U.S.C. § 1677(24)(B).

2719 U.S.C. § 1677(36)(A).

2 15 C.F.R. § 2013.1 (2005).

219 U.S.C. 8§ 1671b(a)(1), 1673b(a)(1).

%19 U.S.C. § 1677(24)(C); see also The Uruguay Round Agreements Act, Statement of Administrative Action,
H.R. Doc. No. 103-316, Vol. 1 at 186 (1994) (“SAA”).

% CR/PR at Table IV-4. (The petition in these investigations was filed on October 31, 2006.)

6



exports as a surrogate for imports. They argue that it is standard Commission practice to rely on official
import statistics, and to adjust these statistics where necessary.*

We do not agree with Indonesian Respondents' contention that the statute only permits the
Commission to use import data, no matter how flawed, and precludes the Commission from ever using
export datain its negligibility calculation. Both sources of data on imports from Indonesia— official
import statistics and data from importer questionnaire responses — *** imports of the subject
merchandise. Thisis apparent because aggregate exports reported in the foreign producer questionnaire
responses of the two Indonesian producers *** the amounts reflected in the import data from both
sources.® The statute makes clear that “the Commission may make reasonable estimates on the basis of
available statistics” in calculating negligibility.® In our view, thisincludes using export data as a
surrogate for import data, where, as here, the export data are likely to capture the actual imports more
accurately than the import data.

Second, Indonesian Respondents argue that the Commission improperly relied upon amix of
export and import datain calculating the negligibility ratio for Indonesia® Indonesian Respondents
argument is unpersuasive. The negligibility ratio consists of a numerator based on Indonesian export data
(lagged by one month to account for shipping time) and a denominator based on K orean subject and non-
subject merchandise export data (similarly lagged by one month) plus import data based on official
import statistics for imports from all other sources.®® The Staff Report used the most accurate data
available for the various components of the negligibility calculation. For Indonesia, as noted above,
export data were used because import data are likely ***. For subject and non-subject imports from
Korea, export data were used because official import data do not distinguish between subject and non-
subject merchandise. Thereis no evidence that the mix of export and import data in the negligibility
calculation isinherently distortive.

Indonesian Respondents’ third argument is that for several reasons the “total imports’
denominator in the negligibility calculation is understated. First, they argue that estimates of Chinese and
Korean import volume are likely incorrect because there may be other exporters of subject merchandisein
these countries. Second, they contend that total imports from other countries should be adjusted because
official import statistics allegedly are understated because of mis-classification of imports. They argue
that, because the record shows extensive mis-classification to have occurred with respect to imports from
Chinaand Indonesia, the Commission should assume that similar mis-classification occurred with respect
to imports from other sources.*

Indonesian Respondents argument with respect to Chinais moot, as the final version of the Staff
Report uses official import statistics (and not exports from individual companies, as did the prehearing
report). The argument with respect to subject imports from Korea is unpersuasive because there is no
evidence that the data used in the Staff Report do not cover al Korean exporters of subject CFSP. The
second part of Indonesian Respondents’ argument is also unpersuasive. It rests on the assumption that
import statistics systematically undercount CFSP, i.e., that there will be more instances of CFSP classified

% |ndonesian Respondents’ Prehearing Brief at 4-5.

% CR/PR at Table 1V-3. The reasonswhy *** sources of import data*** actual imports are discussed in the
“Indonesia’ noteto Table 1V-3.

%19 U.S.C. § 1677(24)(C).

% |ndonesian Respondents’ Prehearing Brief at 6.

% CR/PR at Table V-4, notes 2-6.

% Indonesian Respondents’ Prehearing Brief at 9-12.



under the HTSUS reporting numbers not listed in the scope than there are of products other than CFSP
being classified under within-scope reporting numbers. We find that this assumption lacks support.®

Finaly, in their posthearing brief Indonesian Respondents for the first time urged the
Commission to collect value data with respect to all foreign producers’ exports during the negligibility
period and to use the value data “ as a benchmark to evaluate the reliability of the adjustments made to the
quantity data.”** Quite apart from the lateness of this request, we see no reason to analyze value data.
The negligibility calculation in the Staff Report (described above) does not include any adjustments that
would need to be evaluated for reliability. Moreover, the Commission generally avoids measuring import
volume on the basis of value. The variations in the product mix in the scope of this case do not warrant a
departure from our normal practice.”’

Hence, we find that imports from Indonesia are not negligible for purposes of the countervailing
duty investigation.

V. CUMULATION
A. In General

For purposes of evaluating the volume and price effects for a determination of material injury by
reason of the subject imports, section 771(7)(G)(l) of the Act requires the Commission to cumulate
subject imports from all countries as to which petitions were filed and/or investigations self-initiated by
Commerce on the same day, if such imports compete with each other and with domestic like productsin
the U.S. market.** In ng whether subject imports compete with each other and with the domestic
like product, the Commission has generally considered four factors, including:

(D] the degree of fungibility between the subject imports from different countries and
between imports and the domestic like product, including consideration of specific
customer requirements and other quality related questions,

2 the presence of sales or offersto sell in the same geographic markets of subject
imports from different countries and the domestic like product;

3 the existence of common or similar channels of distribution for subject imports
from different countries and the domestic like product; and

4 whether the subject imports are simultaneously present in the market.*

While no single factor is necessarily determinative, and the list of factorsis not exclusive, these
factors are intended to provide the Commission with aframework for determining whether the subject

% See CR/PR at App. D.
¥ |ndonesian Respondents’ Prehearing Brief at 7-9.

0 See, e.q., Certain Lined Paper School Supplies from India, Inv. Nos. 701-TA-442 and 731-TA-1096 (Final),
USITC Pub. 3884 at 19 n.144 (Sept., 2006).
19 U.S.C. § 1677(7)(G)(i).

42 See Certain Cast-1ron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Inv. Nos. 731-TA-278-280
(Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898 (Ct. Int'l
Trade), aff'd, 859 F.2d 915 (Fed. Cir. 1988).




imports compete with each other and with the domestic like product.*® Only a“reasonable overlap” of
competition is required.*

B. Analysis

Petitioner argues that, under the factsin this record, the Commission is required to cumulate
imports from the three subject countries. No respondent has argued that imports from the three subject
countries should not be cumulated for purposes of our present injury analysis. Based on the discussion
that follows, we cumulate subject imports from China, Indonesia, and Korea for purposes of our present
materia injury analysis.

The threshold requirement for cumulation is satisfied because Petitioner filed a petition with
respect to each of the three subject countries on the same day. None of the statutory exceptionsto
cumulation is applicable.* We next examine the four factors that the Commission customarily considers
in determining whether there is a reasonable overlap of competition.

With regard to the fungibility of the products, domestically produced CFSP and the subject
importsin the same form (i.e., web rolls or sheets) from all three countries are substitutable. Subject
imports are generally used for the same purpose as the domestic product, that is, for high-end printing
applications. The majority of responding U.S. producers and producers/importers reported that the
subject imports and the domestic product are “aways’ used interchangeably, and the rest reported that the
products are “frequently” used interchangeably. Also, over two-thirds of responding importers and
purchasers reported that the subject imports and the domestic product are at least “frequently” used
interchangeably.*

U.S. producers concentrate on the production of CFSP in web roll form.*” Subject imports, on the
other hand, consist aimost entirely of CFSP in sheet form.”® The two types of CFSP are used in different
kinds of printing presses, and, as discussed below, the record generally shows that there is only limited
substitution between the two types of CFSP (this substitution consists of using sheeted web roll instead of
sheet in sheet-fed presses).*® There is competition between the subject merchandise and the domestic like
product in that approximately 20 percent of domestic production is devoted to sheet,® where there is
head-to-head competition with subject imports, and the U.S. production of web rollsis subject to limited
competition from imported sheet. This competition is sufficient for usto find a reasonable overlap of

3 See, e.0., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int'l Trade 1989).

“ The SAA (at 848) expressly states that “the new section will not affect current Commission practice under
which the statutory requirement is satisfied if there is a reasonable overlap of competition.” SAA at 848 (citing
Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int'l Trade 1988)), aff'd 859 F.2d 915 (Fed. Cir.
1988). See Goss Graphic Sys., Inc. v. United States, 33 F. Supp. 2d 1082,1087 (Ct. Int’'| Trade 1998) (*“cumulation
does not require two products to be highly fungible”); Wieland Werke, AG, 718 F. Supp. at 52 (“ Completely
overlapping markets are not required.”).

% See 19 U.S.C. § 1677(7)(G) (ii).
% CR/PR at Table |1-3.

4" In the 2004-2006 period, between 77.7 percent and 79.1 percent of U.S. shipments of domestic CFSP werein
web roll form, between *** percent were in sheeter roll form, and between *** percent were in sheet form. CR/PR
at Table|-8.

“8 China was the only subject country from which there were some imports in web roll form, and these constituted
only asmall proportion of subject imports from China. CR/PR at Table I-8.

49 We discuss the limited substitutability of web roll for sheet in sheet-fed presses in more detail in our analysis of
conditions of competition below.

* CR/PR at Table I-8.




competition for purposes of cumulation, though we find the differences in product mix to be important in
our analysis of causation below.

With regard to whether subject imports and U.S. production are sold in the same geographic
markets, U.S. producers of CFSP are mostly located east of the Rocky Mountains, although one producer
islocated in Oregon.>® Respondents maintain that subject imports are concentrated in the Western United
States and that domestic producers are sometimes reluctant to ship west of the Rocky Mountains.®? The
datain the record show that, in 2006, there were significant imports from each of the subject countriesin
each of the other three regions of the United States and almost *** percent of the domestic industry’s
total shipments were to the Western region.> This degree of overlap is sufficient for us to find that
subject imports and the domestic like product are sold in the same geographic markets, though we find the
difference in geographic marketsto be relevant in our analysis of causation below.

Imports from each of the subject countries have been present in the U.S. market throughout the
period examined.> Finally, the domestic like product and subject imports are sold through common
channels of distribution, that is, through distributors (known as “merchants’) and to end users. The
domestic like product and the subject imports from China and Korea are sold predominantly through
merchants, but also to end users. Subject imports from Indonesia are sold predominantly to end users, but
also to distributors.>

Accordingly, based on our consideration of the four criteria discussed above, we find that thereis
areasonable overlap of competition among the subject imports and the domestic like product, and we
cumulate subject imports from China, Indonesia, and Korea for purposes of our present material injury
anaysis.

VI. NO MATERIAL INJURY BY REASON OF THE SUBJECT IMPORTS

In the final phase of antidumping duty or countervailing duty investigations, the Commission
determines whether an industry in the United Statesis materially injured by reason of the imports under
investigation.®® In making this determination, the Commission must consider the volume of imports, their
effect on prices for the domestic like product, and their impact on domestic producers of the domestic like
product, but only in the context of U.S. production operations.*” The statute defines “material injury” as
“harm which is not inconsequential, immaterial, or unimportant.”*® In assessing whether the domestic
industry is materially injured by reason of subject imports, we consider al relevant economic factors that
bear on the state of the industry in the United States.® No single factor is dispositive, and all relevant
factors are considered “within the context of the business cycle and conditions of competition that are
distinctive to the affected industry.”®

5L CR/PR at Table I11-1.
22CRat -1, PRat I1-1.
58 CR/PR at Table F-1.
5 CR/PR at Table [V-4.
$SCRatll-1, PRat II-1.
%19 U.S.C. §§ 1671b(a) and 1673d(b)

¥ 19 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each [such] factor . . . [alnd explain in full its relevance to the determination.”
19U.S.C. §1677(7)(B). Seeaso Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

%19 U.S.C. § 1677(7)(A).
% 19 U.S.C. § 1677(7)(C)(iii).
60 Id.
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For the reasons stated bel ow, we determine that the domestic industry producing CFSP is not
materially injured by reason of subject imports from China, Indonesia, and Korea.

A. Conditions of Competition and the Business Cycle

The following conditions of competition inform our analysis.

1. Demand Conditions

CFSPtypicaly is used to print materials with high-gloss pages, such as annual reports, high-end
catal ogues and magazines, high-impact direct mail, posters, signage, playing cards, and packaging.®*
CFSPissoldintwo principal forms. web rolls and sheets, which are used, respectively, in web-fed and
sheet-fed offset lithographic presses.®? In addition, arelatively small amount of CFSP is sold as “ sheeter
roll,” which isintended for customers that operate their own sheeters.®® The web roll segment of the
CFSP market is considerably larger than the sheet segment; almost 80 percent of U.S. consumption of
CFSPisin the form of web rolls.®

Apparent U.S. consumption of CFSP was almost at the same level in 2006 as it was at the
beginning of the period examined, in 2004.° Apparent U.S. consumption declined somewhat when
comparing the interim periods.®®

2. Supply Conditions

In 2006, 10 U.S. firms accounted for all U.S. production of CFSP.®” Of these, *** producers,
*** accounted for *** percent of domestic production.®® Domestic producers were the principal
suppliers of CFSP in the U.S. market throughout the period examined, with a market share on a quantity
basis that ranged from *** percent to *** percent in the 2004-2006 period.”® The next largest share of the
U.S. market was supplied by producers in nonsubject countries, whose market share ranged from ***
percent to *** percent in the 2004-2006 period. The remaining share of the U.S. market was supplied by
subject imports, whose market share ranged from *** percent to *** percent in the 2004-2006 period.™

During the period examined, there were a number of changesin the domestic industry’s
organization and production operations, including a significant amount of restructuring. This has

® CRat1-17, PR at I-13.

%2 CRat 1-20, PR at 1-16.

% CRat1-20 n.44, PR at 1-16 n.44.
® CR/PR at Table I-8.

& Apparent U.S. consumption declined from *** short tonsin 2004 to *** short tons in 2005, and then rose to
*** short tonsin 2006. CR/PR at Table 1V-5.

% Apparent U.S. consumption was (*** short tons) in interim 2006 and (*** short tons) in interim 2007. CR/PR
at Table1V-5.

¥ CR/PR at TableI11-1.
% 1d.
% CR/PR at Table 1V-5.
°1d.
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included several acquisitions,” the shutdown of several paper machines,” the closure of one plant,” and
the commencement of production operations by anew firm.” Debt financing has played a significant role
in this restructuring.” Despite the plant closure and equipment shutdowns, the domestic industry’s
overall capacity to produce CFSP was almost unchanged throughout the period examined.” In addition,
in September 2007, NewPage announced that it had entered into an agreement to purchase Stora Enso
North America, Inc., atransaction that is expected to close in early 2008. This acquisition will result in
the merger of ***, creating an entity that will control approximately *** percent of domestic production
capacity’” and *** percent of domestic production in 2006.”

3. Other Consider ations

As noted above, CFSPis sold in two principal forms. web rolls and sheets (including sheeter
rolls). *** subject imports during the period examined consisted of CFSP in sheet form,” while most
domestically produced CFSP (approximately 80 percent) was in web roll form.

Petitioner argues that subject imports (in sheet form) compete to a significant degree with the
domestic industry’ s sales of web roll CFSP, maintaining that there is some substitution between web roll
and sheet. Petitioner argues that the differences between sheet and web roll are narrowing, and “ costs
will determine which form the printer uses.”® In support thereof, Petitioner first claims that web rolls can
be, and are sometimes, made into sheets.® Petitioner’s second claim is that many U.S. printers have both
sheet-fed and web-fed presses (“dual capability”), and that many jobs can be done on either type of
press.®

We disagree with Petitioner and find that there is limited competition between web roll and sheet
products, and that the limitations on competition show no signs of disappearing. It isclear that sheet
cannot be used in web-fed presses.® Further, although the evidence on the record is mixed with regard to
competition between imported sheet and domestically produced web rolls, we find that the weight of the
evidence does not support Petitioner’s contentions. First, although web roll is sometimes sheeted and

™ In 2006, Glatfelter acquired the Chillicothe, Ohio paper mill from NewPage, and CM P Holdings acquired most
of International Paper’s coated and supercalendered papers business. CR at I11-7-8, PR at 111-4.

2CRatlll-9, PRat I11-5
"8 Pasadena Paper Co. ceased its operations in September 2005. CR at 111-4-5, PR at 111-3.
Mxx%x CRatlll-8, PRat -4,

™ The domestic industry’ s interest expenses more than doubled from 2004 to 2006, rising from $90.2 millionin
2004 to $210.3 million in 2006. CR/PR at Table VI-1. Seealso, Petitioner’'s Prehearing Brief at 26-28.

" The domestic industry’ s capacity was 5.275 million short tons in 2004, 5.351 million short tonsin 2005, and
5.244 million short tonsin 2006. It was 2.664 million short tons in interim 2006, and 2.660 million short tonsin
interim 2007. CR/PR at Tablell1-5.

7 See CR/PR at Table 111-5.

® See CR/PR at Table I11-1. Among the purposes of this merger are cost reductions as a result of synergies
between the two firms, and an acceleration of the improvementsin NewPage's financial results. See Remarks of
Mark Suwyn, Chairman and CEO of NewPage, September 21, 2007 conference call with securities analysts (copy
of transcript in Korean Respondents' Prehearing Brief at Exhibit 20).

™ In the 2004-2006 period, shipments of sheet (including sheeter roll) accounted for between *** percent and ***
percent of total annual U.S. shipments of all subject imports on a quantity basis. CR/PR at Table I-8.

& Petitioner’ s Posthearing Brief at 15.
8 Petitioner’s Prehearing Brief at 36.

8 petitioner’ s Prehearing Brief at 36-37.
8 Hearing Transcript at 226 (Davis).
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then run in sheet-fed presses, this appears to be the exception to the rule,® as evidenced by the fact that
CFSP producers do not provide warranty coverage for web rolls used in sheet-fed presses.® Second, only
aminority of U.S. printers have dual capability,® and thus any practice of using sheet and web roll
interchangeably would not be indicative of overall conditionsin the U.S. CFSP market. Even among
printers with dual capahility, technical factors such as volume and the length of a print run were cited
more often than the cost of the paper as entering into the decision of which type of pressto run.®” In other
words, at printers with dual capability, sheet does not compete with web roll mainly or substantially on
the basis of price.

Moreover, the record reflects limited competition between subject imports and the domestic like
product in the Western region® of the United States. In 2006, for example, only *** percent of U.S.
shipments of the domestic like product were sheet products sent to the Western region of the United
States. In contrast, respectively, *** percent, *** percent, and *** percent of the U.S. importer
shipments of subject imports from China, Indonesia, and K orea were sheet products sent to the Western
region.®

In sum, because (1) subject imports are largely confined to the smaller sheet segment of the CFSP
market, (2) the substitutability of web roll for sheet islimited, and (3) thereis limited competition
between subject imports and the domestic like product in the Western region of the United States, we find
that the overall degree of competition between subject imports and the domestic like product is limited.

8 Only four of the 18 purchasers responding to the Commission’ s questionnaire that reported using sheet-fed
presses indicated that they use web roll on their sheet-fed presses. CR at 11-17, PR at 11-11.

8 E.g., Hearing Transcript at 187 (Gallagher).

8 Of the 24 purchasers that responded to this section of the Commission’s questionnaire, only nine reported using
both sheet- and web-fed presses (although these nine printers accounted for 55 percent of the total volume purchased
by the 24 responding printers). CR at 11-16, PR at 11-9. Of the nine responding purchasers that reported using both
sheet- and web-fed presses, four reported no overlap in their jobs run using sheet- and web-fed presses. Three
reported some overlap. Only two of the nine purchasers reported running the same type of jobs on sheet- and web-
fed presses. CR at 11-16, PR at 11-9. The representative of the Printing Industries of America (“PIA”) testified at the
Commission’s hearing that “[o]f the approximately 39,000 printing plantsin the U.S., certainly avery small
percentage have both. The printing plantsin the U.S. are predominantly sheet fed or web fed.” Hearing Transcript
at 353 (Davis). Ina***. Korean Respondents Posthearing Brief at Attachment 16. Although there is some
evidence on the record of imports of sheet competing with domestically produced web roll (Hearing Transcript at 56,
Testimony of Rick Reindl, Reindl Printing, Inc.), this evidence does not lead us to conclude that subject importsin
sheet form compete to a significant degree with the domestic industry’s sales of web roll CFSP, given purchaser data
to the contrary.

¥ CRat11-16, PR at 11-9.

® The Western region consists of Alaska, Arizona, California, Colorado, Hawaii, |daho, Montana, Nevada, New
Mexico, Oregon, Utah, Washington, and Wyoming.

% CR/PR at Table F-1. These figuresinclude both sheet and sheeter rolls.
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B. Volume of Subject Imports

Section 771(7)(C)(1) of the Act provides that the “Commission shall consider whether the volume
of imports of the merchandise, or any increase in that volume, either in absolute terms or relative to
production or consumption in the United States, is significant.”®

The volume of cumulated subject imports declined from 2004 to 2005, from *** short tonsto ***
short tons, but then rose to *** short tons in 2006, for an overall increase from 2004 to 2006 of ***
percent.” The volume of cumulated subject imports was lower, *** in interim 2007, compared with ***
ininterim 2006.%> Cumulated subject imports share of U.S. apparent consumption declined from ***
percent in 2004, to *** percent in 2005, but then rose to *** percent in 2006. The market share of subject
imports was lower, *** percent in interim 2007, compared with *** percent in interim 2006.* Theratio
of subject imports to domestic production followed a similar trend.*

The subject imports' gain in market share during the 2004-2006 period came largely at the
expense of non-subject imports, the market share of which declined from *** percent in 2004 to ***
percent in 2006, while the market share of the domestic industry remained fairly constant (at *** percent
in 2004 and *** percent in 2006).* When the interim periods are compared, the domestic industry gained
market share at the expense of both subject and non-subject imports.*

© 19 U.S.C. § 1677(7)(C)(i).

s We note that a significant proportion of the imports of CFSP from Korea—*** —was from producers which are
not subject to Commerce’ s antidumping and countervailing duty determinations. See CR/PR at Table 1V-3.

%2 CR/PR at Table 1V-3. We give lessweight to data pertaining to interim 2007, as the decline in subject imports
in interim 2007 was likely related to the pendency of these investigations. See 19 U.S.C. 8 1677(7)(1). Although we
give less weight to the interim 2007 data, we have considered them and cite them in this opinion.

Petitioner urged the Commission to reject the interim 2007 data provided by Chinese and Indonesian
respondents, arguing that these respondents under-reported their exports of subject merchandise to the United States
in this period by reclassifying them as coated groundwood paper. Specifically, Petitioner alleges that some CFSP
producers in these countries have increased the levels of hardwood BCTMP in their CFSP to a point where it could
be classified as coated groundwood paper, and that these firms simply reclassified their shipments as coated
groundwood paper in interim 2007. We note that Petitioner asked Commerce to “clarify” the scope of these
investigations and confirm that CFSP containing BCTMP (i.e., regardless of whether the BCTMP level exceeds 10
percent of the weight of the fibersin the paper) falls within the scope. Commerce declined to do so. E.g., 72 Fed.
Reg. 60639, 60640 (Oct. 26, 2007). Therefore, CFSP containing BCTMP in excess of 10 percent of the weight of
the fibers in the paper is not within the scope of these investigations. Accordingly, we are not discounting interim
2007 data on the basis requested by Petitioner.

% CR/PR at Table IV-5.

% The ratio of subject imports to domestic production declined from *** percent in 2004 to *** percent in 2005,
and then rose to *** percent in 2006. Thisratio was *** percent of domestic production in interim 2006, and ***
percent in interim 2007. CR/PR at Table 1V-6.

% CR/PR at Table IV-5.

% |n interim 2007, the domestic industry’ s market share was *** percent of domestic consumption on a quantity
basis, compared with *** percent in interim 2006. By contrast, in interim 2007, the quantity-based market shares of
subject and non-subject imports were *** and *** percent, respectively, compared with *** and *** percent,
respectively, ininterim 2006. CR/PR at Table IV-5. NewPage argues that subject imports were significant because
they captured *** percentage points of share in the sheet portion of the market. Petitioner’s Prehearing Brief at 46.
While subject imports did increase share in the sheet part of the market, this increase was not significant with respect
to the CFS paper market as awhole given that sheet products represent arelatively small portion of the overall
market. The domestic industry maintained its share in the overall CFS paper market over the period examined.
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Both the volume of subject imports and the increase in those imports were modest. Moreover, as
discussed supra, the limited degree of competition between subject imports and the domestic like product
further limits the significance of subject import volume. Accordingly, we find that neither the volume of
subject imports nor the increase in that volume (whether measured in absolute terms, or relative to
consumption or production), is significant.

C. Price Effects of the Subject | mports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of subject imports,
the Commission shall consider whether — (1) there has been significant price underselling

by the imported merchandise as compared with the price of domestic like products of the
United States, and (1) the effect of imports of such merchandise otherwise depresses

prices to a significant degree or prevents price increases, which otherwise would have
occurred, to asignificant degree.”’

As explained above, domestically produced CFSP and the subject importsin the same form (i.e.,
web rolls or sheets) are substitutable.®

The Commission sought quarterly pricing datafor seven types of CFSP. It collected separate data
for these products for sales to merchants and for sales to end users. The Commission received usable
pricing data from eight U.S. producers and 16 importers of subject merchandise.®® In these quarterly price
comparisons, the subject imports undersold the domestic like product in 149 of 197 possible comparisons,
at margins ranging from 0.2 percent to 50.9 percent.®® The margins of underselling were generally higher
for sheet products than for web roll products.'®

The weighted-average prices of most U.S.-produced products increased over the period
examined.’® The prices for sheet products (where most of the subject imports were concentrated) rose to
alesser degree than those for web roll products.’®

On the basis of these data, we find significant price underselling by the subject imports, but we do
not find that these imports have depressed or suppressed prices for the domestic like product to a
significant degree. The prices of virtually all the domestic pricing products were steadily rising,’** which

19 U.S.C. § 1677(7)(C)(ii).
% CR/PR at Tablel1-1.

® The reported pricing data accounted for *** percent of U.S. producers U.S. shipments of CFSP, *** percent of
U.S. subject imports from China, *** percent of U.S. subject imports from Indonesia, and *** percent of U.S.
subject imports from Korea. CR at V-7-9, PR at V-5-6.

0 CRat V-37, PRat V-13.
11 CR/PR at Tables V-1 through V-7.
192 CR/PR at TablesV-15 and V-16.

103 For sheet products sold to merchants/distributors, domestic prices declined by *** percent for one pricing
product, and rose by between *** percent and *** percent for the other products. For the two web roll products sold
to merchants/distributors, domestic prices rose by *** and *** percent. For sheet products sold to end users,
domestic prices declined by *** percent for one pricing product, and rose by between *** percent and *** percent
for the other products. For the two web roll products sold to end users, domestic pricesrose by *** and *** percent.
CR/PR at TablesV-15 and V-16.

14 The only product for which U.S. producers’ prices declined over the period examined is Product 3, for which
there was a*** percent decline for salesto merchants/distributors and a*** percent decline for sales to end users.
We note that for this product there was extensive underselling at significant quantities by subject imports and non-
subject imports. CR/PR at Tables V-5 and V-6. We note that the *** percent price decline for Product 3 to end

(continued...)

15



negates any claims that subject imports were depressing U.S. prices. Some evidence of price suppression,
however, is present for some of the sheet pricing products, in that sheet prices generally rose less than
web roll prices and there was meaningful subject import competition for sheets and not for web rolls. On
the other hand, as noted above, sheet accounts for only arelatively small proportion of the domestic
industry’s sales.

Further evidence of the absence of significant adverse price effects on account of the subject
imports can been seen in the domestic industry’ s improving ratio of its cost of goods sold (*COGS’) to
net sales.’® Thisratio improved substantially, declining from 99.1 percent in fiscal year 2004, to 89.7
percent in fiscal year 2006.'® Thisimprovement was largely attributable to an increase in the unit value
of net sales, rather than a declinein costs.® Thus, regardiess of any effects of imports on sheet prices,
the imports were not creating a cost-price squeeze with respect to the industry as awhole.

As aready discussed, subject import volume (and the increase in that volume) was modest over
the period examined. Moreover, overall competition between subject imports and the domestic like
product islimited. The low volumes of subject imports and the limited competition between the domestic
like product and subject imports further support our conclusion that subject imports did not have
significant adverse price effects.

104 (....continued)
users appears to be based on an aberrationally high quarterly price in the first quarter of 2004. Moreover, there were
no subject imports of Product 3 sold to end users.

105 petitioner urged the Commission, in evaluating this ratio, to focus on a comparison of raw material costs with
net sales. E.g., Petitioner’s Posthearing Brief, Exhibit 1 at 59. Such afocus on only one element of a producer’s
costs would, in our view, be inappropriate. Raw material costs are only one element of afirm’s COGS, and there is
no reason why they would be qualitatively more significant that other components of COGS or overal COGS. The
Commission’ s reviewing courts have on several occasions approved the Commission’s established practice of
comparing prices with total COGS. E.q., Nippon Steel Corp. v. United States, 350 F. Supp. 2d 1186, 1198 (Ct. Int’|
Trade 2004). See also Nippon Steel Corp. v. United States, — F. 3d— , Slip Op. 05-1404 (Fed. Cir. August 10,
2006) at 13, n. 4 (“When cost of goods sold (' COGS') exceeds price, the producer is unable to sell the product for
more than what it costs to produce the product; if the producer is unable to raise prices, the industry findsitself in
what isreferred to as a cost-price squeeze,” citing the 2004 Nippon CIT opinion above, at 1198); and Nitrogen
Solutions Fair Trade Committee v. United States, 358 F. Supp. 2d 1314, 1326-27 (Ct. Int’'| Trade 2005) (affirming
Commission finding of no significant price suppression based on larger rises in net sales unit values than unit
COGS).

We do not view an application of our traditional approach of examining overall COGS as “penalizing” the
domestic industry for making efficiency improvements that resulted in reduced unit labor and other factory costs, as
argued by Petitioner. Petitioner’s Posthearing Brief, Exh. 1 at 19-20. All elements of COGS arerelevant to a
consideration of whether an industry is experiencing a cost-price squeeze that is indicative of price suppression.
Even assuming that the record would reflect an increasing COGS/sales ratio absent cost improvements, the record
would still not demonstrate that prices were lower than they would have been but for the subject imports because
demand for CFSP was not increasing during the period examined. Consequently, we would not expect that
producers would be able to pass on cost increases in the form of ever-higher prices during atime of flat demand and
we have no evidence on the record to indicate otherwise. Moreover, the ratio of raw material costs to net sales for
the domestic industry increased by only 1 percent over the period examined, which is hardly indicative of significant
price suppression. See CR/PR at Tables VI-1 and VI-4.

106 CR/PR at Table VI-1.

197 The unit value of net sales rose from $820 per short ton in fiscal year 2004 to $894 per short ton in fiscal year
2006. Over the same period, the COGS unit values declined from $813 to $802 per short ton. CR/PR at Table VI-1.
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Commission staff were unable to confirm most of the lost sales and lost revenue allegations made
by Petitioner.'® *** 19 Of Petitioner’s |ost revenue allegations, three (involving substantial amounts)
were confirmed, and 10 could not be confirmed.™™® *** and the three confirmed lost revenue allegations
do not outweigh the other evidence of alack of price depression or suppression discussed above.

In sum, we find that, although there was significant price underselling by the subject imports,
these imports have not had significant adverse effects on the prices of the domestic like product.

D. I mpact of the Subject | mportst*

Section 771(7)(C)(iii) provides that the Commission, in examining the impact of the subject
imports on the domestic industry, “shall evaluate al relevant economic factors which have a bearing on
the state of the industry.”*** These factors include output, sales, inventories, capacity utilization, market
share, employment, wages, productivity, profits, cash flow, return on investment, ability to raise capital,
research and development, and factors affecting domestic prices. No single factor is dispositive and all
relevant factors are considered “within the context of the business cycle and conditions of competition
that are distinctive to the affected industry.” *3

The record shows that the domestic industry either maintained or improved its condition in most
respects over the period examined. U.S. producers’ production of CFSP increased in each year of the
period examined, and was higher in interim 2007 than in interim 2006.*** U.S. producers shipments
declined from 2004 to 2005, and then rose in 2006, almost to the level of 2004. Shipments were dlightly

1% CR/PR at Tables V-18 and V-19.
1% See CR at V-39 -V-41. This purchaser initially stated that ***.

1% Some of the lost revenue allegations, and one lost sales allegation, evidently involved a purchaser switching
from one foreign supplier to another, rather than from a domestic producer to a subject foreign supplier. CR at V-39
and V-42, PR at V-14. We note that all of the lost revenue allegations took place in 2005 or 2006 while the
domestic industry’ s sales were increasing, measured in both quantity and value. CR/PR at Table VI-1.

! The statute instructs the Commission to consider the “magnitude of the dumping margin” in an antidumping
proceeding as part of its consideration of the impact of imports. 19 U.S.C. 8 1677(7)(C)(iii)(V). Initsfinal
determinations Commerce found the following dumping margins for imports from the three subject countries: China
— Gold East Collapsed Entity 21.12 %, Y anzhou Tianzhang Paper Industry Co., Ltd. 21.12%, and China-wide
Entity/all others 99.65% (72 Fed. Reg. 60632, 60635 (Oct. 25, 2007)); Indonesia— all manufacturers/exporters
8.63% (72 Fed. Reg. 60636, 60637 (Oct. 25, 2007)); and Korea— Hansol Paper Co., Ltd. 0.97% (de minimis),
Hankuk Paper Mfg. Co., Ltd. 0.47% (de minimis), Moorim Paper Co., Ltd. 1.05% (de minimis); EN Paper Mfg. Co.,
Ltd. 12.31%, Kyesung Paper Co. Ltd.31.55%, and al others 18.70% (72 Fed. Reg. 60630, 60631 (Oct. 25, 2007)).

1219 U.S.C. § 1677(7)(C)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from avariety of sources and is vulnerable to dumped or subsidized imports.”) SAA at 885.

1319 U.S.C. § 1677(7)(C)(iii); see also SAA at 851, 885; Live Cattle from Canada and Mexico, Inv. Nos. 701-
TA-386, 731-TA-812-813 (Preliminary), USITC Pub. 3155 at 25 n.148 (Feb. 1999).
14 Production increased from 4.840 million short tons in 2004 to 4.927 million short tons in 2005 and to 4.973

million short tonsin 2006. Production was higher in interim 2007 (2.501 million short tons) than in interim 2006
(2.477 million short tons). CR/PR at Table C-1.
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lower in interim 2007 than in interim 2006.*° End-of-period inventories remained fairly constant.*'¢
Overdl industry capacity rose from 2004 to 2005, and then declined somewhat in 2006. Capacity was
almost unchanged between interim 2006 and interim 2007.**" One paper mill was closed during the
period examined, and several paper machines were shut down. At least some of these paper machines
were quite old.*® Thereislittle contemporaneous evidence, however, that these events are attributable to
the effects of subject imports.*® Capacity utilization rose throughout the period examined.'?

Some employment indicators were negative over the period examined. The average number of
production-related workers and wages paid fell during the period.**® Hours worked also declined from
2004 to 2006, but showed a small improvement in interim 2007 over interim 2006.2 However,
productivity increased throughout the period examined.’* Given the improvementsin many of the
indicators for the domestic industry, the declines in employment indicators seem to reflect the
restructuring and modernization efforts of the domestic industry, as shown by the substantial increase in
productivity, not the impact of the subject imports.

15 .S. shipments declined from 4.631 million short tons in 2004 to 4.585 million short tons in 2005, and
increased to 4.628 million short tonsin 2006. U.S. shipments were dightly lower (2.276 million short tons) in
interim 2007 than in interim 2006 (2.282 million short tons). CR/PR at Table C-1.

118 End-of-period inventories rose from 613,937 short tons in 2004, to 631,606 short tons in 2005, and fell to
615,487 short tonsin 2006. End-of-period inventories were 651,033 short tons in interim 2006 and 660,679 short
tonsininterim 2007. CR/PR at Table C-1.

7 Domestic production capacity increased from 5.275 million short tons in 2004 to 5.351 million short tonsin
2005, and declined to 5.244 million short tonsin 2006. Capacity was 2.664 million short tonsin interim 2006 and
2.660 million short tonsin interim 2007. CR/PR at Table C-1.

18 CRat 111-9-11, PR at 111-5-6. For example, NewPage's Machine Number 7 was originaly installed in ***,
and Sappi’s Machine Number 4 was originally installed in ***, CR/PR at Table111-3.

19 Subject imports were rarely cited as a cause of any closure or paper machine shutdown until after the petition
in these investigations was filed. See, e.q., Chinese Respondents' Posthearing Brief at Exh. 22.

120 Capacity utilization was 91.7 percent in 2004, 92.1 percent in 2005, 94.8 percent in 2006, 93.0 percent in
interim 2006 and 94.0 percent in interim 2007. CR/PR at Table C-1.

21 The average number of production workers decreased from 8,110 in 2004, to 7,199 in 2005, and to 6,666 in
2007. The average number of workers was lower in interim 2007 (6,641) than in interim 2006 (6,777). CR/PR at
Table C-1. Wages paid were $508.0 million in 2004, $404.8 million in 2005, and $361.5 million in 2006. Wages
paid during the interim periods were $181.7 million in interim 2006 and $181.0 million in interim 2007. CR/PR at
Table C-1.

122 Hours worked decreased from 17.1 million in 2004 to 15.2 million in 2005, and to 14.2 million in 2006. Hours
worked were slightly higher in interim 2007 (7.2 million) than in interim 2006 (7.1 million). CR/PR at Table C-1.

123 Productivity increased from 282.9 tons/1,000 hours in 2004 to 323.5 tons/1,000 hours in 2005, and to 351.0
tons/1,000 hoursin 2006. Productivity was dlightly higher in interim 2007 (348.2 tons/1,000 hours worked) than in
interim 2006 (347.6 tons/1,000 hours worked). CR/PR at Table C-1. Productivity increased by 24.0 percent from
2004 to 2006, versus a decline in the number of workers of 17.8 percent and a decline in hours worked of 17.2
percent over the same period.
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Operating income rose throughout the period examined,** and the domestic industry’ s ratio of
operating income to sales followed a similar pattern.’*® COGS as aratio to sales declined from 2004 to
2005, and from 2005 to 2006, and was unchanged in interim 2007 as compared with interim 2006.'%

Wefind it to be particularly significant that there is an inverse correlation between the increasein
subject imports from 2005 to 2006, and the improvements in the financial condition of the domestic
industry during this period. From 2005 to 2006, subject imports increased from *** short tonsto ***
short tons, an increase of *** percent. Asthe market share of subject imports rose from *** percent in
2005 to *** percent in 2006, the domestic industry’ s operating income rose from $76.1 million in 2005 to
$167.0 million in 2006, and its operating margin improved from 1.8 percent to 3.8 percent.?” 128 129

We have considered Petitioner’ s argument that subject imports, almost all of which are comprised
of sheet, are injuring the domestic industry by increasingly driving the industry into the less profitable
web roll segment of the market.™® We find this argument to be unpersuasive. Although there was a
modest decline in the domestic industry’ s shipments of sheet during the period examined, and a modest

124 Operating income rose from aloss of $243.0 million in 2004 to income of $76.1 million in 2005 and $167.0
million in 2006. Operating income was higher in interim 2007 ($74.9 million) than in interim 2006 ($59.9 million).
CR/PR at Table C-1.

125 Operating margins increased from negative 6.3 percent in 2004 to 1.8 percent in 2005, and further increased to
3.8 percent in 2006. Ininterim 2007, operating margins were 3.4 percent, compared with 2.7 percent in interim
2006. CR/PR at Table C-1.

126 COGS was 99.1 percent of salesin 2004, 91.8 percent of salesin 2005, and 89.7 percent of salesin 2006. The
ratio of COGS to salesin interim 2006 and interim 2007 was 90.6 percent in each period. CR/PR at Table C-1.

27 Petitioner argues that because the domestic industry has largely relied on debt financing for its restructuring
(leading to sharply higher interest expenses), the Commission should, in evaluating industry profitability, focus more
on the industry’ s net income rather than on operating income. E.g., Petitioner’s Prehearing Brief at 26-28. We
decline to follow this suggestion. It has been the Commission’s consistent practice in assessing an industry’s
financial performance to focus primarily on its operating income. Any exceptions to this practice generally have
occurred in investigations of agricultural products, where producers often do not calculate operating income in their
financial statements. A firm’'s operating income more accurately reflects the results of its production operations than
does its net income, which may be dependent on decisions regarding the form of financing that the firm undertakes
and on its “other” income and expenses. Further, the form of financing that the firm undertakes could be affected by
factors unrelated to production operations (including any restructuring to which the firm might attribute its
borrowing costs). In any event, even the domestic industry’ s net income improved dramatically over the period
examined. See CR/PR at Table VI-1. In thisregard, Petitioner testified that the choice of using debt financing as
opposed to equity financing was examined and that the decision to use debt financing had benefits for the Petitioner.
Hearing Transcript at 114 (Suwyn).

128 \We recognize that the domestic industry’s capital expenditures declined throughout the period examined.
Capital expenditures were $274.7 million in 2004, $183.8 million in 2005, $144.6 million in 2006, $65.2 millionin
interim 2006, and $48.7 million in interim 2007. CR/PR at Table VI-5. This decline could simply reflect the fact
that plant modernization expenses were incurred early in the period examined. Capital expenditures might also have
been deferred by producers intending to engage in acquisitions. In any event, this factor does not outweigh the
generally positive trends in the industry’ s performance. Finaly, the industry’s research and devel opment
expenditures increased modestly. Research and development expenditures were $20.0 million in 2004, $19.0 million
in 2005, and $20.2 million in 2006, and were $9.3 million in interim 2006, and $9.5 million in interim 2007. CR/PR
at Table VI-5.

12 CR/PR at Table C-1.
130 E g., Petitioner’s Prehearing Brief at 81-87 and Posthearing Brief at 11-12.
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increase in its shipments of web roll,**! this slight shift in product mix did not lead to a deterioration in the
domestic industry’ s financial performance, which improved substantially.*** *3 Furthermore, there is no
evidence in the record that this shift in the domestic industry’ s product mix was caused by subject imports
or that sheet is necessarily a higher margin product than web roll.***

In light of the improvements in many of the factors having a bearing on the state of the domestic
industry’s condition, and the absence of any correlation between the modest increase in subject import
volume levels and the industry’ s performance, we conclude that subject imports did not have an adverse
impact on the condition of the domestic industry during the period examined. Accordingly, we determine
that an industry in the United States is not materially injured by reason of subject imports of CFSP from
China, Indonesia, and Korea.

VIII. NO THREAT OF MATERIAL INJURY BY REASON OF SUBJECT IMPORTS

Section 771(7)(F) of the Act directs the Commission to determine whether an industry in the
United States is threatened with material injury by reason of the subject imports by analyzing whether
“further dumped or subsidized imports are imminent and whether material injury by reason of imports
would occur unless an order isissued or a suspension agreement is accepted.”** The Commission may
not make such a determination “on the basis of mere conjecture or supposition,” and considers the threat
factors “as awhole.”** |n making our determination, we have considered all factors that are relevant to

31 The industry’ s shipments of sheet declined from *** short tonsin 2004 to *** short tonsin 2006, while its
shipments of web roll increased from 3,458,358 short tons to 3,661,976 short tons. CR/PR at Table I-8.

132 Cf, Artists Canvas From China, Inv. No. 731-TA-1091 (Final), USITC Pub. 3853 (May 2006) (domestic
producers forced to shift from selling higher value product to lower value product, with attendant deterioration in
financia condition).

133 petitioner claims that the subject imports injured the domestic industry by preventing it from earning operating
profits at least equaling its cost of capital. Hearing Transcript at 61 (Button). We note that the Petitioner submitted
only its own cost of capital and did not request that the Commission collect this information from the rest of the
industry. Petitioner’s Posthearing Brief, Exh. 1 at 44. Even if Petitioner’s cost of capital was indicative of the
industry as awhole, the fact that the industry’ s operating income was below this threshold is not a sign of material
injury caused by subject imports. The domestic CFSP industry’s operating profit ratio grew by 10 percentage points
from 2004 to 2006, at a time when subject imports were growing. There is no basis to conclude that an even steeper
financial improvement would have occurred were it not for the subject imports. Moreover, we note that Petitioner
testified that the soon-to-be-completed merger between NewPage and Stora Enso, as two of the largest domestic
producers, would “lower [NewPage' s] overall costs and accelerate [NewPage' s] ability to achieve financia returns
above [its] cost of capital.” Hearing Transcript at 36 (Suwyn). As discussed above, the record does not demonstrate
alink between the subject imports and any adverse effects to the domestic industry.

134 petitioner simply asserts that “[g]iven its significantly higher price level, sheets are the highest margin product
amongst the three CFS products,” (Petitioner’s Prehearing Brief at 83) but thereis no evidence in the record to
support this assertion. The record does not include separate cost data on domestic production of web rolls and
sheets.

135 19 U.S.C. § 1677d(b) and 1677(7)(F)(ii).

1% 19 U.S.C. § 1677(7)(F)(ii). An affirmative threat determination must be based upon “positive evidence
tending to show an intention to increase the levels of importation.” Metallverken Nederland B.V. v. United States,
744 F. Supp. 281, 287 (Ct. Int’| Trade 1990), citing American Spring Wire Corp. v. United States, 590 F. Supp.
1273, 1280 (Ct. Int’'| Trade 1984); see also Calabrian Corp. v. United States, 794 F. Supp. 377, 387-88 (Ct. Int’|
Trade 1992), citing H.R. Rep. No. 98-1156 at 174 (1984).
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this investigation.™® For the reasons discussed below, we determine that the domestic industry is not
threatened with material injury by reason of cumulated subject imports from China and Indonesia, or by
imports from Korea.™*®

13719 U.S.C. § 1677(7)(F). The Commission must consider, in addition to other relevant economic factors, the
following statutory factorsin itsthreat analysis:

(I if acountervailable subsidy isinvolved, such information as may be presented to it by the administering

authority asto the nature of the subsidy particularly as to whether the countervailable subsidy is a subsidy

described in Article 3 or 6.1 of the Subsidies Agreement and whether imports of the subject merchandise
arelikely toincrease,

(1) any existing unused production capacity or imminent, substantial increase in production capacity in the

exporting country indicating the likelihood of substantially increased imports of the subject merchandise

into the United States, taking into account the availability of other export markets to absorb any additional
exports,

(1) asignificant rate of increase of the volume or market penetration of imports of the subject merchandise

indicating the likelihood of substantially increased imports,

(1V) whether imports of the subject merchandise are entering at prices that are likely to have a significant

depressing or suppressing effect on domestic prices and are likely to increase demand for further imports,

(V) inventories of the subject merchandise,

(V1) the potential for product-shifting if production facilities in the foreign country, which can be used to

produce the subject merchandise, are currently being used to produce other products,

(V1) in any investigation under this subtitle which involves imports of both araw agricultural product

(within the meaning of paragraph (4)(E)(iv)) and any product processed from such raw agricultura product,

the likelihood that there will be increased imports, by reason of product shifting, if thereis an affirmative

determination by the Commission under section 1671d(b)(1) or 1673d(b)(1) of thistitle with respect to
either the raw agricultural product or the processed agricultural product (but not both),

(V1) the actual and potential negative effects on the existing development and production efforts of the

domestic industry, including efforts to develop a derivative or more advanced version of the domestic like

product, and

(IX) any other demonstrable adverse trends that indicate the probability that there islikely to be

material injury by reason of imports (or sale for importation) of the subject merchandise (whether or not it

is actually being imported at the time).

Moreover, the Commission shall consider the threat factors “asawhole” in making its determination
“whether further dumped or subsidized imports are imminent and whether material injury by reason of imports
would occur” unless an order issues. In addition, the Commission must consider whether dumping findings or
antidumping remedies in markets of foreign countries against the same class of merchandise suggest athreat of
material injury to the domestic industry.

Factor V11 isinapplicable to these investigations.

1% \We have considered the parties’ arguments concerning the period of time that is“imminent” under the statute.
See Petitioner’ s Posthearing Brief, Exh. 1 at 87-88; Korean Respondents' Posthearing Brief, Exh. A at 57-58; and
Chinese Respondents' Posthearing Brief, Responses to Questions at 13-14. We note that the Statement of
Administrative Action to the Uruguay Round Agreements Act indicates that “imminent” normally encompasses a
shorter period of time than the “ reasonably foreseeable time” applicable to five-year reviews. Uruguay Round
Agreements Act Statement of Administrative Action, H.R. No. 103-316 at 887.

In evaluating what is “imminent,” the Commission has considered the nature of the production process and
market for the product at issue. E.g., Carbon and Certain Alloy Steel Wire Rod From Egypt, South Africa, and
Venezuela, Inv. Nos. 731-TA-955, 960, and 963 (Preliminary) (Second Remand), USITC Pub. 3796 (Sept. 2005) at
10. CFSP can be produced and shipped in a matter of weeks. Most sales of domestic and subject CFS paper are
made using spot sales or short-term contracts. These market attributes suggest a relatively short period for what is
“imminent.”
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A. Cumulation

Section 771(7)(H) of the Tariff Act of 1930 provides asfollows:

(H) Cumulation for determining threat of material injury — To the extent practicable and subject
to subparagraph (g)(ii), for purposes of clause (i)(111) and (1V) of subparagraph (F), the
Commission may cumulatively assess the volume and price effects of imports of the subject
merchandise from all countries with respect to which —

) petitions were filed under section 1671a(b) or 1673a(b) of thistitle on the same
day.

(i) investigations were initiated under section 1671a(a) or 1673a(a) of thistitle on
the same day, or

(iii) petitions were filed under section 1671a(b) or 1673a(b) of thistitle and
investigations were initiated under section 1671a(a) or 1673a(a) of thistitle on
the same day,

if such imports compete with each other and with domestic like products in the United States

market.*®

As noted above, we cumulated subject imports for purposes of our negative material injury
determinations, and we note here that we are not precluded from considering subject imports from the
three countries as candidates for cumulation for our assessment of threat of material injury. However, in
evaluating threat of injury, the statute does not require cumulation but instead grants the Commission
discretion to cumulate. In exercising that discretion, we typically consider factors such as (1) whether the
imports are increasing at similar rates in the same markets, (2) whether the imports have similar margins
of underselling, and (3) the probability that imports will enter the United States at prices that would have
adepressing or suppressing effect on domestic prices of that merchandise.® In these investigations,
examination of these factors, as well as other factors discussed below, lead us to conclude that we should
cumulate imports from China and Indonesia, and consider imports from Korea separately.

Subject imports from Korea are not increasing at similar rates in the U.S. market as subject
imports from China and Indonesia. Subject imports from Korea declined from 2004 to 2006, while
imports from China and Indonesia rose on a percentage basisin that period.*** The divergent trend in the
volume of subject imports from Korea suggests that we should not cumulate those imports with subject
imports from the other two subject countries.

With respect to underselling, and import prices that are likely to depress or suppress U.S. prices,
imports from all three subject countries undersold domestic pricesin amajority of price comparisons

19 19 U.S.C. 1677(7)(H) (emphasis added).

140 See Torrington Co. v. United States, 790 F. Supp. at 1172 (affirming Commission’s determination not to
cumulate for purposes of threat analysis when pricing and volume trends among subject countries were not uniform
and import penetration was extremely low for most of the subject countries); Metallverken Nederland B.V. v. United
States, 728 F. Supp. 730, 741-42 (Ct. Int’| Trade 1989); Asociacion Colombiana de Exportadores de Flores v. United
States, 704 F. Supp. 1068, 1072 (Ct. Int'l Trade 1988).

141 Subject imports from Korea declined from *** short tonsin 2004 to *** short tonsin 2006, or by *** percent.
Subject imports from China rose from 160,668 short tons in 2004 to 267,746 short tons in 2006, or by 66.6 percent.
Subject imports from Indonesiarose from *** short tonsin 2004 to *** short tonsin 2006, or by *** percent.
CR/PR at Tahle IV-3. As noted above, we discount the weight that we give to the volume of subject importsin
interim 2007, due to the pendency of these investigations.

22



from January 2004 to June 2007. The percentage of comparisons showing underselling was lower for
Korea (61 percent of comparisons) than for China (85 percent) or Indonesia (76 percent).*#?

We note also different trends in capacity for the Chinese and Indonesian industries, on the one
hand, and for Korean industry on the other. Toward the end of the period examined, one Korean facility
closed and another shut down one of its coating machines, resulting in a decline in the capacity of the
Korean industry when comparing the interim periods. No similar reductions occurred in the Chinese and
Indonesian industries, either during the period examined or when the interim periods are compared. In
addition, the production capacity of the subject Korean CFSP industry is projected to continue to decline,
while that of the Chinese and Indonesian industriesis projected to continue to increase.’*

Moreover, the two subject producersin Indonesia, and the largest producer and *** in China
(Gold East) are under the common control of Asia Pulp and Paper,*** while there is no such overlap in
control with any producer in Korea. This difference suggests that the Chinese/Indonesian industries
would operate under similar competitive conditions in the U.S. market, which is not necessarily the case
for the Korean industry.** For example, the common control means that Asia Pulp and Paper could
reallocate resources to ship more CFS paper to the United States from Indonesiaif an antidumping or
CVD order were imposed only on China, or from Chinaif an order were imposed only on Indonesia.

On balance, therefore, in determining whether an industry in the United States is threatened with
material injury by reason of subject imports, we only cumulate imports from Chinaand Indonesia.

B. Importsfrom China and Indonesia

We find that neither the modest increase in the volume and market share of subject imports from
Chinaand Indonesia over the period of investigation, nor the existing unused production capacity, which
islimited, nor imminent increases in production capacity in China and Indonesia, which are limited,
indicate alikelihood of substantially increased imports into the U.S. market.

The volume of cumulated subject imports from China and Indonesia fluctuated but increased
overall from 2004 to 2006, and was lower in interim 2007 than in interim 2006. The volume of
cumulated subject imports from China and Indonesia declined from *** short tonsin 2004 to *** short
tonsin 2005, and then roseto *** short tonsin 2006. The volume of cumulated subject imports was ***
in interim 2007 as compared with *** in interim 2006.1® The U.S. market share of cumulated subject
imports from China and Indonesia rose from *** percent in 2004, to *** percent in 2005, and to ***
percent in 2006; it was *** percent in interim 2007 as compared with *** percent in interim 2006.
Market share in interim 2007 was lower than interim 2006 levels, and only slightly above levelsin full
year 2004 and 2005.*

We find that these increases are relatively modest and do not indicate an imminent injurious
increase. Moreover, neither reporting Chinese nor Indonesian producers, which represented ***

1“2 CR/PR at Table V-17.

143 CR/PR at Table VI1-13 (Korea) and CR at VII-11, PR-VI1I-5 (China) and CR a VI1I-21, PR at VI1-9
(Indonesia).

1 CRat VII-20, PR at VII-9.

145 Commissioner Pinkert does not join this sentence, but agrees with his colleagues that due to this common
control, Asia Pulp and Paper could reallocate resources to ship more CFSP to the United States from Indonesiaiif an
antidumping or CVD order were imposed only on China, or from Chinaif an order were imposed only on Indonesia.

146 See CRIPR at Table 1V-3.

147 As noted above, we discount the weight we give to the interim 2007 data due to the pendency of these
investigations.
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exporters from their respective countries, projected increases in exports to the U.S. market in 2007 and
2008.4®

The Chinese CFSP producers that responded to the Commission’ s questionnaire accounted for
*** exports of CFSP to the United States, and are estimated to account for well over *** of total
production in China of the subject merchandise.'*® These producers and exporters reported *** percent in
2004, *** percent in 2005, *** percent in 2006, *** percent in interim 2006 and *** percent in interim
2007.° In other words, U.S. exporters of subject merchandise from Chinareported *** existing unused
capacity. Not all Chinese CFSP producers responded to the Commission’ s questionnaire, but other data
sources indicate that capacity utilization of all CFSP producersin Chinawas high over the period
examined, demonstrating that there was limited existing unused production capacity in China.>

Responding Chinese CFSP producers projected *** future increases in their production capacity.
The Chinese producers and exporters that responded to the Commission’ s questionnaire reported that
their capacity is projected to increase from *** metric tons in 2006 to *** metric tonsin 2007, and to ***
in 2008.%2 We recognize that a published source projects that overall production capacity in China will
increase in the imminent future.®® There is no indication, however, that other Chinese companies which
do not currently export CFSP to the United States will begin to do so in that imminent time frame. There
is evidence on the record that the Chinese home market for CFSP is growing — one estimate is that the
home market is consuming about 500,000 additional tons of CFSP each year™™ — and the home market
was the predominant market for the three Chinese producers that accounted for the majority of shipments
of CFSP to the United States.™ Further, although the United States was China' s largest export market,
Chinese CFSP producers also exported significant volumes to other countries.’*®

The capacity utilization of CFSP producers in Indonesiawas not as high as that of those in China,
indicating that there was some existing unused production capacity in Indonesia. Such capacity would be
relatively small in absolute terms, however, given the relatively small size of the Indonesian industry.™’

148 See CR/PR at Table VII-5 (China), Table V11-9 (Indonesia).
9 CRat VII-12, VII-14, PR at V1I-7.
%0 CR/PR at Table VII-5.

%1 Based on data from ***, capacity utilization in the Chinese industry was *** percent in 2004, *** percent in
2005, and *** percent in 2006. CR at VI1I-11, PR at VII-5.

152 CR/PR at Table VII-5. We note that these data do not include***. CR at VI1-15, PR at VII-7 and ***,

158 Based on *** data, the Chinese industry’s production capacity is projected to increase from *** metric tonsin
2006 to *** metric tonsin 2007, and to *** metric tonsin 2008. CR at VI1I-11, PR at VII-5. We note that some of
the capacity increases cited by Petitioner are not scheduled to come on-line until 2009, 2010 and beyond. See CR at
VII-12 n. 12, PR at VII-5n.12. We consider these developments to be beyond the “imminent” time frame.

Petitioner maintains that both Respondents and Petitioner agree that two CFS production lines are currently
under construction in China: 1) a Ningxialine that will have 60,000 tons capacity; and 2) a Shandong Huatai Paper
line that will have 450,000 tons of capacity. Petitioner Posthearing Brief, Answers to Commissioner Questions at
101-02. Given the estimates of projected annual increases in consumption in the Chinese home market, the
existence of other important Chinese export markets, and the innate uncertainty as to whether these lines will be
completed on schedule — and whether their production will come to the United States, particularly given that these
producers ***, we do not find that these planned capacity increases indicate a likelihood of substantially increased
imports from Chinainto the U.S. market in the imminent future.

3 CRat VII-12 n. 12, PR a VII-5n. 12.
1% CR at VII-17, PR at VI1-9.
1% See CR/PR at Table VI1-4.

%7 Based on *** data, capacity utilization in the Indonesian industry was *** percent in 2004, *** percent in
2005, and *** percent in 2006. CR at VII1-21, PR at VI1-9. The capacity utilization reported to the Commission by
(continued...)
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Production capacity is projected to increase only very modestly in Indonesia® The Indonesian CFSP
industry exports to a number of countries, and the United States is not among its top three export
markets.™®

Overdll, considering the industries in China and Indonesia together, there appears to be little
existing unused production capacity. There are some projected increases in total production capacity for
the two countries, but we find that they are not of such magnitudes as to suggest substantially increased
imports of the subject merchandise into the United States in the imminent future.

The significance of any increase in imports to the United States would be lessened by the fact that
imports from Chinaand Indonesia are largely concentrated in sheet products, which represent arelatively
small part of the U.S. CFSP market. Although Chinese and Indonesian industries each produce web roll
CFSP, this product has accounted for atiny, albeit growing, share of U.S. importers’ shipments from
these countries (*** percent in 2006).**°® Web roll products also represent a minor share of total
production by the Chinese and Indonesian industries.*®* Accordingly, we do not find that there will be an
imminent substantial increase in imports of web-roll CFSP from China and Indonesia.

There does not appear to be any significant potential for the industry in China or Indonesiato
shift from making other products to making more CFSP using shared equipment. Capacity to produce
CFSPis constrained by producers paper coating capacity.

End-of-period inventories held in China and Indonesia, as a percentage of shipments, were
generally modest.’®> U.S. importers held relatively small amounts of CFSP in inventory from Chinaand
Indonesia.’®® 1%

157 (..continued)
the Indonesian producers and exporters was *** percent in 2004, *** percent in 2005, *** percent in 2006, ***
percent in interim 2006 and *** percent in interim 2007. CR/PR at Table V11-9. We note that the capacity
utilization data reported by the Indonesian producers and exporters was conservatively calculated, and likely
understates actual capacity utilization. For example, the Indonesian Respondents included in their reported capacity
*** CR/PRat TableVII-9n. 1.

1% Based on *** data, the Indonesian industry’ s production capacity is projected to increase from *** metric tons
in 2006 to *** metric tonsin 2007, and to *** metric tonsin 2008. CR at VI1-21, PR a VI1-9. The Indonesian
producers and exporters reported that their capacity ***. CR/PR at Table VII-9.

9 See CR/PR at Table VI1I-8.
10 CR/PR at Tables E-2 and E-3.
161 CR/PR at Tables VII-7 and VI1-11.

182 | nventories as a percentage of shipmentsin Chinawere *** percent in 2004, *** percent in 2005, *** percent
in 2006, *** percent in interim 2006, and *** percent in interim 2007. CR/PR at Table VII-5. Inventoriesasa
percentage of shipmentsin Indonesiawere *** percent in 2004, *** percent in 2005, *** percent in 2006, ***
percent in interim 2006, and *** percent in interim 2007. CR/PR at Table V11-9.

183 In 2006, U.S. importers held inventories of *** short tons from Chinaand *** short tons from Indonesia
CR/PR at Table VI1-18. We recognize that inventories of imports from Indonesia are likely understated, because
one importer was unable to report data on itsinventory levels to the Commission. Id. at n.1

164 We have also considered the nature of the countervailable subsidies involved. For China, Commerce found
countervailable subsidies of 7.40 percent ad valorem and 44.25 percent ad valorem for the two producers/exporters
with individual rates, and a country-wide rate of 7.40 percent ad valorem. CR at I-5, PR at I-4. For Indonesia,
Commerce found a countervailable subsidy of 22.48 percent ad valorem for the two cross-owned
producers/exporters with individual rates, and a country-wide rate of 22.48 percent ad valorem. CR at I-5, PR at |-4.
For both countries, the subsidies found appear to be subsidies described in Article 6.1 of the Subsides Agreement,
but not export subsidies described in Article 3 of the Subsidies Agreement. For both China and Indonesia, the total
ad valorem subsidization of CFSP exports exceeded 5 per cent. Also, some of the subsidies in Indonesia may
involve the direct forgiveness of debt. CR/PR at Tables|-2 and 1-3. Nonetheless, given the other facts described in

(continued...)
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We find that any limited additional volume of subject imports from China and Indonesiais not
likely to have a significant depressing or suppressing effect on domestic prices, and that such subject
imports will not enter the U.S. market at prices that are likely to increase demand for further imports. As
explained above, although these imports undersold the domestic product extensively during the period
examined, we have found that they did not depress or suppress domestic prices to a significant degree.
Thereis nothing in the record to suggest that thiswill change in the imminent future. Further, we do not
find that the prices of subject imports from China and Indonesia are likely to increase demand for further
imports in the imminent future. Competition is limited between subject imports and the domestic product,
which lessens the impact of any underselling.

Thereis also no evidence that these imports have had, or have the potential to have, negative
effects on the existing devel opment and production efforts of the domestic industry. As noted above,
only after the filing of the petitions were subject imports identified as a cause for the shuttering of U.S.
CFSP capacity. Moreover, the domestic industry’s overall production capacity was little changed over
the period examined,’® and NewPage has not been deterred from embarking on the major acquisition of
Stora Enso.

Finally, we do not find the domestic industry to be vulnerable to future injury. The financia
condition of the domestic industry improved steadily over the period examined, as a number of domestic
CFSP producers restructured their operations, closed inefficient and antiquated equipment, and thereby
reduced their costs. Theindustry’s capacity utilization improved throughout the period examined, as did
productivity. In addition, although debt carry remains an issue for NewPage in light of its plan to acquire
Stora Enso’s North American paper operations, we view further consolidation of the industry as a positive
development.’®® While some other indicia of the industry’s condition (most notably employment
indicators other than productivity) declined,'®” and its profitability, though improving substantially, was
not strong in absolute terms, on balance we find the domestic industry not to be vulnerable.

Given the modest imminent increase in production capacity in China and Indonesia, the absence
of any potential for product shifting, the lack of evidence of significant price effects from these imports
during the period examined, the moderate inventories of the subject merchandise, the absence of negative
effects of the subject imports on the development and production efforts of the domestic industry, and our
conclusion that the domestic industry is not vulnerable, we find that material injury by reason of subject
imports will not occur absent issuance of antidumping and countervailing duty orders against subject
imports from Chinaand Indonesia. We therefore conclude that the domestic CFSP industry is not
threatened with material injury by reason of imports from China and Indonesia.

164 (...continued)
this section, we do not find these subsidies are likely to generate substantial additional subject imports from China
and Indonesiain the imminent future.

1% CR/PR at Table C-1.

1% A s a NewPage executive explained to securities analysts when the acquisition was announced, NewPage
anticipates substantial cost synergies from this acquisition, and views it as accelerating its path to economic returns
equal to or greater than its cost of capital. Remarks of Mark Suwyn, Chairman and CEO of NewPage, September
21, 2007 conference call with securities analysts (copy of transcript in Korean Respondents’ Prehearing Brief at
Exhibit 20).

167 As previoudly stated, we find that the declines in employment indicators other than productivity appear to be
related to the restructuring of the industry rather than competition from subject imports.
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C. Importsfrom Korea

The capacity utilization of subject CFSP producers in Korea was quite high over the period
examined, indicating that there was little, if any, existing unused production capacity.® Moreover, no
increase in production capacity isimminent; indeed, the capacity of subject Korean producers is projected
to decline by *** percent in 2008 as compared with 2006, on account of the closing of one producer’s
plant and the shutdown of part of the coating capacity at another firm.*® Even if there were an increase in
imports of subject merchandise from Korea to the United States, any effects would be muted by the fact
that imports from Korea during the period examined have consisted only of sheet (which represents a
small part of U.S. consumption) and not of web roll, despite Korean production of web rolls throughout
the period examined, indicating that most if not all of any increase in imports from Korea would be of
sheet. There was no significant increase in the volume or market share of subject imports from Korea
during the period examined that would suggest a likelihood of substantially increased imports.*™

Further, there does not appear to be any significant potential for the Korean industry to shift from
making other products to making more CFSP on shared equipment. Capacity to produce CFSPis
constrained by producers’ paper coating capacity. End-of-period inventories held in Korea, asa
percentage of shipments, were modest,*” and U.S. importers held relatively small amounts of CFSP in
inventory from subject producersin Korea'® We note also that the imposition by China of dumping
duties on imports from Korea in 2003 has not diverted Korean shipments to the United States, and we
have no reason to believe that such diversion will occur in the imminent future.*™

We find that subject imports from Korea are not likely to have a significant depressing or
suppressing effect on domestic prices and that they are not likely to increase demand for further imports.
As explained above, although these imports undersold the domestic product extensively during the period
examined, we have found that they did not depress or suppress domestic prices to a significant degree.
There is nothing in the record to suggest that this will change.

168 Based on *** data, capacity utilization in the Korean industry (including subject and non-subject producers)
was*** percent in 2004, *** percent in 2005, and *** percent in 2006. CR at V11-28, PR at VI1-12. The capacity
utilization reported by subject Korean producers was *** percent in 2004, *** percent in 2005, *** percent in 2006,
*** percent in interim 2006 and *** percent in interim 2007. CR/PR at Table VII-13.

16 Subject Korean producers reported that their capacity is projected to decline from *** short tonsin 2006 to
*** ghort tonsin 2007, and to *** short tonsin 2008. CR/PR at Table VI1-13.

1 The volume of subject imports from K orea declined from *** short tons in 2004 to *** short tons in 2005, and
roseto *** short tonsin 2006. The volume of Korean subject imports was *** short tonsin interim 2007, compared
with *** short tonsin interim 2006. CR/PR at Table 1V-3. The market share of subject imports from Korea
declined from *** percent in 2004, to *** percent in 2005, and rose to *** percent in 2006. The market share of
these subject imports was *** percent in interim 2007, compared with *** percent in interim 2006. CR/PR at Table
IV-5. Theratio of subject imports from Koreato domestic production declined from *** percent in 2004 to ***
percent in 2005, and then rose to *** percent in 2006. Thisratio was*** percent in interim 2007, compared with
*** percent in interim 2006. CR/PR at Table 1V-6.

7 \We note that a significant proportion of the imports of CFSP from Korea—*** —was from producers that are
not subject to Commerce’ s antidumping and countervailing duty determinations. See CR/PR at Table 1V-3.

172 | nventories as a percentage of shipments in Koreawere *** percent in 2004, *** percent in 2005, *** percent
in 2006, *** percent in interim 2006, and *** percent in interim 2007. CR/PR at Table VI11-13.

3 In 2006, U.S. importers held inventories of *** short tons from Korea. CR/PR at Table V11-18.

1" \We have also considered the nature of the countervailable subsidiesinvolved. For the subject producer in
Korea, Commerce found a countervailable subsidy of 1.46 percent ad valorem, and a country-wide rate of 1.46
percent ad valorem. CR at I-5, PR at I-4. The subsidies found do not appear to be subsidies described in Articles 3
or 6.1 of the Subsides Agreement. See CR/PR at Table I-4.
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Thereis also no evidence that these imports have had, or have the potential to have, negative
effects on the existing devel opment and production efforts of the domestic industry. As noted above,
only after the filing of the petitions were subject imports identified as a cause for the shuttering of U.S.
CFSP capacity. Finally, as explained above in our discussion of imports from China and Indonesia, we
do not find the domestic industry to be vulnerable to future injury.

Given the actual and projected decline in production capacity in Korea, the absence of any
potential for product shifting, the lack of evidence of significant price effects from these imports during
the period examined, the moderate inventories of the subject merchandise, the absence of negative effects
by the subject imports on the development and production efforts of the domestic industry, and our
conclusion that the domestic industry is not vulnerable, we find that material injury by reason of subject
imports will not occur absent issuance of antidumping and countervailing duty orders against subject
imports from Korea. We therefore conclude that the domestic CFSP industry is not threatened with
material injury by reason of imports from Korea.

CONCLUSION
For the reasons stated above, we determine that an industry in the United States is not materialy
injured or threatened with material injury by reason of imports of coated free sheet paper from China,

Indonesia, and Korea that have been found by the Department of Commerce to be subsidized and sold in
the United States at less than fair value.
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DISSENTING VIEWS OF COMMISSIONER CHARLOTTE R. LANE

Based on the record in the final phase of these investigations, | find that an industry in the United
Statesis materially injured by reason of imports of coated free sheet paper (CFSP) from China, Indonesia
and Koreathat have been found by the Department of Commerce to be subsidized and sold in the United
States at less than fair value.

I join with the majority Commission views with regard to: 1. Background, II. Domestic Like
Product, 111. Domestic Industry, and IV. Negligible Imports. | write separately, however, with regard to
cumulation and material injury by reason of subject imports.

V. CUMULATION
A. In General

For purposes of evaluating the volume and price effects for a determination of material injury by
reason of the subject imports, section 771(7)(G)(i) of the Act requires the Commission to cumulate
subject imports from all countries as to which petitions were filed and/or investigations self-initiated by
Commerce on the same day, if such imports compete (emphasis added) with each other and the domestic
like product in the U.S. market.! In assessing whether subject imports compete with each other and with
the domestic like product, the Commission has generally considered four factors, including:

(D] the degree of fungibility between the subject imports from different countries and
between imports and the domestic like product, including consideration of specific
customer requirements and other quality related questions;

2 the presence of sales or offersto sell in the same geographic markets of subject imports
from different countries and the domestic like product;

3 the existence of common or similar channels of distribution for subject imports from
different countries and the domestic like product; and

@ whether the subject imports are simultaneously present in the market.?

No single factor is necessarily determinative, and the list of factorsis not exclusive. These
factors have historically been used by the Commission simply to provide a consistent framework for
determining whether the subject imports compete with each other and with the domestic like product.?
Moreover, only a“reasonable overlap” of competition is required.* Thus, this framework may be
modified or expanded depending on the nature of the product being examined. Importantly, it must be
recognized that the analytical framework and factors devised by the Commission are tools for answering

119 U.S.C. 0 1677(7)(G)(i).

2 See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea. and Taiwan, Inv. Nos. 73 1-
TA-278-280 (Final), USITC Pub. 1845 (May 1986), affd, Fundicao Tupy S.A. v. United States, 678 F. Supp. 898
(Ct. Int’l Trade), affd, 859 F.2d 915 (Fed. Cir. 1988).

3 See, e.0. Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’| Trade 1989).
4 The SAA states that "the new section will not affect current Commission practice under which the statutory
requirement is satisfied if there is a reasonable overlap of competition." SAA at 848 (citing Fundicao Tupy, SA. v.

United States, 678 F. Supp. 898,902 (Ct. Int'l Trade 1988)), affd 859 F.2d 915 (Fed. Cir. 1988); See Wieland
Werke, AG, 718 F. Supp. at 52 ("Completely overlapping markets are not required.").
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the primary statutory question of whether subject imports “compete with each other and the domestic like
product in the U.S. market.”

B. Analysis

The threshold requirement for cumulation is satisfied because Petitioner filed a petition with
respect to each of the subject countries on the same day and none of the statutory exceptionsto
cumulation is applicable.® Thereforeif subject imports from China, Indonesia and Korea compete with
each other and the domestic like product cumulation is required. | examine the record in light of the
factors that the Commission customarily considers in determining whether there is a reasonable overlap of
competition.

With regard to the fungibility factor, | do not agree with an analysis that requires such similarity
of products that a perfectly symmetrical fungibility is necessary.® | find that the fungibility factor might
be better described as an analysis of whether subject imports from each country and the domestic like
product could be substituted for each other. The parties agree that CFSP is a commaodity product. The
domestic CFSP and subject imports are generally interchangeable and serve the same end purpose, that
being the production of high-quality print products. Thereis some question in this case regarding limited
fungibility since much of the domestic product is sold as web rolls while the bulk of subject imports are
sheets. Based on the record, | do not find that thisisarelevant distinction that could lead to a conclusion
that these products do not compete with each other. Clearly, the subject importsin sheet form compete
with each other and domestic sheeted CFSP. However, the record also indicates that end users
representing alarge portion of domestic consumption of CFSP have dual capability to use either sheets or
web rolls to produce their products. The record further indicates that the added cost of cutting rolls to
sheet sizesis not minor and is reflected either in the price of sheets or isinternal to end users that use web
rolls and cut their product to size at their own facilities. Thus, end users that use lower priced web rolls
will ultimately incur costs related to cutting printed material after printing it. While other factors, such as
the volume of a print job and the speed of printing will enter into purchasing decisions, the availability of
low cost sheets must also enter into decisions to use web rolls or sheets for a particular job. This ability
to produce the same printed material with either web rolls or sheets creates competition between web
rolls, sheeter rolls and sheets. Thus, | find that there is a significant overlap of competition not only in
roll to roll products, but also in sheet to roll products.

With regard to geographic overlap, the domestic like product and subject imports from all three
countries are marketed, at least to some extent, throughout the United States. The distribution channel for
most CFSP produced in the United States and subject imports are similar. The *** magjority of CFSPis
sold to merchants who resell the product to end users. Very small quantities of both domestic production
and subject imports are sold directly to end users. Finally, the record indicates that domestic production
and subject imports were simultaneously present in the market throughout the POI.

| find that imports from China, Indonesia and K orea compete with each other and with the
domestic like product and that all of the requirements for mandatory cumulation have been met.

5 See 19 U.S.C. 0 1677(7)(G)(ii).

® See Goss Graphic Sys Inc., v. United States, 33 F. Supp. 2d 1082,1087 (Ct. Int'l Trade 1998) ("cumulation does
not require two products to be highly fungible").
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VI. MATERIAL INJURY BY REASON OF THE SUBJECT IMPORTS

In the final phase of antidumping and countervailing duty investigations, the Commission
determines whether an industry in the United States is materially injured by reason of the imports under
investigation. The statute defines material injury as "harm which is not inconsequential, immaterial, or
unimportant."  In making this determination, the Commission must consider the volume of subject
imports, the effect of subject imports on prices for the domestic like product, and the impact of subject
imports on U.S. operations of domestic producers of the domestic like product. No single factor is
dispositive, and all relevant factors are considered "within the context of the business cycle and
conditions of competition that are distinctive to the domestic industry."’

For the reasons stated below, | determine that the domestic CFSP industry is materially injured by
reason of subject imports from China, Indonesia, and Korea.

A. Conditions of Competition

The following conditions of competition are pertinent to my analysis of the impact of subject
CFSP on the domestic industry.

1. Supply Conditions

In 2006, 10 U.S. firms accounted for al U.S. production of CFSP. The*** |argest of these firms,
*** accounted for approximately *** percent of domestic production. The capacity of domestic
producers remained relatively stable from 2004 to 2006 at approximately 5.3 million tons.? Domestic
capacity represented about *** percent of total domestic consumption in 2006 and domestic production
shipped into the U.S. market represented *** percent of total domestic consumption. Non-subject
imports declined somewhat from 2004 to 2006, dropping from *** tonsto *** tons. In 2006, non-subject
imports accounted for *** percent of total domestic consumption. Subject imports made up the balance
of domestic consumption, accounting for *** percent in 2006.

Since 2004, there have been anumber of organizational changes in the domestic industry. One
relatively large producer located in Texas ceased operations in September 2005, shutting down *** tons
of capacity. The paper machines at that plant have been sold off as parts. Other significant supply
changes in the domestic industry included shut downs of paper machines rather than the closure of whole
mills. These shut downs were *** tons in Westbrooke, Maine, *** tons in Hamilton, Ohio, *** tonsin
Muskegon, Michigan, *** tonsin Luke, Maryland, and *** tons at Stevens Point, Wisconsin. These
supply reductions were offset by a capacity expansion from the rebuilding of machines at Kimberly,
Wisconsin *** and Wisconsin Rapids, Wisconsin *** . |n addition, *** tons of CFSP capacity was added
from conversion of a coated groundwood machine at Kimberly, Wisconsin and *** from the conversion
of an uncoated free sheet machine.

The domestic industry has undergone corporate restructuring and several inter-corporate sales and
acquisitions of CFSP capacity. A large portion of the restructuring and acquisitions involved debt
financing which raised the debt leverage ratios of the domestic industry and have contributed to
significant increasesin its interest expense. On September 21, 2007, Stora Enso Oyj announced that it
was salling its U.S. subsidiary to NewPage. Thistransaction, which is expected to closein the first
quarter of 2008, will combine Stora Enso’s *** tons of CFSP output in 2006 and NewPage's *** tons.

719 U.S.C. 8 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each [such] factor . . . [alnd explain in full its relevance to the determination.” 19
U.S.C. §1677(7)(B). See also Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

® CR/PR at Table C-1.
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The combined production of these two producers represented *** percent of the domestic industry’ s total
2006 production quantities.

CFSPis produced in rolls for web presses and in rolls intended to be cut into sheets before being
printed. These “sheeter” rolls are then either dlit into sheets by the producer of theroalls, or sold, asis, for
later conversion to sheets by a converter or end user. From 2004 through 2006, U.S. producers have sold
afairly consistent 78 to 79 percent of their product as web rolls, *** percent as sheeter rolls, and *** to
*** percent as sheets. During the same period, the mix of cumulated subject imports of web rolls
increased from less than *** percent to *** percent while sheeter rolls remained afairly constant ***
percent and sheets dropped from *** percent to *** percent.’

2. Demand Conditions

CFSPisused by print shopsto print high quality materials requiring high-gloss pages. These
materials include books, catalogues, magazines, direct mail advertising material, posters, signage, playing
cards, and annual reports. Apparent U.S. consumption of CFSP was relatively flat between 2004 and
2006. Apparent U.S. consumption declined somewhat when comparing the interim periods. The level of
apparent U.S. consumption is calculated based on reported subject import data, which may be understated
due to misclassification of CFSP as coated groundwood paper, in which case the 2006 and interim 2007
calculated domestic consumption should be higher than the annual consumption levels reflected in the
Final Commission Report. Although the data collected reflects relatively flat demand, in their
guestionnaire responses all responding U.S. producers, 14 of 24 responding importers and 1 of 3
responding producer/importers opined that demand was increasing. Most responses attributed changesin
demand to the U.S. economy and Petitioner states that the CFSP industry is cyclical, following the U.S.
economy as awhole.*°

There are limited substitutes for CFSP, including coated groundwood paper, and uncoated free
sheet paper. However, the characteristics of these products are different, making them less desirable than
CFSP for most jobs. Petitioner indicated that once arecurring publication beginsusing CFSPit is
reluctant to change to a different paper.

The paper cost component of products that are printed on CFSP isrelatively high, ranging from
14 percent to 40 percent of the total cost of commercial printing, from 20 percent to 55 percent of the total
cost of magazine production and from 30 percent to 100 percent of the total cost of catalogues.™

The evidence shows that some U.S. printers have both sheet printing presses and web roll printing
presses and that many jobs can be done on either type of press. The testimony indicates that al of the
printed material brought to the hearing by the Petitioner as examples of uses of CFSP could be printed on
either web-roll presses or sheet presses. Although the extent of printers having both sheet presses and
web roll presses was contested, the record indicates that printers having such capability represent over 50
percent of the current market for CFSP. Moreover, there was testimony that the historic difference
between web rolls and sheeter rolls has become blurred and that some purchasers will

° All of the subject import web rolls during the period of investigation were from China. From 2004 to 2006, web
rolls went from less than *** percent of the Chinese subject imports to approximately *** percent.

Y CRat I1-5-11-6; PR at 11-3-11-4.
" CRatll-8; PRt I1-5.
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opt to buy web rolls for sheeting even though CFSP producers do not provide warranty coverage for web
roll paper that is used in sheet presses.

B. Volume of Subject Imports

Section 771(7)(C)(i) of the Act provides that the “ Commission shall consider whether the volume
of imports of the merchandise, or any increase in that volume, either in absolute terms or relative to
production or consumption in the United States, issignificant.” | find that subject import volume was
significant during the period examined both in absolute terms and relative to consumption and production
in the United States, and that the increase in volume was also significant.

The volume of cumulated subject imports from China, Indonesia, and Koreaincreased irregularly
from 2004 to 2006, going from *** tonsin 2004 to *** tonsin 2006, an increase of *** percent in two
years.*? The volume of subject imports dropped in interim 2007; however, this decrease occurred after
thefiling of the petition for this proceeding in late 2006. Subject imports equaled *** percent of U.S.
producers’ U.S. shipmentsin 2004. This percentage declined dightly in 2005 before increasing to ***
percent in 2006. The share of U.S. apparent consumption represented by cumulated subject imports
increased from *** percent in 2004 to *** percent in 2006. Thisincreasing market share trend reversed
in interim 2007 when cumul ated market share dropped back to *** percent.

NewPage argues that subject imports reflected in the Commission’ s data are understated
beginning in late 2006 due to changes in HTS classifications by importers. NewPage presented data
showing a significant increase in reported imports of coated groundwood paper from China. The data
presented indicates that merchandise classified as coated groundwood paper more than doubled in 2006 as
compared to 2005. However, thisincrease in 2006 was but the tip of an impending deluge of reported
coated groundwood paper imports in 2007 as merchandise classified as coated groundwood increased
from 433 metric tonsin the first six months of 2006 to 48,175 metric tonsin the first six months of 2007.
The huge increase in reported imports of coated groundwood paper occurring after the filing of this case,
and after preliminary bonding on imports of coated free sheet paper was implemented, appears to be more
than an unusual coincidence. The Final Commission Report calculates apparent U.S. consumption based
on thelevel of U.S. shipments of U.S. production plus the level of reported imports. If the surgein
reported coated groundwood imports represents misclassification, as NewPage argues, then both the U.S.
apparent consumption and the volume of subject imports reflected in the Commission Report should be
higher in interim 2007. In such case, the market share for subject imports would be higher than the ***
percent reflected in the Report and the market share for domestic production would be lower. Thedrop in
subject imports in interim 2007 does not appear to represent a shift in trade that is independent of this
proceeding. Therefore, it is appropriate to focus more on the 2004 through 2006 data to evaluate the
conditions of competition and impact of subject imports on the domestic industry.

The parties agree that CFSP is a commodity product and that the purchasing decisions of buyers
depend heavily on price. Even arelatively small volume of low priced subject importsin a commodity
market, or even the anticipation of potential volumes, can have relatively large impacts on prices and
magnified effects on a domestic industry. | find that the volume, and the increase in volume, of subject
imports are significant both in absolute terms and relative to consumption and production in the United
States.

” CR/PR at Table C-1.
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B. Price Effects of Subject | mports

Section 771(C)(ii) of the Act provides that, in evaluating the price effects of subject imports, the
Commission shall consider whether —

(I there has been significant price underselling by the imported merchandise as compared with
the price of domestic like products of the United States, and

(I1) the effect of imports of such merchandise otherwise depresses prices to a significant degree or
prevents price increases, which otherwise would have occurred, to a significant degree.™

The Commission gathered pricing information on seven different products. Pricing products 1, 2
and 3 were two-sided coated sheets of varying weights and brightness and product 7 described one-sided
coated sheets. Pricing products 4 and 5 were two-sided coated web rolls with different weight and
brightness characteristics and product 6 described two-sided coated sheeter rolls.**

In addition to describing different characteristics of the CFSP, the pricing data were also divided
between sales to merchants and direct sales to end users. The pricing comparisons differed markedly for
the direct sales to end users with overselling by subject imports being reported in alarge number of
instances. However, the relative volume of both domestic producer sales and subject import sales directly
to end userswas very small. Thus, on aweighted basis, the overselling in the direct sales market would
have little impact on the average margins of underselling. Moreover, the prices reported reflect that
domestic producers sold directly to end users at lower prices than prices charged to merchants for those
pricing products that made up the bulk of such direct sales. Thisisnot ausual pattern since merchants
who resell to end users generally require alower purchase price which they can then mark-up to cover
their costs and profit margins. The subject imports sold directly to end users exhibited the expected price
premium over similar sales to merchants. Given the relatively small volume of domestic production being
sold directly to end users, the even smaller volume of subject imports being sold directly to end users, and
the uncharacteristic lower prices reported by domestic producers for their direct salesto end users, the
price comparisons require a more detailed analysis than a simple tally of instances of underselling and
overselling for both merchant sales and direct salesto end users. | have analyzed both merchant sales
data and direct sales data and | find the merchant sales data to be more probative with regard to the effect
of prices of subject imports on the prices of the domestic like product.

In 104 quarterly pricing comparison between domestic and subject imports prices for sheet
products 1, 2, 3, and 7 sold to merchants there was pervasive, and substantial, underselling in 103
comparisons. The weighted average margins of underselling by subject imports for calendar years 2004,
2005, and 2006 ranged from *** percent to *** percent. In the two quarters of 2007 for which pricing
data was reported, even though the domestic prices of products 2 and 3 declined, subject import margins
of underselling remained high, averaging *** percent, *** percent, *** percent and *** percent for
products 1, 2, 3, and 7 respectively.’

The pricing comparisons for web rolls (products 4 and 5) and sheeter rolls (product 6) shows
lower volumes of subject imports, both on an absolute basis and relative to domestic producers’ sales.
Underselling, while still pervasive, is at lower margins. For the two web roll products the subject imports
undersold the domestic like product in 21 out of 21 quarterly price comparisons. Margins of underselling
ranged from *** percent to *** percent. For the sheeter roll product, out of 28 quarterly pricing

1319 U.S.C. §1677(7)(C)(ii).
“CRatV-7; PRat V-5.

* CR/PR. Weighted average underselling margins for merchant sales of subject imports are derived from the
quarterly data contained in Tables V-1 through V-13.
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comparisons subject imports undersold domestic like product in 11 quarters and oversold domestic prices
in 17 quarters. The underselling was generally in the *** percent to *** percent range while overselling
ranged from *** percent to *** percent. These comparisonsinvolve relatively small amounts of domestic
production, generally in the range of *** to *** tons per quarter and the subject imports tend to be very
small, with most of the overselling involving subject import volumes of around *** tons per quarter.

Although the bulk of direct comparisons for the largest volumes of subject imports arein the
sheet products, a comparison of prices for web and/or sheeter rolls and sheets shows that the domestic
industry generally adds an increment of $*** to $*** per ton over web products for sheets of comparable
weight and brightness.’® This represents a premium of approximately *** percent for sheets as compared
to the price charged for roll products. However, subject imports tend to charge almost the same price for
roll products and sheets. Thus, a purchaser that might otherwise choose to use domestic rolls rather than
sheets because of the price premium for domestic sheets could purchase subject import sheets for closeto
the same price per ton as domestic web and/or sheeter rolls. Thus, decisions to purchase domestic web
rolls may be affected by the low price of imported sheets, setting up competition between roll product and
sheet product.

The record demonstrates that the underselling by subject importsis significant. Not only isthere
underselling in most products, the underselling margins are very high. Quality is an important, but not a
negative factor, for decisions to purchase subject imports since most purchasers found the quality of
subject imports to be acceptable. Therefore, priceisthe most important significantly variable factor in
purchasing decisions and the high margins of underselling are placing significant pressure on the ability
of domestic producers to raise prices.

The respondents argue that the mere presence of underselling does not, in and of itself,
demonstrate that subject imports have depressed domestic prices or have prevented price increases that
otherwise would have occurred. Respondents point to the fact that domestic prices have generally
increased over the POI as evidence that prices have not been depressed.

Respondents also argue that the traditional Commission cost/price squeeze analysis indicates that
there has been no suppression of needed price increases since prices have increased more than the
increases in cost of goods sold. The respondents also question the accuracy of the domestic industry’s
argument that itsincreased levels of operating income have been positively influenced by significant
reductionsin costs related to the industry’ s restructuring and efficiency measures. Respondents go so far
as to argue that the domestic industry’ s statements are factually incorrect. To demonstrate that point,
respondents argue that the Commission’ s variance analysis demonstrates that from 2004 to 2006 ninety
(90) percent of the over $400 million improvement in the industry’ s operating profits was related to
increasing prices. They further argue that the Commission’ s variance analysis shows that the
improvement in operating income attributable to cost decreases was inconsequential. The respondents are
either missing the point or are purposely painting a broad picture that does not specifically address the
point that is being made by the domestic industry. The respondents are looking at the total expenses
reflected in the variance analysis rather than the categories of expenses which are being addressed in the
domestic industry’ s argument. The domestic industry, on the other hand, is arguing that it is experiencing
increases in cost categories over which it has little control, but is offsetting those cost increases through
its management practices, including restructuring. The domestic industry is arguing that under these
circumstances, the ratio of cost of goods sold to sales revenue does not fully disclose the internal
structural changes that tend to reduce the ratio of cost of goods sold to sales, does not fully

6 CR/PR. Derived from pricing data contained in Tables V-1 to V-12.
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disclose the costs that make the structural changes possible and, therefore does not fully disclose the
extent to which prices are being suppressed.

The variance analysis that is adopted by the respondentsin their argument is contained in Table
VI1-5 of the Final Commission Report.’” Boiled down to its basic summary, the analysisis as follows:

ltem 2004-06

($1,000)
Price variance 367,939
Net cost/expense varience 56.566
Net volume variance (14,434)
Total net operating income variance 410,071

Addressing only this cumulated data, the respondents characterize the $56,566,000 net
cost/expense reductions as “inconsequentia”.
However, breaking the data into its component parts, the variance analysisis as follows:

ltem 2004-06
($1,000)
Price variance 367,939
Net cost/expense varience:
Increased raw material costs (236.058)
Reduced labor costs 79.656
Reduced other factory costs 207,551
Subtotal reduced COGS 51,149
Reduced SG&A 5417
Total net cost/expense variance 56.566
Net volume variance (14,434)
Total net operating income variance 410,071

Although the net reduction in COGS isonly $51,149,000, thisis comprised of anincrease in the
cost of raw materials of $236,058,000, offset by reductionsin labor costs of $79,656,000 and reductions
in other factory overheads of $207,551,000. Thus, instead of being “inconsequential”, the reductionsin
the cost of goods sold controlled by domestic industry management and restructuring equal $287 million,
or 70 percent of the total improvement in net operating income from 2004 to 2006. While the domestic
industry was able to increase prices by more than the increase in its raw materials costs, the ratio of cost
of goods sold to net sales would not have dropped nearly as dramatically if it were not for the reduced
costs attributable to reduced labor and reduced other factory costs. Moreover, traditional accounting does
not include interest expense as part of the cost of goods sold, or in operating expenses at all, even though

7 Although the construction of the variance table in the Final Report could be reconfigured, such reconfiguration
would have only slight changes on the numbers. Moreover the variance datais cited by the respondents, so they
appear to have accepted this construction of avariance analysis.
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the interest is related to debt that supports the property, plant and equipment directly employed in the
production process. Thus, even though the effects of cost reductions are reflected in the COGS/Net sales
calculation, the significantly increased interest expenses that are associated with those cost reductions are
not reflected in the calculation.

The record indicates that subject imports and the domestic like product possess arelatively high
degree of interchangeability. Purchasers reported that subject imports and the domestic like product were
generally comparable with respect to a mgjority of product attributes. The only major deviations from
general comparability camein price and availability related items. Subject imports were generally
perceived as offering lower prices by aclear mgjority of purchasers while the domestic like product was
perceived as being superior with regard to availability and delivery time.®® Most of the producers,
importers, and purchasers that responded to the Commission’ s question on interchangeability reported
that subject imports and the domestic like product are either always interchangeable (50 questionnaire
responses) or frequently interchangeable (60 responses). Twenty three responses indicated that the
products were seldom interchangeable and only 4 indicated that they were never interchangeable.™®

The record also indicates that price is an important factor for purchasers of CFSP. Forty of 45
purchasers indicated that price was avery important factor in their purchasing decisions and the
remaining 5 indicated that it was somewhat important. Price, quality and availability were named as the
factors that ranked highest in purchasing decisions. Price ranked number one with 13 purchasers and
number two with 11 purchasers. Quality ranked number one with 13 purchasers and number two with 10
purchasers. Availability ranked number one with 9 purchasers and number 2 with 12 purchasers. Price
was listed as either the number one, two or three purchasing decision factor by 40 purchasers as compared
to 31 purchasers listing quality as a number one, two or three factor and 28 purchasers listing availability.
Other purchasing decisions factors ranked far below price in importance to purchasers.® Twenty three of
45 responding purchasers indicated that the lowest price product would either always or usually win the
sale. Nineteen reported that the lowest price product would win a sale “ sometimes” .2

With regard to lost sales or lost revenues attributable to competition from subject imports,
NewPage noted that because CFS paper is sold predominantly by way of merchants, it can be difficult to
identify and quantify specific instances of lost sales. Nevertheless, six of eight U.S. producers responded
that they had lost sales or revenues due to subject imports. U.S. producers provided *** |ost sales
allegations totaling $*** and *** lost revenue allegations totaling $***. Staff attempted to contact the
purchasers named in the allegations and received responses from some. Staff received no response
regarding *** lost sales allegations. For the remaining allegations of lost sales, the purchasers partially
confirmed *** allegation and neither agrees nor disagreed with the remaining allegations. Staff received
no response regarding *** lost revenue allegation. *** responses confirmed the largest lost revenue

8 CR/PR at TablelI-5.

¥ CR/PR at Tablel1-3.

“ CR/PR at TablesII-1and 11-2.
2CRatl-9; PR at I1-6.
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alegations. The remaining responses could not verify the specific transactions cited, but disagreed with a
portion of the allegations based on the location of the purported transactions.?

This data must be considered in light of an industry that is suffering from severely depressed net
operating income. The industry should be able to raise prices to not only cover the increased cost of its
raw materials, but also to improve its net operating income to alevel that at least coversitsinterest
expense. Aswill be discussed later in the impact section of these views, | find the net operating income
of the industry, although improved, is still too low. Thisindicates that the industry suffers from a squeeze
onitsprofit levelssinceit is prevented from raising prices to levels needed to produce at least a minimum
reasonable net operating income. Thisinability to raise pricesis related to the increased subject imports
at severely reduced prices that undersell the domestic industry in alarge percentage of pricing products
examined. Therefore, | find that the domestic industry’s prices are being suppressed by the subject
imports.

C. I mpact of Subject Importson the Domestic | ndustry

The statute requires that the Commission, in examining the impact of the subject imports on the
domestic industry, evaluate all relevant economic factors which have a bearing on the state of the
industry. These factors include output, sales, inventories, capacity utilization, market share, employment,
wages, productivity, profits, cash flow, return on investment, ability to raise capital, research and
development, and factors affecting domestic prices. No single factor is dispositive and al relevant factors
are considered "within the context of the business cycle and conditions of competition that are distinctive
to the affected industry."

The domestic industry’s output, sales and financial performance have not improved
commensurate with the relatively stable market for CFSP and the reasonably strong U.S. economy.
Output increased by 133,719 tons, or 2.8 percent, from 2004 to 2006, however, this increase can not be
attributed to increased sales in the U.S. market. U.S. shipments by the domestic industry decreased by
3,022 tons from 2004 to 2006 and inventories increased slightly. The datain the Final Commission
Report indicates that the market share of the domestic industry increased very dightly from 2004 to 2006,
going from *** percent to *** percent. Moreover, the Report indicates that the domestic market share
increased in interim 2007 to *** percent. However, as explained earlier, the market share calculation is
based on the apparent U.S. consumption quantities which, NewPage has argued, are understated due to
misclassification of subject imports. Subject imports market share grew from *** percent in 2004 to ***
percent in 2006. During this period, the NewPage data indicates that the potential misclassification of
subject importsisrelatively small. However, the misclassification could be significantly understating
subject import’ s absolute level and market share for interim 2007, when the reported data show that
subject imports declined by *** percent from interim 2006 and their market share dropped back down to
2004 levels.

During the POI, the domestic industry lost employees and productivity improved significantly,
going from 282.9 tons per 1,000 hours worked in 2004 to 351.0 tons per 1,000 hours worked in 2006.
However, productivity gains were not accompanied by any increased wages to production workers that
remained employed. The number of production workers dropped from 8,110 in 2004 to 6,666 in 2006
and continued to decline into interim 2007 where the number of production workers was reported to be
6,641. This17.8 percent reduction in workers from 2004 to 2006 was matched by a 17.2 percent
reduction in hours worked. However, wages paid dropped even more precipitously by atotal of 28.8
percent from 2004 to 2006. This drop in wages reflected not only the reduction in work force, but also a

2 CRat V-37toV-42; PRat V-13to V-14.

38



drop in average wages from $29.70 per hour to $25.51 per hour, a decrease in hourly wages of 14.1
percent.

In examining the impact of subject imports on the domestic industry, along with negative effects
on profits, cash flow and return on investment, the list of statutory factors that the Commission is required
to consider includes negative effects on employment and wages. It isimportant to note that negative
effects on employment and wages translate into positive effects on the domestic industry’ s profits, cash
flow and return on investment. Thus, to the extent that the domestic industry props up profits through
reductions in work force and reduction in wages, the negative effects on the domestic workers are masked
if the analysis of impact focuses solely on the financia statements of producers of the domestic like
product. In this case, the workers in the domestic industry have been injured as evidenced by lost jobs,
lost wages and a decline per hour wage rates. The domestic industry provided testimony that the
reductions in work force were directly related to the unfair competition from subject imports.> Mr.
Tyrone, Newpage Vice President of Sales and Marketing, testified that, while it was true that shutdowns
involve the least productive machines, and the number 7 machine at the Luke, Maryland mill ran with
relatively low productivity, it was “undeniably true’ that were it not for the level of subject imports the
L uke number 7 machine “would be running today” .%*

While some reductions in work force, particularly when accompanied by restructuring,
rationalization or modernization, may occur, it is not usual for the workers that remain to see significant
reductionsin hourly wages. When asked about thisinjury to the domestic workers that are still employed,
Mr. LaCosse, representing the United Steel Workers Union responded that:

In some cases, people have been asked to take a reduction in wages because we're being told at
the facilities when we're in the collective-bargaining process that the employers are saying: We
just can no longer compete and pay these wages if we're going to continue to run these facilities.
So we'rereally faced with two choices: We either reduce their labor costs through the
collective-bargaining process, or we see our member ship declining even further because they're
going to shut the machinery down.

Improvementsin productivity should not have to come at the expense of lost jobs. Productivity
should be a partnership between employers and employees. Increased investment by employers, coupled
with work force dedication to improve productivity, should lead to shared benefits as reduced costs allow
businesses to compete more effectively for market share and employees can retain their jobs as production
levelsincrease. Thisisnot happening in the CFSPindustry. The productivity gainsin the CFSP industry
have allowed some, but not enough, improvement in the industry’ s bottom line while employees are
suffering layoffs and reduced wages.

The data available to the Commission indicate that the actual negative impact on domestic
workersishuge. From 2004 to 2006, 1,444 production and related workers have been eliminated from
CFSP operations. The total hours of employment in CFSP operations have declined by 17.2 percent, or
2,935,000 hours. This reduction in work force and hours worked represents $87,170,000 in lost wages
based on the 2004 average hourly wage rate of $29.70. Then, in addition to thisinjury to workers that
have lost their jobs, the remaining workers have experienced a reduction in hourly wages of 14.1 percent,
or $4.19 per hour. This represents an additional $59,368,000 in lost wages.

Through a combination of price increases that exceeded the increases in the cost of raw materials
and massive cost cutting measures the domestic industry was able to climb out of a net operating |oss
position and move its net operating income into the black. The domestic industry had an operating loss of
$243,037,000 in 2004. In 2005 and 2006 the industry generated an operating profit, reaching

% Hearing transcript, pp. 36, 76, 81, 86, 99-100.
4 Hearing transcript, p. 103.
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$167,034,000 in 2006. The 2006 net operating income represented a ratio to net sales revenue of 3.8
percent. A significant factor contributing to the improved operating income of the domestic industry was
an increase in its average unit value of net sales. The net sales AUV increased from $820 in 2004 to $894
in 2006, an increase of 9.0 percent. However, thisincrease in the AUV of net sales cannot account for all
of the improvement in net operating income of the domestic industry. In addition, the industry was able
to reduce its labor costs, factory overheads (factory costs other than labor and raw materials®) and SG& A
expenses by over $292 million.

Respondents point to the improved net operating income of the domestic industry as evidence
that it has not been materially injured. | do not agree with the Respondents. While the domestic industry
has been able to increase some of its prices and has been able, with the help of these price increases and
cost cutting measures, to move its ratio of operating income from a negative in 2004 to 3.8 percent in
2006, the 3.8 percent operating income s clearly insufficient. Although the industry might be able to
raise its prices at agreater rate than its costs are increasing, if that increase in pricesis not sufficient to
produce a reasonable operating income, then the industry is facing a profit squeeze from somewhere. In
this case, with relatively strong demand, massive restructuring with associated cost reductions and greatly
improved productivity, there is no evidence that points to any reason for the inability of the domestic
industry to generate at least a bare bones reasonable profit other than the existence of unfairly traded
subject imports. Absent unusual levels of non-operating income, it is clear that net operating income that
does not cover interest expense will lead to net income losses. This makes the domestic CFSP industry
particularly vulnerable to injury from subject imports.

While | do not want to get into the arena of determining what would or would not be a reasonable
profit level for the industry, the record shows that the 2006 net operating income is not reasonable. This
is clear when the level of net operating income is compared to interest expense of the domestic industry.
Although the domestic industry was able to increase its net operating income to $167 million in 2006, its
interest expense was $210 million. The respondents seem to argue that the Commission should disregard
interest expense since it is not accounted for as an operating expense and it does not enter into any of the
traditional measures that the Commission has used to describe relative profitability, such as the ratio of
net operating income to net sales. Although the domestic industry argued that the 2006 operating income
eguates to areturn on investment of 3.1 percent, which iswoefully short of its cost of capital, and | agree
with that argument, it is not necessary to evaluate the overall cost of capital to determine that the
industry’ s improved operating incomeis still unreasonably low and that its inability to cover itsinterest
expense will lead inevitability to its demise. While determining a reasonable target for the industry’s
operating income may be an arguably subjective exercise, there is nothing subjective about comparing the
industry’ s net operating income to its interest expense that supports the debt capital which is employed in
the financing of CFSP production assets.

C. The Application of Bratsk

The Federa Circuit in Bratsk Aluminum Smelter v. United States requires that we undertake an
additional analysis of non-subject importsin certain circumstances. Specifically, the Court has directed
that:

[w]here commodity products are at issue and fairly traded, price competitive, non-subject
imports are in the market, the Commission must explain why the elimination of subject
imports would benefit the domestic industry instead of resulting in the non-subject

% The line item for “raw materials’ in the variance analysisin the Final Staff Report includes oil and natural gas
costs. (See CR at p. V-1).
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imports’ replacement of the subject imports' market share without any beneficial impact on the
domestic producers.®

| perform the analysis required as part of my consideration of factors other than subject imports which
may be injuring the domestic industry to assure that the material injury presently incurred by the domestic
industry is*“by reason of” subject imports. However, | note, as explained below, that a mandatory finding
of either benefits to the domestic industry or elimination of subject imports upon the imposition of an
Order is not required, or even consistent, with the statute.

Thereis no statutory provision that would allow the Commission or the Department of Commerce
to dispense with relief on any grounds once subject imports have been found to be causing present injury.
Furthermore, there is no statutory requirement that a duty imposed as aresult of an affirmative
determination result in removal of subject imports from the U.S. market or eliminate the injury incurred
by the domestic industry. In fact, the statute recognizes that an industry may remain injured even after an
order isissued. The purpose of antidumping and countervailing duty ordersis not to “eliminate’ the
subject merchandise from the domestic market but rather to impose remedia duties to ensure that the
subject merchandise is sold at fairly traded prices. It isnot unusual for substantial volumes of the subject
merchandise to continue to enter the United States following the imposition of an antidumping or
countervailing duty order.?

Notwithstanding my disagreement with the basic “elimination of subject imports’ and “benefit”
presumptions of the Court’ s decision, | have applied the Court’ s directive to the facts of this case.

Under Bratsk and Caribbean Ispat, the obligation to apply the “replacement/benefits’ analysis“is
triggered whenever the antidumping investigation is centered on a commodity product, and price
competitive non-subject imports are a significant factor in the market.” While CFSP can exhibit varying
characteristics of thickness and brightness, all CFSP is used for high quality printing. The record is clear
that price is the most important differentiating factor in purchasing decisions and all parties agree that
CFSPisacommodity product. In these investigations, non-subject imports represented alarger volume
of the total imports entering the U.S. market during the POI than did the subject imports. Non-subject
imports accounted for between *** percent and *** percent of total imports (on a quantity basis), over
this period.” Non-subject imports exceed the volume of subject imports, which | have found to be
significant. There are no outstanding anti-dumping or countervailing duty orders on non-subject imports
and no evidence that they are unfairly traded. Finally, with regard to being price competitive, CFSPisa
commodity product and commodity products are price competitive by definition. Thus, the Bratsk
triggering factors are satisfied.

Since | find that both triggers of the Bratsk test are satisfied, | must now determine whether non-
subject imports would have fully replaced subject imports, without a benefit to the domestic industry
during the POI.

An examination of major non-subject supplying countries indicates that they were not likely to
have fully replaced subject imports. Non-subject producers in Korea were operating at *** to *** percent
of their capacity during the POI. Their unused capacity was less than *** tons throughout the POI.
Moreover, Korean non-subject imports would not have entered the U.S. at sufficiently low pricesto
prevent U.S. producers from capturing some of the market vacated by subject imports. The AUV of non-
subject Korean imports *** the U.S. producers total AUVs*** and were *** the AUV’s of subject
imports throughout the POI.

2 Caribbean Ispat, 450 F.3d at 1341, quoting Bratsk, 444 F.3d at 1373.

%" Consequently, the counterfactual analysis that underpins the Federal Circuit’s analysisin Bratsk —the
compl ete absence of the subject merchandise from the domestic market — is neither the purpose or, frequently, the
effect of the antidumping and countervailing duty statutes.

% CR/PR at Table IV-3.
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Canada, aformerly significant exporter of CFSP to the U.S. market, now has a very insignificant
amount of CFSP capacity production left. During the POI, Canada s total exports (and exportsto the
U.S)) fell by almost 50 percent, and Canada was a substantial net importer of CFSP.?° Canadian unused
capacity equaled only *** tonsin 2006.

Unlike subject imports, imports from Finland increased only slightly during the POI. Finnish
production capacity remained stable over the POl and is projected to increase only slightly in 2007 and
2008. The Finnish CFSP industry is export oriented; however, in 2006, U.S. imports of CFSP from
Finland accounted for just 10.2 percent of total Finnish exports.® Thus, the United States, which is not
among Finland’ s top three export markets, has not been atarget for any significant increase in imports
from Finland. Data gathered by the Commission which included non-subject products indicated
relatively low prices for imports from Finland. However, data gathered specific to CFSP indicated that
the exports of subject product to the United States from Finland were at AUV’ sthat *** the AUV’ s of
subject imports throughout the POI.

Germany’ s exports to the United States fell by 15 percent over the POI. 1n 2006, U.S. imports of
CFSP from Germany accounted for only *** percent of total U.S. imports and 7.6 percent of total
German exports. Germany’s production capacity remained stable over the POI and is projected to
increase only dlightly in 2007 and 2008, and its capacity utilization rate rose from *** percent in 2004 to
*** percent in 2006.%* Import values specific to CFSP obtained by the Commission indicated AUV’ s that
were *** gither subject imports or domestic shipments.

The Commission also received information on production and exports of CFSP on Ahistrom’s
plantsin France and Italy and Sappi’ s plants in Austria, Belgium, Germany, Netherlands and the United
Kingdom. Exports from those companies carried AUV’ sthat *** the AUV’ s of subject imports and
domestic shipments throughout the POI.

The devaluation of the U.S. dollar relative to the Euro and the Canadian dollar during the POI
a so constrained European suppliers from entering the U.S. market in significantly increased volumes. As
noted by Petitioner, from November 2005 to September 2007, the Euro appreciated by 18 percent against
the U.S. dollar.®* A weaker U.S. dollar tends to make exporting to the United States from countries with
relatively strong currencies less attractive for producers in those countries.

Moreover, even it was possible for non-subject imports to completely replace subject imports,
U.S. producers would still have benefitted from such replacement because non-subject imports were
generaly sold at higher prices than subject imports. Thus, the replacement of low priced subject imports
with higher priced non-subject imports would have relieved the downward pressure on U.S. producers
prices from the lower priced subject imports, thereby benefitting the domestic industry.

For these reasons | find that the elimination of subject imports from the U.S. market would not
have resulted in replacement by non-subject imports with no benefit to the domestic industry.

D. Conclusion

The record in this proceeding indicates that the domestic CFSP industry isvulnerableand is
suffering material injury. Thereis substantial evidence the subject imports are causing thisinjury dueto
their volume and price effects which prohibit the domestic industry from earning sufficient income from
its operations to even cover itsinterest expense. Moreover, employment in the domestic industry has
suffered significant declines both in the absolute level of jobs and wages, but also in average wages for
the employees that continue to work in the industry. No other factors, including the existence of non-

¥ CR/PR at Table VII-19.

¥ CR/PR at VI1I-46.

3L CR/PR at VI11-49.

% Petitioner’ s Posthearing Brief, Questions & Answers at 50.
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subject imports, can explain the injury to the domestic industry while the causal effect of subject imports
in reducing domestic profits and employment is clear. Accordingly, I find that the CFSP industry in the
United States is materially injured by reason of subject imports from China, Indonesia and Korea.
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PART |: INTRODUCTION

BACKGROUND

These investigations result from a petition filed by NewPage Corp. (“NewPage’), Dayton, OH,*
on October 31, 2006, alleging that an industry in the United Statesis materially injured and threatened
with material injury by reason of subsidized and less-than-fair-value (“LTFV") imports of coated free
sheet (“CFS") paper? from China, Indonesia, and Korea. Information relating to the background of the
investigations is provided below.?

Effective date

Action

October 31, 2006

Petition filed with Commerce and the Commission; institution of Commission
investigations (71 FR 64983, November 6, 2006)

November 27, 2006

Commerce’s notices of initiation of the countervailing duty and antidumping
investigations (71 FR 68546 and 71 FR 68537, respectively)

December 22, 2006

Commission’s preliminary determinations (71 FR 78464, December 29, 2006)

April 9, 2007 Commerce’s preliminary countervailing duty determinations for China, amended (72 FR
17484); Indonesia (72 FR 17498); and Korea (72 FR 17507, amended 72 FR 26074,
May 8, 2007)

May 2, 2007 Alignment of the final countervailing duty determinations for China, Indonesia, and
Korea with the final antidumping duty determinations (72 FR 24277)

May 8, 2007 Commerce’s amended preliminary countervailing duty determination for Korea (72 FR
26074)

June 4, 2007 Commerce’s preliminary antidumping duty determinations for China (72 FR 30758),
Indonesia (72 FR 30753), and Korea (72 FR 30766)

June 4, 2007 Scheduling of final phase of Commission’s investigations (72 FR 36719, July 5, 2007)

October 17, 2007

Commerce’s final antidumping and countervailing duty determinations: letter from
Commerce received October 23, 2007; Federal Register notices of October 25, 2007:
countervailing duty determinations for China (72 FR 60645), Indonesia (72 FR 60642),
and Korea (72 FR 60639) and Commerce’s final antidumping duty determinations for
China (72 FR 60632, October 25, 2007), Indonesia (72 FR 60636, ), and Korea (72 FR
60630)

October 18, 2007

Commission’s hearing*

November 20, 2007

Commission’s vote

December 6, 2007

Commission’s views transmitted to Commerce

! A list of witnesses that appeared at the Commission’s hearing is presented in app. B.

! NewPage began operating as an independent company on May 2, 2005. Its operations consist of the former
Printing and Writing Papers Business of MeadWestvaco Corp. Petition, p. 2, n. 1.

2 A complete description of the imported products subject to these investigations is presented in the Subject
Product section of this part of the report.

® Federal Register notices cited in the tabulation since the Commission’ s preliminary determinations are

presented in app. A.
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STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT

Section 771(7)(B) of the Tariff Act of 1930 (the “Act”) (19 U.S.C. § 1677(7)(B)) providesthat in
making its determinations of injury to an industry in the United States, the Commission—

shall consider (I) the volume of imports of the subject merchandise, (1)
the effect of imports of that merchandise on pricesin the United States
for domestic like products, and (I11) the impact of imports of such

mer chandise on domestic producers of domestic like products, but only
in the context of production operations within the United Sates; and . . .
may consider such other economic factors as are relevant to the
determination regarding whether there is material injury by reason of
imports.

Section 771(7)(C) of the Act (19 U.S.C. § 1677(7)(C)) further provides that--

In evaluating the volume of imports of merchandise, the Commission
shall consider whether the volume of imports of the merchandise, or any
increase in that volume, either in absolute terms or relative to production
or consumption in the United Satesis significant.

In evaluating the effect of imports of such merchandise on prices, the
Commission shall consider whether . . . (1) there has been significant
price underselling by the imported merchandise as compared with the
price of domestic like products of the United States, and (1) the effect of
imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have
occurred, to a significant degree.

In examining the impact required to be considered under subparagraph
(B)(D)(I11), the Commission shall evaluate (within the context of the
business cycle and conditions of competition that are distinctive to the
affected industry) all relevant economic factors which have a bearing on
the state of the industry in the United States, including, but not limited to
... (I) actual and potential declinesin output, sales, market share,
profits, productivity, return on investments, and utilization of capacity,
(1) factors affecting domestic prices, (111) actual and potential negative
effects on cash flow, inventories, employment, wages, growth, ability to
raise capital, and investment, (IV) actual and potential negative effects
on the existing devel opment and production efforts of the domestic
industry, including efforts to develop a derivative or more advanced
version of the domestic like product, and (V) in {an antidumping
investigation}, the magnitude of the margin of dumping.

Information on the subject merchandise, margins of dumping and subsidies, and domestic like
product is presented in Part |. Information on conditions of competition and other relevant economic
factorsis presented in Part I1. Part Il presents information on the condition of the U.S. industry,
including data on capacity, production, shipments, inventories, and employment. The volume and pricing
of imports of the subject merchandise are presented in Parts IV and V, respectively. Part VI presents
information on the financial experience of U.S. producers. The statutory requirements and information
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obtained for use in the Commission’s consideration of the question of threat of material injury are
presented in Part VII.

THE U.S. COATED FREE SHEET PAPER MARKET

Petitioner NewPage is one of several producers of CFS paper in the United States. CFS paper
represents *** percent of NewPage' s annual salesin the facilities where it manufactures CFS paper. The
subject merchandise isimported by a number of mill agents, independent brokers, and paper merchants.
Some of the importers (mill agents, in particular) are related to subject manufacturers of CFS paper.

Approximately 40 producers manufacture CFS in China, although the majority do not export
subject merchandise to the United States. The Indonesian industry, in comparison, is much smaller,
consisting of only two related producers of substantial size. Several companies manufacture CFS paper in
Korea; *** reported exporting subject merchandise to the United States during the period examined.

Most sales of both domestically produced and imported CFS paper are made to paper merchants.
Paper merchants, in turn, typically sell directly to end users, a substantial portion of which are
commercial printers. Leading markets for CFS paper are direct mail, catal ogues, books, magazines, and
labels and wraps.

SUMMARY DATA

A summary of data collected in these investigations for the CFS paper market in the United States
is presented in appendix C. The period examined during the final phase of the investigations is January
2004 through June 2007. U.S. industry data are based on gquestionnaire responses of 11 firms that
accounted for virtually al U.S. production of CFS paper during 2006. U.S. imports are calculated
from both questionnaire responses (for China, in part, Indonesia and Korea) and from official Commerce
data (for China, in part, and all other sources).

PREVIOUSAND RELATED INVESTIGATIONS

The Commission has not previously conducted an import injury investigation concerning CFS
paper. During 1991, the Commission conducted antidumping duty investigations on coated groundwood
paper* from Austria, Belgium, Finland, France, Germany, Italy, the Netherlands, Sweden, and the United
Kingdom (Inv. Nos. 731-TA-486-494). The Commission determined that the subject imports did not
injure the domestic coated groundwood paper industry.®

4 The product subject to investigation was defined by Commerce as “ paper coated on both sides with kaolin
(China clay) or other inorganic substances (e.g., calcium carbonate), of which more than ten percent by weight of the
total fiber content consists of fibers obtained by mechanical process, regardless of (1) basis weight (e.g., pounds per
ream or grams per one square meter sheet); (2) GE brightness; or (3) the form in which it is sold (e.g., reels, sheets,
or other forms).” Paperboard was excluded from the scope of the investigations. See, e.g., Notice of Final
Determination of Sales at Less Than Fair Value: Coated Groundwood Paper from Germany, 56 FR 56385,
November 4, 1991.

® Coated Groundwood Paper from Austria, Belgium, Finland, France, Germany, Italy, the Netherlands, Sweden,
and the United Kingdom (Inv. Nos. 731-TA-486-494 (Preliminary)), USITC Publication 2359, February 1991, p. 3;
and Coated Groundwood Paper from Belgium, Finland, France, Germany, and the United Kingdom (Inv. Nos. 731-
TA-487-490 and 494 (Final)), USITC Publication 2467, December 1991, p. 3.
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NATURE AND EXTENT OF SUBSIDIESAND SALESAT LTFV

On October 25, 2007, Commerce published noticesin the Federal Register of itsfinal
determinations that countervailable subsidies are being provided to certain producers and exporters of
CFS paper in China, Indonesia, and Korea. A summary of the net countervailable subsidy rates (in
percent ad valorem) are presented in table I-1. The country-specific programs investigated by Commerce,
along with net subsidy rates for those programs found to be countervailable, by firms, are identified and
presented in tables |-2-1-4.

Table I-1
CFS paper: Summary of Commerce’s net countervailable subsidy rates

Net subsidy rate

Country Firm (percent ad valorem)
China® Gold East Paper (Jiangsu) Co., Ltd. 7.40
Shandong Chenming Paper Holdings Ltd. 44.25
All others 7.40
Indonesia PT. Pabrik Kertas Tjiwi Kimia Thk and PT. Pindo Deli Pulp and
Paper Mills 22.48
All others 22.48
Korea EN Paper Mfg., Ltd. 0.04 (de minimis)
Hansol Paper Co., Ltd. 0.17 (de minimis)
Kyesung Paper Co., Ltd. (and its affiliate Namhan Paper Co.,
Ltd. 1.46
Moorim Paper Co. Ltd. (and its affiliate Moorim SP Co., Ltd.) 0.00
All others 1.46

1 On June 13, 2007, Shandong Chenming Paper Holdings, Ltd. withdrew its participation in Commerce’s
investigation. The firm also withdrew its previously submitted business proprietary information from Commerce’s
record.

Source: Coated Free Sheet Paper from the People’s Republic of China: Final Affirmative Countervailing Duty
Determination, 72 FR 60645, October 25, 2007; Coated Free Sheet Paper from Indonesia: Final Affirmative
Countervailing Duty Determination, 72 FR 60642, October 25, 2007; and Coated Free Sheet Paper from the
Republic of Korea: Notice of Final Affirmative Countervailing Duty Determination, 72 FR 60639, October 25, 2007.




Table I-2

CFS paper: Subsid
be countervailable,

y firms

programs in China investigated by Commerce and rates for those found to

Net subsidy rate
(percent ad valorem)

Subsidy program Type Gold East | Chenming
1 “Other subsidies” for Chenming Grants ® 411
2 State Key Technology Renovation Project Fund Grants ) 411
3 | Clean Technology Production Fund Grants * 411
4 Famous Brands Grants ® 411
5 Policy loans Government-
provided loans 411 4.11
6 “Two Free/Three Half” program Income tax 0.76 0.76
7 Income tax exemptions programs for FIEs based on Income tax
location 0.76 0.76
8 Local income tax exemption and reduction program Income tax 0.15 0.76
9 Income tax credits on purchases of domestically Income tax
produced ® 0.76
10 | VAT rebates on purchases of domestically produced VAT
equipment 0.08 1.51
11 | VAT and tariff exemptions on imported equipment VAT 151 151
12 | Domestic VAT refunds ﬁfor companies located in VAT
Hainan Economic Development Zone) 0.04 151
13 | Direction adjustment tax on fixed assets Income tax ® 0.76
14 | Income tax exemption program for export-oriented FIEs | Income tax ® 0.76
15 Colgporate income tax refund program for reinvestment Income tax )
of FIE ®) 0.76
16 | Preferential tax policies for FIEs engaged in forestry Income tax
and @) 0.76
17 | Preferential tax policies for enterprises engaged in Income tax
forestry @) 0.76
18 | Special Fund for Projects for the Protection of Natural Grants
Forestry @) 411
19 | Compensation Fund for Forestry Ecological Benefits Grants ®) 411
20 | Discounted loans for export-oriented enterprises Government- )
provided loans ) 411
21 | Subsidies to input suppliers ® ® @)
22 | Debt-to-equity swap for APP China ® ® @)
23 | Exemption from payment of staff and worker benefits
for export-oriented enterprises @) * *
Total net subsidy rate 7.41 44.25

Source: “Commerce CVD Issues and Decision Memorandum” for China, October 17, 2007, pp. 3-16.

> Not applicable/available. ) ]
5 Programs determined not to have been used or not to have provided benefits for Gold East.
. Programs determined to be not countervailable for Gold East.

Program determined to be terminated.
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Table I-3
CFS paper: Subsidy programs in Indonesia investigated by Commerce and rates for those
found to be countervailable, for TK/PD

Net subsidy rate for TK/PD
Subsidy program (percent ad valorem)

1 Government of Indonesia (“GOI”) provision of standing timber for

less than adequate remuneration 14.21
2 GOlI’s log export ban 3.11
3 Subsidized funding for reforestation (Hutan Tanaman Industria or

HTI Program): “Zero Interest” rate loans 0.01
4 Debt forgiveness through the GOI's acceptance of instruments that

had no market value 0.75
5 Debt forgiveness through SMG/APP’s buyback of its own debt from

GOl 4.40
6 Subsidized funding for reforestation (Hutan Tanaman Industria or @)

HTI Program): Government Capital Infusions Into Joint Venture

Forest Plantation
7 Subsidized funding for reforestation (Hutan Tanaman Industria or A

HTI Program): Commercial rate loans

Total net subsidy rate 22.48

! Program determined to be not countervailable.
2 Program determined to be not used.

Source: “Commerce CVD Issues and Decision Memorandum” for Indonesia, October 17, 2007, pp. 18-47.




Table I-4
CFS paper: Subsidy programs in Korea investigated by Commerce and rates for those found to
be countervailable, by firms

Net subsidy rate
(percent ad valorem)

Subsidy program Kyesung Hansol Moorim EN Paper
1 Poongman restructuring 0.88 ®) @) @)
2 Export and Import Credit Financing from KEXIM O 0.11 @) @)
3 Sale of pulp for less than adequate remuneration 0.09 0.06 0.00 0.04
4 Sales of pulp from raw material reserve for less than
adequate remuneration ®) ® 0.005 @)
5 Reduction to taxes for operation in regional and
national industrial complexes 0.005 ® ® ®
6 Duty drawback on non-physically incorporated items
and excess loss rate 0.35 ® @) @)
7 Loans under the industrial base fund 0.14 ® @) @)
8 Export loans by commercial banks under KEXIM’s
Trade Bill Rediscounting Program @) 0.00 0.00 A
9 D/A loans issued by the KDB and other government-
owned banks ®) 0.00 0.00 @)
10 Long-term lending provided by the KDB and other
GOK-owned institutions ® ® A A
11 Direction of credit to the pulp and paper industry ® ® ® ®
12 Usance loans issued by the KDB and other
government-owned banks ® ® @) A
13 | Shinho restructuring ® ® A A
14 | Trade financing under the ACCL Program * * @) @)
15 Commercial paper loans under the ACCL Program ® ® ® ®
16 Corporate procurement loans under the ACCL
Program ®) ©) @ @
17 Electronically processed secured receivable loans ® ® ® ®
18 Funds for production of basic materials or parts ® ® ® ®
19 | Loans under the KDB’s Rediscount Program @) @) @) @)
Total net subsidy rate 1.46 0.17 0.00 0.04

! Not applicable.

2 No benefit to the company because the the benchmark interest rate is lower than the interest rates that the
company actually paid.

® Programs determined to be not countervailable.

4 Program did not constitute countervailable trade financing.

® Programs are not measurable and do not require a countervailable finding.

® Programs not used by respondents.

" Program determined to be terminated.

Source: “Commerce CVD Issues and Decision Memorandum” for Korea, October 17, 2007, pp. 8-28.
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On October 25, 2007, Commerce published notices in the Federal Register of itsfinal
determinations of salesat LTFV for China, Indonesia, and Korea. The weighted-average antidumping
duty margins are presented in table 1-5.°

Table I-5
CFES paper: Summary of Commerce’s antidumping duty margins

Weight average
antidumping duty margins

Country Firm (percent ad valorem)
China! GE'’s Collapsed Entity? 21.12
Yanzhou Tianzhang Paper Industry Co., Ltd. 21.12
PRC-wide rate 99.65
Indonesia PT. Pabrik Kertas Tjiwi Kimia Tbk, PT. Pindo Deli Pulp and Paper
Mills, and PT. Indah Kiat Pulp and Paper Thk 8.63
All others 8.63
Korea EN Paper Mfg., Ltd. 12.31

Hankuk Paper Mfg. Co., Ltd.

0.47 (de minimis)

Hansol Paper Co., Ltd.

0.97 (de minimis)

Kyesung Paper Co., Ltd.

31.55

Moorim Paper Co. Ltd. and Moorim SP Co., Ltd.

1.05 (de minimis)

All others

18.70

' On June 11, 2007, Shandong Chenming Paper Holdings, Ltd. withdrew its participation in Commerce's investigation. The
firm also withdrew its previously submitted business proprietary information from Commerce's record.

2 Gold East Paper (Jiangsu) Co., Ltd.-Gold Hua Sheng Paper (Suzhou Industry Park) Co., Ltd.-China Union (Macao
Commercial Offshore) Company Ltd. China Union is not a producer of CFS paper but is an affiliate to Gold East Paper and
Gold Hua Sheng. 72 FR 30761, June 4, 2007.

As shown in the table, Commerce determined that four firms (Hankuk, Hansol, Moorim Paper, and
Moorim SP) were not selling CFS paper at LTFV./

® Final Determination of Sales at Less Than Fair Value: Coated Free Sheet Paper from the People’s Republic of
China, 72 FR 60632, October 25, 2007; Notice of Final Determination of Sales at Less than Fair Value: Coated
Free Sheet Paper from Indonesia, 72 FR 60636, October 25, 2007; and Notice of Final Determination of Sales at
Less Than Fair Value: Coated Free Sheet Paper from the Republic of Korea, 72 FR 60630, October 25, 2007.
Commerce published an “1ssues and Decision Memorandum for Final Determination” for its LTFV investigations

concerning China, Indonesia, and Korea; each memorandum has been placed on the Commission’ s record of these
investigations.

" Hankuk is, however, subject to the Korea “all others’ subsidy margin and is, accordingly, classified asa
manufacturer of subject product for the purpose of these investigations. For convenience, throughout this report the
term “nonsubject” with respect to Koreais used to refer to CFS paper manufactured by Hansol, Moorim Paper and
Moorim SP and the term “subject” is used to refer to merchandise manufactured by all other Korean producers.
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THE SUBJECT PRODUCT
Commerce has defined the imported merchandise subject to investigation as:®

The merchandise covered by each of these investigations includes coated
free sheet paper and paperboard of a kind used for writing, printing or
other graphic purposes. Coated free sheet paper is produced from
not-more-than 10 percent by weight mechanical or combined
chemical/mechanical fibers. Coated free sheet paper is coated with
kaolin (China clay) or other inorganic substances, with or without a
binder, and with no other coating. Coated free sheet paper may be
surface-colored, surface-decorated, printed (except as described below),
embossed, or perforated. The subject merchandise includes single- and
double-side-coated free sheet paper; coated free sheet paper in both
sheet or roll form; and isinclusive of all weights, brightness levels, and
finishes. Theterms"wood free"® or "art"*° paper may also be used to
describe the imported product.

Excluded fromthe scope are: (1) coated free sheet paper that is
imported printed with final content printed text or graphics; (2) base
paper to be sensitized for use in photography; and (3) paper containing
by weight 25 percent or more cotton fiber.™

During these final phase investigations, petitioner filed a request for scope clarification with
Commerce, requesting that Commerce clarify that the scope of the investigation includes CFS paper

8 Coated Free Sheet Paper from the People’ s Republic of China: Final Affirmative Countervailing Duty
Determination, 72 FR 60645, October 25, 2007; Coated Free Sheet Paper from Indonesia: Final Affirmative
Countervailing Duty Determination, 72 FR 60642, October 25, 2007; Coated Free Sheet Paper from the Republic of
Korea: Notice of Final Affirmative Countervailing Duty Determination. 72 FR 60639, October 25, 2007; Final
Determination of Sales at Less Than Fair Value: Coated Free Sheet Paper from the People’ s Republic of China, 72
FR 60632, October 25, 2007; Notice of Final Determination of Sales at Less than Fair Value: Coated Free Sheet
Paper from Indonesia, 72 FR 60636, October 25, 2007; and Notice of Final Determination of Sales at Less Than
Fair Value: Coated Free Sheet Paper from the Republic of Korea, 72 FR 60630, October 25, 2007.

® The term, wood free, which is used in other countries such as Canada, is synonymous with free sheet and
denotes a paper that has been made principally from chemical pulp.

19 In this context, art paper is a highly finished coated paper designed to be printed with halftones. Halftones are
photo-engraved printing plates that typically are reproductions of photographs or other objects having a gradation of
tones. The Dictionary of Paper, 4" ed.

" Respondents from Indonesia requested that Commerce exclude from the scope of its investigations cast-coated
free sheet paper. Commerce determined that it was not appropriate to exclude cast-coated free sheet paper from the
scope of itsinvestigations. 72 FR 30754, June 4, 2007. Cast coating is a process where additional coating is added
to web rolls which are then cast against polished drums resulting in a glass-like, ultra smooth surfaced used in high
definition printing, labels, and digital imaging. The process was reported to have been developed by a predecessor
firm to Smart Papers LL, a U.S. manufacturer; the technology is available in alimited number of millson a
worldwide base. Hearing transcript, pp. 43-44 (Needham). Indonesian manufacturers produce cast coated CFS
paper; Chinadoes not. Indonesian respondents’ posthearing brief, p. 13.
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containing hardwood bleached chemi-thermo-mechanical pulp (“BCTMP”).%? Petitioner argued that
while the scope of the investigation defines CFS paper as “ produced from not-more-than 10 percent by
weight mechanical or combined chemical/mechanical fibers,” this language is “definitional rather than
exclusionary—that is, it defines what is normally considered to be coated free sheet, but it does not by its
terms exclude coated free sheet that contains more than 10 percent semi-chemical pulp.”*®* (BCTMPis
considered to be a semi-chemical pulp.) Petitioner asserted that clarification of the scopeis necessary in
order to prevent circumvention of possible antidumping and countervailing duty orders.** Commerce
determined not to make the clarification requested by the petitioner.” ** Counsel for the Chinese
manufacturers argues that the result of the Commerce ruling is to classify imports of coated free sheet
paper containing more than 10 percent BCTMP as nonsubject merchandise.*

U.S. Tariff Treatment

CFS paper is generally imported under the Harmonized Tariff Schedule of the United States
(“HTS") statistical reporting numbers 4810.13.1900, 4810.13.2010, 4810.13.2090, 4810.13.5000,
4810.13.7040, 4810.14.1900, 4810.14.2010, 4810.14.2090, 4810.14.5000, 4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090, and is free of duty under the general duty rate.®* Table I-6 shows
selected provisions of the HTS that itemize the classification of CFS paper. These categories require that
the merchandise be “ paper and paperboard of a kind used for writing, printing or other graphic purposes.”
Because such end-use descriptions may cause confusion for some users, some subject imports may be
incorrectly entered under other HTS subheadings (e.g., 4810.31, 4810.32, which apply to coated kraft
paper). CFS paper was also shown to be misclassified by importers under other HTS subheadings
(particularly, 4811.59.20 and/or 4811.90.80, which apply to plastic-coated paper and other specialty

2 King & Spalding submission, September 11, 2007, p. 2. The request for clarification of the scope was
originaly filed with Commerce on August 20, 2007. Commerce rejected the filing because it contained new factual
information and was filed after the deadline for submitting such information. The filing was resubmitted on
September 10, 2007, with new factual information deleted.

B |pid., p. 8.
“ |pid., p. 5.

15 72 FR 60645, October 25, 2007; 72 FR 60642, October 25, 2007; 72 FR 60639, October 25, 2007; 72 FR
60632, October 25, 2007; 72 FR 60636, October 25, 2007; and 72 FR 60630, October 25, 2007. For further
information see Commerce's “ Scope Memorandum” (October 17, 2007 memorandum to Stephen J. Claeys, Deputy
Assistant Secretary for Import Administration entitled "Scope Clarification Request: NewPage Corporation™) which
is appended to Commerce’s October 17, 2007, “Issues and Decision Memorandum” for its subsidy investigation
concerning China.

18 In its Scope Memorandum Commerce cited two reasons for its determination to not clarify the scope at this
time: (1) “the scope language draws a clear line at ‘ not more than 10 percent by weight mechanical or combined
chemical/mechanical fibers,’” and Commerce “read the language ‘ bleached chemithermomechanical’ pulp literaly;”
and (2) “the request for clarification was not filed until August 20, 2007, less than two months before the deadlines’
for the final determinations and Commerce “could not accept new factual information submitted in support of or in
opposition to the clarification request.” Scope Memorandum, p. 9.

7 Hearing transcript, p. 320 (Morgan).

18 Although the HTS subheadings are provided for convenience and customs purposes, the written description of
the scope of these investigations is dispositive.
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Table I-6
Coated free sheet paper: Tariff rates, 2007

Col. 1 Col. 2
General* Special Col. 22
Selected
HTS provisions Article description Rates (percent ad valorem)
4810 Paper and paperboard, coated on one or both
sides with kaolin (China clay) or other inorganic
substances, with or without a binder, and with no
other coating, whether or not surface-colored,
surface-decorated or printed, in rolls or rectangular
(including square) sheets, of any size:
Paper and paperboard of a kind used for
writing, printing or other graphic purposes, not
containing fibers obtained by a mechanical or
chemi-mechanical process or of which not
more than 10 percent by weight of the total
fiber content consists of such fibers:
4810.13 In rolls:
Of a width exceeding 15 cm:
Weighing not more than 150
g/m=:
4810.13.1900 Other.................. Free 37%
4810.13.20 Weighing more than 150 g/m? . . Free 42%
4810.13.2010 Coated on one side only. . . .
4810.13.2090 Other..................
Other:
4810.13.50.00 Printed, embossed or perforated. Free 30%
4810.13.70 Other.................. Free 30%
4810.13.7040 Other..............
4810.14 In sheets with one side not exceeding 435
mm and the other side not exceeding 297
mm in the unfolded state:
With one side exceeding 360 mm and
the other side exceeding 150 mm in
the unfolded state:
Weighing not more than 150 g/m?
Other ..................
4810.14.1900 Weighing more than 150 g/m? Free 37%
4810.14.20 Coated on one side only. . . . Free 42%
4810.14.2010 Other..................
4810.14.2090 Other
Printed, embossed or perforated
4810.14.5000 Free 30%
Other..................
4810.14.70 Free 30%
Other ..............
4810.14.7040
4810.19 Other:
Weighing not more than 150 g/m?:
4810.19.1900 Other .......... ... ... ...... Free 37%
4810.19.20 Weighing more than 150 g/m? Free 42%
4810.19.2010 Coated onone sideonly .. ....
4810.19.2090 Other .....................

! Normal trade relations, formerI?/ known as the most-favored-nation duty rate.

2 Applies to imports from a smal

Source: Harmonized Tariff Schedule of the United States (2007).

number of countries that do not enjoy normal trade relations duty status.
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papers) during the period examined (January 2004-June 2007)."° See appendix D of this report for
additional discussion of the misclassification of U.S. imports of CFS paper.

THE DOMESTIC LIKE PRODUCT

The Commission’ s determination regarding the appropriate domestic product that is“like” the
subject imported product is based on a number of factors, including (1) physical characteristics and uses;
(2) common manufacturing facilities and production employees; (3) interchangeability; (4) customer and
producer perceptions; (5) channels of distribution; and, where appropriate, (6) price.

Petitioner contended during the preliminary phase of the investigations that the domestic like
product is coextensive with the scope of the subject merchandise as defined by Commerce, which
includes both single-side-coated (or C1S) and double-side-coated (or C2S) CFS paper in “both sheet and
roll form” regardless of the weight, brightness level, and/or finish.?® Respondents stated at the
Commission’ s conference that they did not contest the definition of the domestic like product for the
purpose of the Commission’s preliminary investigations.? In its preliminary views, the Commission
found that there is a single domestic like product coextensive with the scope of these investigations.??
Petitioner indicated in its prehearing brief that there is no new information on the record that would
suggest a different like domestic product finding.” Chinese and K orean respondents likewise contend
that a single domestic like product is appropriate.?

Physical Characteristicsand Uses

As noted in the scope, the imports subject to these investigations are paper or paperboard of a
kind intended for writing, printing, or other graphic purposes. Earlier investigations by the Commission
found paper to be a“ highly ubiquitous commodity with many applications and nearly as many
varieties.”* According to the report of the earlier investigations, graphic papers are differentiated by the
surface characteristics of the paper and the processes by which their wood fibers are obtained, and the

19 Other possible HTS statistical reporting numbers where product may be misclassified are the groundwood
paper categories (4810.29.1000, 4810.29.7040, and 4810.99.1000). Petitioner’s posthearing brief, app. 1, p. 23.
Indonesian respondents al so suggest that importers could misclassify subject merchandise under the HTS statistical
reporting numbers used for packaging applications (4810.92.1200). Indonesian respondents’ posthearing brief, p. Q-
11

2 petitioner’ s postconference brief, p. 6.
2L Conference transcript, pp. 185-186 (Morgan and Cameron).

22 Coated Free Sheet Paper from China, Indonesia, and Korea (Inv. Nos. 701-444-446 (Preliminary) and 731-
TA-1107-1109 (Preliminary), USITC Publication 3900, December 2006, pp. 7 and 23 (n. 3). Information gathered
during the preliminary phase of these investigations regarding differences and similarities between the subject
products, and coated groundwood and uncoated free sheet, are presented in the Domestic Like Product Issues
section of the Commission’s preliminary report. Both products are categories within the hierarchy of graphics
papers identified above that are in certain respects similar to CFS paper. 1bid., pp. 1-10-1-14.

% petitioner’ s posthearing brief, pp. 5-8.

2 Chinese respondents and Unisource' s posthearing brief, Responses to Questions from the Commission, pp. 1-3,
and Korean respondents’ postconference brief, app. A, p. 1. Korean respondents note that no party has argued that
CFS web rolls and sheets (forms of CFS paper) are separate domestic like products within the scope. Ibid.

% Coated Groundwood Paper from Belgium, Finland, France, Germany, and the United Kingdom, Inv. Nos. 731-
TA-487-490 and 494 (Fina), USITC Publication 2467, December 1991, p. A-4.
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industry segments graphic papers based on these characteristics.?® This fundamental hierarchy for graphic
papers, which is shown below, remains unchanged.

Coated free sheet— clay coated paper predominately composed of chemically obtained fibers (90
percent or more by weight), used primarily for permanent and higher priced publications such as
premium magazines, gift books, and art reproductions.

Uncoated free sheet— similar in composition to coated freesheet but without coating and used
primarily for xerographic paper, printing, drawing, and writing paper (e.g., letterhead, stationery).

Coated groundwood- clay coated paper made with substantial proportions of mechanically
derived pulp, generally used for multi-colored publications that remain in use from several days
to amonth — primarily magazines, merchandising catal ogues, and better quality newspaper
inserts.

Uncoated groundwood— similar in composition to coated groundwood but without the coating,
used primarily for directory stock, lesser quality drawing and writing paper, black and white
publications, and relatively short-lived color publications, such as newspaper inserts.

Newsprint— alow quality uncoated groundwood paper designed exclusively for newspapers and
similar publications commonly disposed of within a day.?

Table |-7 presents recent U.S. production statistics for various grades of coated and uncoated paper.

% Coated Groundwood Paper from Belgium, Finland, France, Germany, and the United Kingdom, Inv. Nos. 731-
TA-487-490 and 494 (Fina), USITC Publication 2467, December 1991, p. A-4. These terms are genera industry
usage, not found inthe HTS.

27 |pid., p. A-6.
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Table I-7
Paper and paperboard: U.S. production of various grades, 2004-06

Item 2004 2005 2006
Production (1,000 short tons)

Coated paper:

Free sheet 4,652 4,626 4,968
Groundwood 4,737 4,704 4,517
Total 9,389 9,330 9,485
Coated bristols® (paperboard) 687 616 612

Uncoated free sheet paper:

Bond and writing 5,171 5,143 5,265
Forms bond 1,103 1,041 1,002
Offset 3,049 2,875 2,933
Envelope 1,318 1,256 1,271
Other 1,914 1,701 1,833
Total 12,555 12,016 12,304

! The term, “bristol”, is a general term for solid or laminated heavyweight printing paper which is 6 points (.006 inch) or more in
thickness although industry sources indicate that the U.S. market usually requires a caliper of ten points (.010 inch).

Source: AF&PA Statistics, 2007.

CFS paper is gtill the highest quality segment of the five major types of graphic paper. All coated paper,
whether groundwood or free sheet, is used for printing purposes as the clay coating provides an
exceptionally smooth, bright surface for printing. Smoothness, opacity, brightness, printability, and
finish?® are important performance specifications for CFS paper. End-use products/markets for CFS paper
reportedly include the following:

End use Shares (percent)
Commercial printing -
Catalogues *xx
Books -
Magazines *okk
Labels and wraps ok
Other! ok
* Includes annual and other financial reports; color copy paper; base stock for gift wrap and greeting cards; other advertising
materials (inserts, flyers, coupons); other business products; and some comic books.
Source: *** as presented in petitioner's postconference brief, exh. 1, p. 20.

% xxx  Staff field trip report, NewPage, November 17, 2006, p. 1.
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M anufacturing Processes

CFS paper is manufactured in basis weights ranging from *** (500 sheets measuring 25" x 38")
or *** grams per square meter.” Reportedly, the minimum basis weight for CFS paper is about ***
pounds because below that weight CFS paper would lack the necessary opacity.* The weight of the
coating adds at least 6.5 pounds per side and typically 8 to 9 pounds per side to the basis weight of CFS
paper, and the total coating weight can be as much as 30 to 40 pounds for premium C2S products.®

The principle upstream product of CFS paper iswood pulp. Hardwood pulp is the predominant
component of CFS paper,* as the shorter hardwood fibers are necessary for adequate smoothness.
However, some softwood fiber, which is generally longer than hardwood fiber, is necessary to maintain
the strength of the sheet during production.®

In atypical operation, pulpwood, once debarked, enters a chipper which chipsit into uniformly
sized chips.* Next, digesters cook the wood chipsin a chemical solution, which separates the cellulose
fibers from lignin and other non-cellulosic substances.® The resulting wood pulp is then washed,
bleached, and refined in preparation for papermaking operations.

CFS paper is typically made on conventional fourdrinier paper machines.®* A highly diluted
solution of wood pulp is pumped through the machine’ s headbox®” and onto the wire. Water drains by
gravity through the wire and/or by suction from the top as the wire advances, forming aweb or sheet on
thewire. At the end of the wire, the web is picked off the wire by revolving nylon felts, which deliver it
to the press section. The press section consists of as many as four sets of closely spaced steel rollers
which press water out of the web as it passes through the nip between each set of rollers. Upon exiting
the press, the web of paper, which is now able to support itself, enters the dryer section.® The steam-
heated cylinders of the dryer remove the remaining moisture from the paper asit laps over and under
successive cylinders.

» Basisweight is atraditional industry measure of the weight of paper, expressed as the weight in pounds of a
ream of paper (traditionally 500 sheets) of agiven size (the basis). ***. Metric paper weights are always expressed
in terms of grams per square meter. ***,

% Staff field trip report, NewPage, November 17, 2006, p. 1.
3 Staff field trip report, NewPage, November 17, 2006, p. 1.

32 xx*

¥ Industry & Trade Summary — Wood Pulp and Waste Paper, USITC Publication 3490, 2002, p. 4.
% Staff field trip report, NewPage, November 17, 2006, p. 1.

% The term kraft denotes the chemical process by which the wood fiber is pulped in a solution of caustic soda and
sodium sulfide. Because the kraft (a.k.a. sulfate) process produces a very strong pulp, it is the most important
chemical pulping process. It isnoted for its high quality and strength and is a primary component of many grades of
paper.

% Named for the French man who helped popularize the design, all fourdrinier machines have a continuous loop
of bronze mesh screen, the “wire.” Typically, the wireis oriented horizontally and looped around rollers at both
ends. Asthewire revolves, adiluted solution of pulp is spread across the surface of the wire at one end. Water
drains through the wire as it advances, thereby forming the sheet. In this fashion, a continuous sheet of paper can be
formed.

% The head box extends across the wire and delivers the pulp to the wire through many small openings, orifices,
or nozzles.

% Conventional dryers consist of a number of steam-heated cylinders (30 to 60 inches in diameter) arranged in
two or moretiers. The wet paper typically passes over and under successive cylinders.
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At this stage, the paper is ready to be coated and, if necessary, calendered.®* Coating equipment
may beinstaled in line with the paper machine (i.e., on-machine) or completely separate from the paper
machine (i.e., off-machine). If on-machine equipment is used, the paper enters the coating equipment as
it exits the dryer section. If not, the paper is wound onto large reels as it comes out of the dryers on the
paper machine and is subsequently delivered to off-machine coaters. In either case, the essential elements
of the coating and calendering processes are the same. The principal component of the coating is often
kaolin clay, but other elements such as different clays, calcium carbonate, titanium dioxide, latex,
starches, dyes, lubricants, thickeners, plastic pigments, cast release agents, rheological control agents, pH
control agents, optical brighteners, and biocides may beincluded.* Coatings are mixed in coating
preparation equipment in amill’s coating “kitchen” and pumped directly to the appropriate paper machine
or off-machine coater.

Next, as the web of paper advances through the coater, athin even coat is applied to one side,*
after which the web continues through a large gas-fired convection dryer to dry the coating. If aC2S
product is being made, the sheet continues looping in such a manner as to position the other side of the
paper for coating in a second coater identical in al respectsto thefirst. For C1S products, the web of
paper is simply routed to bypass the second coater. Exiting the coater, the paper is rewound on large
reels.

Once coated, CFS paper may be calendered with the amount of calendering used dependent on
the requirements of the product being made. Gloss grades are calendered the most, satin grades are
calendered some, and matte grades are not calendered at all. The calenders, which are stacked, alternating
hard (steel) and soft (plastic) rollers are used to increase the density, smoothness, and gloss of the paper.
The combination of coating formulation and calendering regimen control the finish of the final sheet of
paper.*

After coating and calendering, the reels of CFS paper are hoisted by large, overhead cranesto a
rewinder which unwinds each reel, dlits the web to the appropriate widths, and rewinds the resulting
narrow webs onto paperboard cores. Rolls are produced in awide range of widths depending on the
width of the presses for which the paper isintended.* In the U.S. market, CFS paper is sold both in sheet
form and roll form, because commercial printers use both sheet-fed and web-fed offset lithographic
presses.* If the CFS paper isto be sold in roll form, the rolls are delivered from the rewinder to the roll
finishing areawhere they are wrapped and labeled for transport.

If the CFS paper isto be sold in sheet form, production entails one additional step. CFSrolls
from the rewinder are delivered to a sheeter, which converts the paper from rollsto sheets. A CFSrall is
mounted on aroll stand at the upstream end of the sheeter. Asthe roll advances through the sheeter,
rotary knives cut theroll at regular intervals perpendicular to the direction of travel, thereby creating
sheets. Large (i.e., wide) sheeters may also dlit the roll longitudinally in addition to the perpendicular cuts
being made by the rotary knives. The output from a sheeter is automatically stacked and counted in ream
quantities on pallets. It isestimated that approximately 25 to 30 percent of the U.S. CFS paper

® A calender isaset or “stack” of hardened rolls typicaly resting one on the other in avertical stack. Paper is
passed between some or al of the rolls to increase the smoothness and gloss of its surface. The Dictionary of Paper,
4" ed. sv. “calender.”

0 Actual coating formulations may be closely guarded proprietary trade secrets. ***, *** producers
guestionnaire response, p. 7, and *** response, p. 6.

4Lxxx. %% % producers: questionnaire response, p. 7; and The Dictionary of Paper, 4" ed.
42 Staff field trip report, NewPage, November 17, 2006, p. 1.

43 x %%

44 %% %
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output is destined for sheet-fed presses.® CFS paper intended for sale to commercial printers using web-
fed pressesis somewhat different than that intended for sheet-fed presses. Rolls for the web offset market
have higher heat resistance, lower moisture content, and different coating formulations in order to
withstand the heat from the web offset printing process. Sheets made for sheet-fed presses generally have
ahigher moisture content than do web rolls.*®

DATA ON TYPES OF CFSPAPER

Respondents raised the issue during the preliminary phase of the investigations as to whether
competition between U.S.-produced CFS paper and imports of subject merchandiseis attenuated. See, for
example, the Chinese manufacturers and Unisource’ s postconference brief where they assert that web
rolls constitute a* distinct market segment,” and the Korean respondents’ postconference brief where they
contend that the domestic industry does not face what they label as “significant competition” from subject
imports within the web roll “segment” of the U.S. market.” Petitioner emphasized that CFS paper isa
commoadity product and that respondents “ offer no evidence” that “they {the respondents} are actually
blocked from competing for sales of web rolls.”*® The Commission in its preliminary views indicated that
it intended to more fully examine the question of attentuated competition between the subject imports and
the domestic like product.*

Petitioner continues in the final phase of these investigations to label CFS paper as a commaodity
product™ and argue that competition between subject imports and domestic production is not attenuated.
It points out that there are various types of CFS paper with product available in differing brightness
levels (or grades) and in arange of basisweights. Further, CFS paper may be coated with a variety of
formulations on either one or two (both) sides.** Respondents again point to the forms in which CFS
paper is produced and sold (i.e., as web rolls, sheeter rolls, or sheets) and disparities in shares of quantity
shipped by form among sources.

Table I-8 presents data on domestically produced and imported CFS paper web rolls, sheeter
rolls, and sheets. Asshown, about three-quarters of U.S. shipments of CFS paper produced in the United
Statesisin the form of web rolls while most offshore CFS paper isimported as a sheet. Sheeter rolls
accounted for aminor share of shipments from any source. With respect to subject merchandise, no web
rolls were imported from either the Indonesian or the subject Korean manufacturers; web rolls accounted
for lessthan *** percent of U.S. importers shipments from China. Web rolls were, however, imported in
relatively higher volumes from nonsubject sources other than Korea.®® Dataon U.S. importers

% Conference transcript, p. 13 (Cameron), and staff field trip report, NewPage, November 17, 2006, p. 2.
4 Hearing transcript, p. 133 (Reindl), p. 187 (Gallagher), p. 188 (Reindl), and pp. 225 and 227 (Davis).

47 Chinese manufacturers and Unisource' s postconference brief, pp. 4-10; and K orean respondents’
postconference brief, pp. 8-11 and app. A (pp. 2-5). Chinese manufacturers and Unisource further asserted that
there are additional factors that differentiate subject imports from domestically produced CFS paper. Chinese
manufacturers and Unisource's postconference brief, pp. 10-13.

“8 Petitioners postconference brief, pp. 7, 37-41, and exh. 1 (pp. 21-37).

“ Coated Free Sheet Paper from China, Indonesia, and Korea (Inv. Nos. 701-444-446 (Preliminary) and 731-
TA-1107-1109 (Preliminary), USITC Publication 3900, December 2006, pp. 7 and p. 23 (n. 3).

% Petitioner’ s prehearing brief, p. 29.

% Data on U.S. shipments of both domestically produced and imported CFS paper coated on one side (C1S) and
on two sides (C2S) are availablein app. E.

%2 One distributor indicated at the Commission’s hearing that most CFS paper from Europe is imported in web
form using break bulk shipping vessels specifically designed to transport web rolls. Hearing transcript, p. 275
(Hedrick) and pp. 332-334 (Hedrick and Aronica). Japanese CFS paper is aso produced in web form. Hearing

(continued...)
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Table I-8
Coated free sheet paper: U.S. shipments, by source and by product type, 2004-06, January-June
2006, and January-June 2007

Calendar years January-June

ltem 2004 2005 2006 2006 2007

Quantity (short tons)

U.S. shipments of domestic production:*

Web rolls 3,458,358 3,468,994 3,661,976 1,785,685 1,772,561
Sheeter rolls *kk ok *xk kk xk
Sheets Kok Kok Kok *okk *kk

Total 4,448,468 4,452,976 4,627,631 2,281,839 2,275,591

U.S. shipments of imports from China:

Web rolls ok ok - ok ok
Sheeter rolls *kk ok *xk kk xk
Sheets Kok Kok Kok *kk *kk

Total ok - ok ok -

U.S. shipments of imports from Indonesia:

Web rolls *kk *kk ok ok ok
Sheeter rolls ok ok ok ok -
Sheets Kokk Kokk Hokk Fkk Fkok

Total Kokk Hokk Hkk Fkok Hkok

U.S. shipments of imports from Korea (subject):

Web rolls *kk *kk ok ok ok
Sheeter rolls ok Hokk ok ok -
Sheets Kokk Kokk Hkk Fkk Fkok

Total Kokk Hokk Hkk Hkk Hkok

Subtotal for imports from all subject sources:

Web rolls *kk *kk ok ok ok
Sheeter rolls ok ok Hhk ok -
Sheets Kokk Kokk Hokk Fkok Fkok

Total Kokk Hokk Hkk Fkok Hkok

Table continued on next page.

%2 (...continued)
transcript, p. 323 (Hunley). Nonsubject manufacturersin Korea did not report the export of any web rolls during the
period examined.

1-18



Table 1-8--Continued

Coated free sheet paper: U.S. shipments, by source and by product type, 2004-06, January-June

2006, and January-June 2007

Calendar years

January-June

Item

2004

2005

2006

2006

2007

Quantity (short tons)

U.S. shipments of imports from Korea (nonsubject):

Web rolls

*kk

*kk

*kk

*k%

*%%

Sheeter rolls

*k%

*k%

*k%

*%%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

*kk

*kk

*kk

*k%

*%k%

U.S. shipments of imports from all other nonsubject sources:

Web rolls

*kk

*kk

*kk

*k%

*%%

Sheeter rolls

*k%k

*k%

*k%

*%%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

*kk

*kk

*kk

*k%k

*%k%

Subtotal for imports from all nonsubject sources:

Web rolls

*kk

*kk

*kk

*k%

*%k%

Sheeter rolls

*kk

*k%

*k%

*%%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

*kk

*kk

*k%k

*k%

*%k%

Total for imports from all sources:

Web rolls

*kk

*kk

*kk

*k%

*%%

Sheeter rolls

*kk

*k%

*k%

*%k%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

*kk

*kk

*k%

*k%

*%k%

Share of quantity (percent)

U.S. shipments of domestic production:*

Web rolls

7.7

77.9

79.1

78.3

77.9

Sheeter rolls

*kk

*k%

*k%

*k%

*%%

Sheets

*k%

*kk

*k%k

*%k%

*%%

Total

100.0

100.0

100.0

100.0

100.0

Table continued on next page.
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Table 1-8--Continued

Coated free sheet paper: U.S. shipments, by source and by product type, 2004-06, January-June

2006, and January-June 2007

Item

Calendar years

January-June

2004

2005

2006

2006

2007

Share of quantity (percent)

U.S. shipments of imports from China:

Web rolls

*kk

*kk

*kk

*k%

*%%

Sheeter rolls

*k%

*k%

*k%

*%%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

100.0

100.0

100.0

100.0

100.0

U.S. shipments of imports from Indonesia:

Web rolls

*kk

*kk

*kk

*k%

*%%

Sheeter rolls

*k%

*k%

*k%

*%%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

100.0

100.0

100.0

100.0

100.0

U.S. shipments of imports from Korea (subject):

Web rolls

*kk

*kk

*kk

*k%

*%%

Sheeter rolls

*kk

*k%

*k%

*%%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

100.0

100.0

100.0

100.0

100.0

Subtotal for imports from all subject sources:

Web rolls

*k%

*kk

*kk

*k%

*%%

Sheeter rolls

*k%k

*k%

*k%

*%%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

100.0

100.0

100.0

100.0

100.0

U.S. shipments of imports from Korea (nonsubject):

Web rolls

*kk

*kk

*kk

*k%

*%%

Sheeter rolls

*k%k

*k%

*k%

*%k%

*%%

Sheets

*kk

*kk

*kk

*kk

*kk

Total

100.0

100.0

100.0

100.0

100.0

Table continued on next page.
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Table I-8--Continued
Coated free sheet paper: U.S. shipments, by source and by product type, 2004-06, January-June
2006, and January-June 2007

Calendar years January-June

ltem 2004 2005 2006 2006 2007

Share of quantity (percent)

U.S. shipments of imports from all other nonsubject sources:

Web rolls — *xx - — *xk
Sheeter rolls o *xk *xk *xk *xk
Sheets Hokk *kk *xk *kk *xk

Total 100.0 100.0 100.0 100.0 100.0

Subtotal for imports from all nonsubject sources:

Web rolls — *xx - — *xk
Sheeter rolls o - - *xk *xk
Sheets Hokk *kk *xx *xk *xk

Total 100.0 100.0 100.0 100.0 100.0

Total for imports from all sources:

Web rolls —_— *xx - — *xk
Sheeter rolls o - - . *xk
Sheets Hokk *kk *xk *xk *xk

Total 100.0 100.0 100.0 100.0 100.0

! Does not include data for Pasadena.

Source: Compiled from responses to Commission questionnaires.

shipments, by product type, including value and unit value data, are presented in appendix E. Dataon
exports to the United States, by product type, reported by foreign producers are available in Part VII of
this report.

Petitioner argues that subject imports of CFS paper in sheet form “compete directly or indirectly”
with web roll (whether domestically produced or imported).> Korean respondents continue to argue that
there are “significant differences’ between CFS web rolls and sheets that “make it virtually impossible’ to
use web rolls on sheet-fed presses. Further, according to Korean respondents, commercial web presses
“simply cannot” use sheets.> Chinese respondents concur, stating that “{ c} ompetition between web rolls
and sheetsis effectively non-existent because the volume of subject rolls has been and will continue to be

% Petitioner’ s prehearing brief, pp. 32-33. See also petitioner’s prehearing brief, pp. 36-40 for their assessment of
the flexibility in input paper and type of presses used.

% K orean respondents’ prehearing brief, pp. 13-17. Testimony by respondents concerning the number of printing
plants that maintain both sheet fed and web presses was presented at the Commission's hearing. Hearing transcript,
pp. 353-356 (Dragone and Davis).
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insignificant. The type of printing press an end-user has - not price - determines whether they can use
web rolls or sheets.”> See Part I for adiscussion based upon responses to Commission questionnaires of
the extent to which printers can use CFS in multiple forms in both web-fed and sheet-fed printing presses.

% Chinese respondents and Unisource's prehearing brief, p. 5.
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PART II: CONDITIONSOF COMPETITION IN THE U.S. MARKET
U.S. MARKET SEGMENTSCHANNELSOF DISTRIBUTION

Shipments to distributors by U.S. producers increased from *** percent of U.S. producers U.S.
shipmentsin 2004 to *** percent of U.S producers’ U.S. shipmentsin 2006. Shipments to distributors of
imports from Chinaincreased from *** percent of U.S. shipments of those importsin 2004 to *** percent
of such shipmentsin 2006. Shipments to distributors of imports from Indonesia decreased from ***
percent of U.S. shipments of those importsin 2004 to *** percent of such shipmentsin 2006. Shipments
to distributors of subject imports from Korea decreased from *** percent of U.S. shipments of those
imports in 2004 to *** percent of such shipmentsin 2006. One importer (Unisource) reported that there
may also be a paper broker that arranges for adirect sale from aforeign manufacturer to an end user or
from a manufacturer to a paper merchant.*

Petitioner claims that both the domestic product and the subject imports are sold to distributors
and end users for the same types of applications.? There is some overlap of customers of U.S. producers
and subject importers. *** . Among importers from the subject countries, *** were adl listed as
customers. There was awide variety of smaller printers also listed as customers by importers from each
of the subject countries, but there was no clear overlap of these customers.

Paperlinx indicates that Korean producers are more competitive on the West Coast because U.S.
producers are reluctant to ship product west of the Rockies.®> Responding U.S. producers reported that in
2006, 81.1 percent of their shipments of CFS paper were to the eastern and Midwest regions and 9.6
percent of their shipments to the western region, ranging from 5.3 percent of their shipments of sheeter
roll to 9.5 percent of their shipments of sheets. Responding importers reported that in 2006, about ***.

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply
Domestic Production

The supply response of CFS paper producers to changes in price depends on such factors as the
level of excess capacity, the availability of alternate markets for U.S.-produced CFS paper, inventory
levels, and the ability to shift to the manufacture of other products. Based on available information, U.S.
CFS paper producers are likely to respond to changes in demand with moderate changes in the quantity
shipped to the U.S. market. Supply responsiveness is enhanced by the production alternatives and
availability of someinventories and constrained by alimited ability to use aternative markets and the
unavailability of unused capacity.

Industry capacity
U.S. producers' capacity utilization increased from 91.7 percent in 2004 to 94.8 percent in 2006.

Thislevel of capacity utilization indicates that U.S. producers have little, if any, unused capacity with
which they could increase production of CFS paper in the event of a price change.

! Conference transcript, p. 144 (Dragone).
2 Conference transcript, p. 48 (Jones).
% Conference transcript, p. 100 (Anderson).
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Alternative markets

Exports by U.S. producers, as ashare of total shipments, increased from 5.8 percent in 2004 to
7.0 percent in 2006. These dataindicate that U.S. producers have alimited ability to divert shipmentsto
or from alternative markets in response to changes in the price of CFS paper.

Inventory levels

The ratio of end-of-period inventoriesto U.S. total shipments decreased from 12.5 percent in
2004 to 12.4 percent in 2006. These dataindicate that U.S. producers have some inventories they could
use as a means of increasing shipments of CFS paper to the U.S. market.

Production alternatives

Eight of ten responding U.S. producers reported using the actual machinery and equipment used
to make CFS paper in the production of other products, including uncoated free sheet paper, coated and
uncoated groundwood paper, and kraft paper.

Subject Imports

The responsiveness of supply of imports from China, Indonesia, and subject Korean producers to
changesin pricein the U.S. market is affected by such factors as capacity utilization rates and the
existence of home markets and other export markets. Based on available information, producers in China,
Indonesia, and Korea are likely to respond to changes in demand with moderate changes in the quantity of
shipments of CFS paper to the U.S. market. Supply responsivenessis enhanced by the production
aternatives, availability of someinventories, and some ability to shift shipments from aternative markets
and constrained by alimited ability to use inventories and the unavailability of unused capacity .

Industry capacity

During the period of investigation, the capacity utilization rate for Chinese producers of CFS
paper decreased from *** percent in 2004 to *** percent in 2006. The capacity utilization rate for
producers in Indonesiaincreased from *** percent in 2004 to *** percent in 2006. The capacity
utilization rate for subject producers in Korea decreased from *** percent in 2004 to *** percent in 2006.
These levels of capacity utilization indicate that subject producers have very little, if any, unused
capacity with which they could increase production of CFS paper in the event of a price change, except
for *** producers which has some unused capacity.*

Alternative markets

Shipments of CFS paper from Chinato the markets other than the United States decreased from
approximately *** percent of total shipmentsin 2004 to *** percent in 2006. Shipments of CFS paper
from Indonesia to the markets other than the United States decreased from approximately *** percent of
total shipmentsin 2004 to *** percent in 2006. Shipments of CFS paper from subject K orean producers
to markets other than the United States increased from approximately *** percent of total shipmentsin

4 Note that Indonesian producers reported total capacity while Chinese and subject Korean producers allocated
capacity for CFS paper. Therefore some of the Indonesians' ability to use available capacity depends on demand for
other products produced on the same equipment.
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2004 to *** percent in 2006. Available data indicate that subject producersin China, Indonesia, and
Korea have some ahility to divert shipments to or from alternative markets in response to changesin the
price of CFS paper.

Production alternatives

Subject foreign producers aso reported using the actual machinery and equipment used to make
CFS paper in the production of other products, including uncoated free sheet paper, and coated and
uncoated groundwood paper.

Inventory levels

Inventories of subject producers in China, as a share of their total shipments, increased from ***
percent in 2004 to *** percent in 2006. Inventories of subject producersin Indonesia, as a share of total
shipments, increased from *** percent in 2004 to *** percent in 2006. Inventories of subject producers
in Korea, as ashare of their total shipments, increased from *** percent in 2004 to *** percent in 2006.
These dataindicate that foreign producers have avery limited ability to use inventories as a means of
increasing shipments of CFS paper to the U.S. market.

U.S. Demand

Based on the available information it is likely that changesin the price level of CFS paper will
result in a moderate change in the quantity of CFS paper demanded. The main contributing factors to the
small degree of responsiveness of demand is the moderate, but limited substitutability of other products
for coated free sheet and the moderate to high cost share of CFS paper in its end uses.

Demand Characteristics

CFS paper is sold in three forms: web rolls, sheeter rolls, and sheets. The product is sold to be
used in printed materials requiring high-gloss pages, including books, catalogues, magazines, posters,
signage, playing cards, and packaging. Petitioner reported that approximately 40 percent of its businessis
accounted for by commercial printing, which includes annual reports and direct mail.

When asked how overall demand for CFS paper has changed since January 2004, al five
responding U.S. producers, 14 of 24 responding importers, and one of three responding
producer/importers® stated that demand has increased.” The increase in demand was most commonly
attributed to economic growth and its effect on advertising and the publication of corporate financial
reports. Also, petitioner indicates that CFS paper industry is acyclical industry whose cycle generally
follows the macro economy as awhole.® However, one importer (Unisource) indicated that although
there used to be a very close correlation between paper consumption and GDP, paper consumption

® Conference transcript, p. 92 (Tyrone).

¢ “Producer/importer” refers to responses to general questions regarding the U.S. market for CFS paper by three
firms (***) that responded to both the producer and importer questionnaire.

7 Seven responding importers and one responding producer/importer reported that demand was unchanged and
two responding importers and one responding producer/importer reported that it has decreased. One responding
producer/importer reported that demand had both increased and decreased.

8 Petitioner’ s posthearing brief, exh. 1, Questions from Commissioners.
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disconnected from GDP about 12 years ago.® A representative from Printing Industries of America
indicated that this disconnect mainly occurred because of increased use of the internet.’® He indicated
that while some targeted advertising mail, direct mail using coated free sheet has benefitted from
combined internet marketing with direct mail. Demand has, however, declined for book publishing and
financial publishing.** Unisource added that the coated free sheet side of the business has shown better
than average growth because of the growing demand for direct mail catalogs.'?

Figure 11-1 compares nominal and real annual RISI pricesfor No. 1 sheet and No. 3 roll with real
GDP growth. In the past 12 years (1995 to 2006), the correlation coefficient between both real and
nominal RISI prices and GDP growth ranged from 0.21 to 0.29. Between 2004 and 2006 the correlation
coefficient between the real No. 1 sheet price and GDP growth was 0.99 while the correlation coefficient
between the nominal and real No. 3 sheet prices and GDP growth was -1.00 in both cases.®

Fourteen of 33 responding purchasers indicated that demand for their firm’'sfinal products
incorporating CFS paper has been unchanged since 2004. Twelve responding purchasers indicated that
demand had increased for their final products incorporating CFS paper and the remaining seven
responding purchasers indicated that demand for these products had decreased.

Petitioner indicates that in its opinion, commercial printing makes up avery large portion of the
industry’s end use for coated free sheet and that the fastest-growing subsegment within commercial
printing is direct mail.** Unisource also indicated that demand may be shifting more towards coated free
sheet in web roll form, as roll production becomes more efficient.”

Substitute Products

All responding U.S. producers and producer/importers, 12 of 19 responding importers, and 22 of
33 responding purchasers indicated that there were at least some substitutes for CFS paper. Coated
groundwood paper and uncoated free sheet paper were named most often; other possible substitutes
named included high-yield board, super-calendared papers, plastic, coated bristols, electronic media, fine
art paper, and film for packaging.

However, some market participants reported that this substitutability is limited. Petitioner
indicated that once arecurring publication has launched, it is reluctant to switch from using CFS paper
and in instances when a change is made it is usually done slowly.*® Oneimporter (Unisource) reported
that substitutability between coated free sheet and coated groundwood paper is limited because coated
groundwood paper is not readily available in sheet form.” One purchaser (***) indicated that coated
groundwood paper can be substituted, but the product reverts or yellows over a period of time.

® Hearing transcript, p. 269-270 (Dragone).
1 Hearing transcript, p. 270 (Davis).

™ Hearing transcript, p. 271 (Davis).

2 Hearing transcript, p. 271 (Dragone).

3 There is no correlation coefficient for nominal No.1 sheet price and GDP growth between 2004 and 2006 since
there isno variation in the nominal No. 1 sheet price during that period.

4 Conference transcript, p. 75 (Tyrone).
15 Conference transcript, p. 162 (Dragone).
!¢ Conference transcript, p. 75 (Tyrone).
7 Conference transcript, p. 164 (Dragone).
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Figure II-1
Coated free sheet paper: RISI price data and GDP growth
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Sources: U.S. Bureau of Economic Analysis, Bureau of Labor Statistics, and RISI (from exhibit 14 of
Petitioner’s posthearing brief).

Three of 6 responding U.S. producers, 2 of 3 responding producer/importers, 4 of 18 responding
importers, and 8 of 29 responding purchasers reported that the price of substitutes can affect prices of
CFS paper, citing time lags of up to three months. In particular, one producer, two importers and one
purchaser specifically reported that groundnut-coated grades affect the price of CFS paper. One
producer, one importer, and two purchasers indicated that prices between CFS paper and its substitutes
tend to move together. Two importers reported that price increases of substitutes will have the strongest
impact on the lower end of the market.

Cost Share

The reported share of total cost of end uses made up of CFS paper varied by end uses, but wasin
the moderate to high range for most end uses. Various purchasers indicated that the CFS paper makes up
about 14 percent to 40 percent of the total cost of commercial printing, from 20 percent to 55 percent of
the total cost of magazine production and from 30 percent to 100 percent of the total cost of catalogues.

SUBSTITUTABILITY ISSUES

The degree of substitution between domestic and imported CFS paper depends upon such factors
asrelative prices, quality (e.g., grade standards, reliability of supply, defect rates, etc.), and conditions of
sale (e.g., price discounts/rebates, |ead times between order and delivery dates, payment terms, product
services, etc.). Based on available data, staff believes that there is a moderate degree of substitutability
between domestically produced CFS paper and CFS paper produced by subject sources.
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Factor s Affecting Purchasing Decisions

Purchasers were asked a variety of questions to determine what factors influence their decisions
when buying CFS paper. Information obtained from their responses indicates that both quality and price
are important factors.

Asindicated in table I1-1, price was hamed by 13 of 45 responding purchasers as the number one
factor generally considered in deciding from whom to purchase CFS paper, and as the number two factor
by 11 purchasers and the number three factor by 16 other responding purchasers. Also, asindicated in
tables11-2 and I1-3, all but five of the responding purchasers (***) indicated that price was a“very
important” factor in their purchase decisions for CFS paper.’® Twenty responding purchasers indicated
that the lowest-priced CFS paper “usually” will win asale, 19 reported “ sometimes,” seven reported
“never,” and three reported “aways.”*

Quality was named by 13 of the 45 responding purchasers as the number one factor generally
considered in deciding from whom to purchase CFS paper, as the number two factor by 10 purchasers,
and the number three factor by eight other responding purchasers. All but three responding purchasers
(***) indicated that quality meeting industry standards was a “very important” factor in their purchasing
decision for CFS paper. Also, 12 of 45 responding purchasers indicated that quality exceeding industry
standards was a “very important” factor. Twenty-four of 44 responding purchasers reported that they
require their suppliers to become certified or pre-qualified for at least some of their purchases. Five of 43
responding purchasers indicated that since 2004 some domestic or foreign producers failed in their
attempts to certify or qualify their CFS paper or have lost their approved status. Two purchasers (***)
named Chenming, two purchasers (***) named Asia Pulp and Paper, and one purchaser named NewPage.
One purchaser (***) named NewPage as a supplier who failed in its attempts to certify or qualify their
CFS paper.

All but four responding purchasers indicated that availability was a“very important” factor in
their purchasing decisions of CFS paper. Nine of 45 responding purchasers reported that availability was
the highest factor in their purchasing decisions, 12 purchasers reported it as the number two factor, and 7
responding purchasers reported it as the number three factor. Reliability of supply was named asa“very
important” factor by al but three responding purchasers and reliability was named as either the number
two or number three factor used in purchasing decisions by eight purchasers. All but one responding
purchaser indicated that product consistency was a*“very important” factor in their purchasing decisions
of CFS paper, although only two purchasers reported it as one of its top three factors used in purchasing
decisions (reported under “other™).

Petitioner indicates that branding plays arolein purchasers decisions to buy CFS paper.
However, petitioner also stated that producing private label brands for merchants is not necessarily a good
option for producers because the private label brand competes with the manufacturer’s own brand, and
often at alower price.? Two importers reported that the opportunity for brand development is an
important factor. One importer reported that many customers only use one brand of CFS paper.? This

8 However, two of these purchasers (*** and ***) indicated that price was the number two factor generally
considered in deciding from whom to purchase CFS paper and two of these purchasers (*** and ***) indicated that
price was the number three factor. The other remaining purchaser (***) indicated that price becomes relevant if a
supplier can satisfy its top three purchasing factors which were “quality and consistency;” “reliability;” and
“branding potential.”

%% gnd *** were the two purchasers that responded "never."
2 Conference transcript, p. 76 (Tyrone).

2! petitioner’ s postconference brief, exh. 1, p. 4.

2 Conference transcript, p. 158 (Anderson).
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Table lI-1

Coated free sheet paper: Ranking of factors used in purchasing decisions, as reported by U.S.

urchasers
Number of firms reporting
Factor Number one factor Number two factor Number three factor

Price 13 11 16
Quality 13 10 8
Availability 9 12 7
Prearranged contracts 4 1 2
Traditional supplier 2 0 1
Delivery time 1 0 1
Reliability 0 5 3
Performance 0 2 1
Other 3 4 4

Source: Compiled from data submitted in response to Commission questionnaires.
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Table II-2

Coated free sheet paper: Importance of factors used in purchasing decisions, as reported by U.S.

urchasers
Number of firms reporting
Factor Very important | Somewhat important Not important

Product consistency 44 1 0
Reliability of supply 42 2 1
Quality meets industry standards 41 3 1
Availability 41 2 2
Price 40 5 0
Delivery time 36 7 2
Basis weight 30 13 2
Delivery terms 25 17 3
Brightness 24 20 1
Strength or stiffness 24 20 1
Moisture 24 18 3
Technical support 23 20 2
Coating formulations 21 22 2
Discounts/rebates 21 17 5
US transportation costs 20 20 5
Product range 17 19 8
Extension of credit 15 20 10
Packaging 13 25 7
Quality exceeds industry standards 12 25 8
Branding potential 8 21 16
Minimum quantity requirements 7 24 14

Source: Compiled from data submitted in response to Commission questionnaires.
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importer also indicated that U.S. producers provide superior marketing support.® However, another
importer reported that U.S. producers were unwilling to work together in devel oping a private brand and
that it then turned to the subject producers to source this product.* Eight of 45 responding purchasers
reported that branding potential was a“very important” factor in their purchasing decisions and 21
reporting purchasers reported it as a* somewhat important” factor. Only one purchaser (***) reported
branding potential as one of the top three factors in the purchase decisions that it makes (reported under
“other”). This purchaser indicated that if orders are imposed that limit the availability of imports from
China, Indonesia, and/or Korea in the U.S. market, it will not increase purchases from U.S. producers
because of limited availability and concerns that U.S. producers will not support a nationally branded
product.

Three of nine responding producers and four of 27 responding importers indicated they have
either placed customers on allocation or been unable to supply al of their customers’ needs or observed
shortages in their market areas since 2004.

Twelve of 45 responding purchasers reported either being placed on allocation, being unable to
purchase all of their needs from U.S. producers, importers, or distributors, or observing shortagesin their
market areas since 2004. Many of these instances were for periods of time less than one year and for
specific products. However, one purchaser (***) indicated that it cannot buy from all U.S. producers
since they limit to whom they sell. Another purchaser (***) indicated that its major domestic suppliers
have been unwilling to support its growth in new markets and in 2002 were forced to seek support from
offshore suppliers. Another purchaser, (Unisource), reported that it was placed on “soft allocation,” or a
reservation system, by U.S. producers in 2004 for web rolls, sometimes of a certain basis weight.> *** 2
Petitioner reports that ***.2” Petitioner also reported that sometimes a mere perception that supplies are
tightening will induce customersto place ordersin excess of what they actually require and suppliers may
respond by using areservation system to avoid disruptions in the supply chain.®

U.S. producers NewPage and West Lynn paper indicate that their firms limits the number of
merchants it sellsits product through within a geographic area.® NewPage also indicatesit istheir
understanding that other mills follow a similar approach.*

Comparison of Domestic Product and Subject | mports

Asindicated in table 11-3, over one-half of responding U.S. producers and producer/importers
indicated that CFS paper produced in the United States and imported from subject sourcesis“aways’
used interchangeably. Over two-thirds of responding importers and responding purchasers indicated that
CFS paper produced in the United States and imported from subject sources were at least “frequently”
used interchangeably.

Nine purchasers reported using only a sheet-fed press, six purchasers reported using only aweb-
fed press and nine purchasers reported using both sheet and web fed presses. Of the nine responding

% Conference transcript, p. 106 (Anderson).

24 Conference transcript, pp. 115-116 and 154-157 (Dragone).

% Conference transcript, pp. 112-113 (Dragone).

% Chinese respondents’ postconference brief, p. 16, exh. 1, and exh. 3. ***,
%7 Petitioner’ s postconference brief, exh. 1, p. 39.

% petitioner’ s postconference brief, exh. 1, pp. 38-39.

# Hearing transcript, pp. 124-127 (Tyrone and Gallagher).

% Hearing transcript, pp. 126-127 (Tyrone).
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Table 11-3
Coated free sheet paper: Perceived degree of interchangeability of product produced in the United
States and in other countries

Number of
Number of Number of U.S.
_ uU.S. U.S. producer/ Number of U.S.
Country comparison producers importers importers purchasers
reporting reporting reporting reporting
A|F|ISINJA|F|[S|INJA|[F|S|N] A FIS]|A
U.S. vs. China 312|0|0j4]|8)4|0)2]2|O0f0O] 8 [13]|7 |2
U.S. vs. Indonesia 312|0|0f5|7|3[0f2]0fO0|0O] 7 71311
U.S. vs. Subject Korea 3(2f(ofoy5|7|3|0}J2(1|]0]0] 6 |10|3 |1
U.S. vs. Nonsubject Korea 3(1f(ofog2|7|3|0}]2(1|0]0] 9 |24]|1]|1
U.S. vs. Nonsubject 1110|0212 ]9)2|0f2]|1(0f0)}) 6 (10|80
China vs. Indonesia 2(ofofoy6|6|2|0)2(|0]O0O]JO] 8 8 [0(O
China vs. Subject Korea 2(ofofoj4|8|12|(0}J2(1|0]JO0]) 6 |21|3 |0
China vs. Nonsubject Korea 2(ofofog2|8|2|(0}J2(f1|0j0O}) 7 |22|1]|O
China vs. Nonsubject 110|l0]|JO}jO0]7|2|0f2]|1(0f0O] 4 9 (2|0
Indonesia vs. Subject Korea 21010(|0}j4|7|3|0)J2]|0]JO0OfO0O] 6 9 111(0
Indonesia vs. NonsubjectKorea | 2 |O O |Of2(|7|3]J]0}J 2 ]|]0|0|O0O] 7 |10|0 | O
Indonesia vs. Nonsubject 110|l0|]O0j0O0]|6|3|0f2]|0(O0Of0]} 5 71210
Subject Korea vs. Nonsubject 2(fofofoys5|7|1|(0}j2(|1|j0jO0jJ20]| 7 |O]O
Korea
Subject Korea vs. Nonsubject 110|0]|JO}jO0]|7|2|0f2|1(0f0O] 4 71210
Nonsubject Korea vs. i1)1]0(o0ojojoj|6f(2f(o0oj2(1(0|0] 4 91310
Nonsubject

! Producers, importers, and purchasers were asked if CFS paper produced in the United States and in other
countries is used interchangeably.

Note.--“A” = Always, “F” = Frequently, “S” = Sometimes, “N” = Never.

Source: Compiled from data submitted in response to Commission questionnaires.
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purchasers that reported using both sheet and web fed presses, four of nine responding purchasers
reported no overlap in their jobs run using sheet and web fed presses, two of nine responding purchasers
reported running exactly the types of jobs using sheet and web fed presses, and the remaining three
responding purchasers reported some overlap in their jobs run on sheet and web fed presses.

*** reported producing playing cards on both sheet and web fed presses, while *** reported
producing “commercial and color process’ on both types of presses. Two purchasers (*** and ***
reported producing annual reports on both sheet and web fed presses, while two other purchasers (*** and
***) reported producing annual reports only on sheet fed presses. Four purchasers reported producing
magazines on only web fed presses, while one purchaser (***) reported producing magazines on both
sheet and web fed presses. Two purchasers reported producing catalogs on only web fed presses while
one purchaser (***) reported producing catalogs on both sheet and web fed presses.

When asked to describe the factors considered when deciding which type of press (web-fed or
sheet-fed) and/or form of paper (web roll, sheeter roll, or sheet) to use, seven of nine responding
purchasers specifically reported that volume, quantity, or length of run was afactor, five responding
purchasers indicated that costs were a factor, five purchasers indicated that quality or type of product was
afactor, and four responding purchasers indicated that production time or schedule was afactor. One
purchaser (***) indicated that it uses its web press for runs of 10,000 to 60,000 for multiple page
magazines and newspaper inserts and uses its sheet fed press for short runs or jobs that can’'t be finished
in-line on web or when paper typeis not available in rolls. Another purchaser (***) indicated that
lightweight paper tends to print on aweb-fed press. Graphic Paper and Unisource indicates they only use
sheeter rolls for emergency situations when a particular sheets size is out of stock.*

Twelve of 33 responding purchasers indicated that they have the capability of converting web
rollsinto sheets. Four of 18 purchasers that reported using sheet-fed presses indicated that they use web
roll on their sheet fed-press. *** reported that reported that 80 percent of their web roll purchases were
used on a sheet-fed press and *** reported that 2 percent of their web roll purchases were used on a sheet-
fed press. *** and *** were the other two purchasers that reported using web roll on their sheet-fed press.

Two of 15 responding purchasers that reported using web-fed presses reported using sheeter rolls
on their web press. *** reported that reported that 20 percent of their sheeter roll purchases were used on
aweb press and *** reported that 3 percent of their sheeter roll purchases where used on aweb press.
None of the 15 responding purchasers that reported using web-fed presses indicated that they use sheets
on their web-fed press.

Four importers reported that coated free sheet rolls are not interchangeabl e with coated free
sheet in sheet form and that U.S. producers concentrate on web roll production while subject import
suppliers concentrate on sheet production. Respondent importers reported that CFS paper in sheet formis
often used for small-volume, high-end applications, whereas web rolls are used in high-volume
applications.® Petitioner and respondent importers both reported that end users typically have either a
printer for web rolls or a sheet-fed press, but not both.** However, petitioner reports that there is no
significant difference in physical characteristics or applications between web rolls, sheeter rolls, and
sheet, stating that it produces some CFS paper that is certified for use in both sheet-fed presses and web
roll printers.® Petitioner also identified several customers that have both kinds of presses, as well as

3 Hearing testimony, pp. 309-311 (Aronica and Dragone).

%2 K orean respondents’ postconference brief, p. 9.

3 Conference transcript, p. 91 (Tyrone). Chinese respondents’ postconference brief, p. 8.
% Petitioner’ s postconference brief, p. 38.
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customers that are capable of converting aroll product into a sheet product.®® Petitioner also reported that
it isnot very costly for customers to establish converting operations.®

Asindicated intable 11-4, at least one-half of responding producers indicated that differences
other than price between CFS paper produced in the United States and imported from subject sources
were “frequently” asignificant factor in their firm’s sales of the products. At least one-half of responding
importers indicated that differences other than price between CFS paper produced in the United States
and imported from subject sources were at most “frequently” a significant factor in their firm's sales of
the products. All responding producer/importers indicated that differences other than price between CFS
paper produced in the United States and imported from subject sources were “sometimes’ a significant
factor in their firm's sales of the products. Purchasers were also asked to compare CFS paper produced in
the United States and imported subject countries on the basis of different purchasing factors (seetable I1-
5).

Petitioner noted that customers may request custom sizes in an attempt to save money by not
paying for excess paper; but because of the premium charged for custom sizes, customers often find that
the imported paper is still the better alternative for them from a price standpoint.>” One U.S. producer
(***) reported that custom sizing is only available from U.S. sources. This producer also reported that
their technical support, availability, and product range is superior to those provided by the subject import
suppliers, in part due to their geographic proximity to customers which allows speedier delivery and
response time. Similarly, another producer (***) reported that regarding fast-coated papers, domestic
supplier advantages include speed to market, local sales reputation, after-sales follow up, service.

One distributor (Paperlinx) cited these higher inventory costs as the reason why subject import
suppliers do not offer coated free sheet in web roll formin the U.S. market; namely, because the
inventory costs can be offset by the higher profit margins realized on CFS paper in sheet form, but not on
coated free sheet in web-roll form, which is lower priced than sheets and bears lower profit margins.®
One importer (Unisource) also reported that Asian suppliers generally do not produce lightweight coated
product.*

Oneimporter (Global Paper Solutions) reported that U.S. producers take advantage of the fact
that subject imports do not offer web rollsin the United States by requiring customers to buy the U.S.
producers’ full product line rather than just buying web rolls* Three importers, Global Paper Solutions,
Unisource, and Paperlinx reported that paper merchants prefer to offer their customers a wider range of
quality and prices and therefore carry U.S.-produced CFS paper as well as subject imports and possibly
European product as well.** Global Paper Solutions also indicates that imports of CFS paper from
Indonesia are of a different quality level and not as reliable as imports of CFS paper from China.*?

% Petitioner named *** customers that have both sheet-fed presses and web roll printers and *** customers that
are capable of converting aweb roll into sheet. Petitioner’s postconference brief, exh. 1, pp. 18-19 and attach. C.

% Petitioner’ s postconference brief, exh. 1, p. 19.
37 Conference transcript, p. 77 (Tyrone).

% Conference transcript, p. 140 (Anderson).

% Conference transcript, p. 146 (Dragone).

40 Conference transcript, pp. 121-122 (Hunley).

41 Conference transcript, pp. 99-100 (Anderson), 112 (Dragone), and 118 (Hunley). Chinese respondents
postconference brief, p. 19.

42 Hearing transcript, p. 339 (Hunley).
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Table 1l-4

Coated free sheet paper: Differences other than price between products from different sources

1

Country comparison

Number of U.S.

producers
reporting

Number of U.S.

importers
reporting

Number of U.S.

producer/
importers
reporting

F S

F

S

F S

U.S. vs. China

U.S. vs. Indonesia

U.S. vs. Subject Korea

U.S. vs. Nonsubject Korea

U.S. vs. Nonsubject

China vs. Indonesia

China vs. Subject Korea

China vs. Nonsubject Korea

China vs. Nonsubject

Indonesia vs. Subject Korea

Indonesia vs. Nonsubject Korea

Indonesia vs. Nonsubject

Subject Korea vs. Nonsubject Korea

wlrlw|lw|r|ar]dr]lola|bd]d]lo|lw

Subject Korea vs. Nonsubject

o|lo|lo|lo|lo|]|o|]|o|]o|l]o|]o|]o|lo|]o|o |>

o|lo|lo|lo|lo|]|o|]|o|]o|l]o|]o|]o|lo]|]o|o |>

Nonsubject Korea vs. Nonsubject

0

O |]OoO|]OoO|OoO|]O|O|O|O|O O |FRP, |FP |IN]|N|W®W
O |j]o|l]lo|]o|]o|]o|]o|]o|l]Oo|Oo|Oo |, |, |F

R, lRr ||, lRr]Rr|r]lRr|rRr R, ]|~ |Z

wWwlld|lw|dlW|lO]JlO|lWwlO|lO]|D|lw ]l lOa|oO |N|D>

NN |IN NN NN NN

1

R IR INIFERININIERPININ]IW[OIN|IN|IND]|IDND|Z2

0

O |]lo|l]lo|l]o|]o|]o|]o|]o|]o]o|o|o|o|o |o©o
N ININIFP PP ]TWININIFP W ]IW]IWI]IN|W®W
O|]o|lo|lo|]o]o|]o|o|]|o]o|]o|o|]o]|J]o|o |Z2

Note.--“A” = Always, “F” = Frequently, “S” = Sometimes, “N” = Never.

Source: Compiled from data submitted in response to Commission questionnaires.

! Producers and importers were asked if differences other than price between CFS paper produced in the United
States and in other countries are a significant factor in their firms’ sales of CFS paper.
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Table 1I-5
Coated free sheet paper: Purchasers’ comparisons of domestic and subject products

U.S. vs. U.S. vs. Subject
Factor U.S. vs. China Indonesia Korea

S C I S|C I S C I
Availability 8 5 2 7 1 0 8 1 3
Basis weight 0 15 0 0 8 0 0 11 1
Branding 1 10 3 2 4 2 1 9 2
Brightness 1 12 2 1 5 2 0 8 4
Coating 2 12 1 0 8 0 0 11 1
Delivery terms 5 8 2 3 5 0 3 7 2
Delivery time 10 3 1 6 2 0 7 4 1
Discounts 4 10 1 1 6 1 1 10 1
Extension of credit 4 9 1 2 4 2 2 10 0
Lower price 0 4 11 | 0 2 6 0 3 9
Lower transport costs 2 12 1 2 5 1 4 7 2
Minimum quantity requirements 6 7 1 5 3 0 4 7 0
Moisture 0 14 1 1 7 0 0 11 1
Packaging 1 13 1 2 6 0 1 11 0
Product consistency 3 11 1 1 7 0 1 8 3
Product range 6 9 0 5 3 0 3 9 0
Quality exceeds industry standards 2 11 2 1 7 0 1 7 3
Quality meets industry standards 2 11 2 1 7 0 0 10 1
Reliability of supply 7 6 2 3 5 0 4 7 1
Strength 3 10 2 1 5 2 4 5 3
Technical support/service 8 5 2 4 4 0 6 6 0
Note.—S = domestic product superior, C = domestic product comparable, | = domestic product inferior.
Source: Compiled from data submitted in response to Commission guestionnaires.
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Comparison of Domestic Product and Nonsubject Imports

Asindicated in table 11-3, all or all but one responding U.S. producers and all or al but one
responding producer/importers indicated that CFS paper produced in the United States and imported from
nonsubject sourcesis“always’ used interchangeably. Over two-thirds of responding importers and
responding purchasers indicated that CFS paper produced in the United States and imported from
nonsubject sources were at least “frequently” used interchangeably.

Asindicated in table 11-4, al responding producer indicated that differences other than price
between CFS paper produced in the United States and imported from nonsubject sources were at most
“frequently” a significant factor initsfirm’'s sales of CFS paper. At least one-half of responding
importers indicated that differences other than price between CFS paper produced in the United States
and imported from nonsubject sources were at most “frequently” a significant factor in their firm's sales
of CFS paper. All responding producer/importers indicated that differences other than price between CFS
paper produced in the United States and imported from nonsubject sources were “ sometimes” a
significant factor in their firm’s sales of CFS paper .

One importer (Moorim) reported that imports from European countries are competitive in the web
roll segment.*®* One importer (Unisource) reported that European suppliers, like domestic producers, offer
lower basis weights.** Unisource also reported that the European CFS paper has the best surface quality,
consisting of very fine fiber which is more receptive to coatings.* Paperlinx reported that imports from
Europe are mostly sold in the eastern part of the United States.*®

Comparison of Subject Importsand Nonsubject Imports

Asindicated in table 11-3, al responding U.S. producers and al or all but one responding
producer/importers indicated that subject and nonsubject imports of CFS paper are “aways’ used
interchangeably. Over two-thirds of responding importers and responding purchasers indicated that
subject and nonsubject imports of CFS paper were at least “frequently” used interchangeably.

Asindicated in table 11-4, the only responding producer indicated that differences other than price
between subject and nonsubject imports of CFS paper were “never” a significant factor in their firm's
sales CFS paper. At least one-half of responding importers indicated that differences other than price
between subject and nonsubject imports of CFS paper were at most “frequently” a significant factor in
their firm' s sales of CFS paper. All responding producer/importers indicated that differences other than
price between subject and nonsubject imports of CFS paper were “sometimes’ a significant factor in their
firm’'s sales of CFS paper.

43 Conference transcript, p. 108 (Cho).
4 Conference transcript, p. 146 (Dragone).

“5 Unisource sources web roll product from Germany and sheet product from Italy. Conference transcript, pp.
150 and 182 (Dragone).

4 Conference transcript, p. 183-184 (Anderson).
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ELASTICITY ESTIMATES

This section discusses the elasticity estimates; parties were encouraged to comment and
information is addressed where appropriate.

U.S. Supply Elasticity

The domestic supply elasticity for CFS paper measures the sensitivity of the quantity supplied by
U.S. producers to achange in the U.S. market price of CFS paper. The elasticity of domestic supply
depends on several factors, including the level of excess capacity, the ease with which producers can alter
capacity, producers’ ability to shift to the production of other products, the existence of inventories, and
the availability of alternative markets for U.S.-produced CFS paper.*” Analysis of these factors earlier
indicates that the U.S. industry has a moderate ability to increase or decrease shipmentsto the U.S.
market given achangein price levels. Staff estimates that the supply elasticity is between 3 and 6 for
CFS paper.

U.S. Demand Elasticity

The U.S. demand elasticity for CFS paper measures the sensitivity of the overall quantity
demanded to a change in the U.S. market price of CFS paper. This estimate depends on factors discussed
earlier such asthe existence, availability, and commercial viability of substitute products, as well asthe
component share of CFS paper in the production of downstream products. Based on available
information, the demand elasticity for CFS paper islikely to bein the range of -0.75 to -1.25 for CFS

paper.
Substitution Elasticity

The elasticity of substitution depends upon the extent of product differentiation between the
domestic and imported products.® Product differentiation, in turn, depends upon such factors as quality
(e.g., chemistry, surfaces, coil sizes) and conditions of sale (e.g., service, availability, delivery). Based on
this and other available information, the elasticity of substitution between U.S.-produced CFS paper and
subject imported CFS paper is likely to bein the range of 2 to 4 for CFS paper.*

47 Domestic supply response is assumed to be symmetrical for both an increase and a decrease in demand for the
domestic product. Therefore, factors affecting increased quantity supplied to the U.S. market also affect decreased
quantity supplied to the same extent.

8 The substitution elasticity measures the responsiveness of the relative U.S. consumption levels of the subject
imports and U.S. domestic like products to changesin their relative prices. This reflects how easily purchasers
switch from the U.S. product to the subject product (or vice versa) when prices change.

49 Additionally, the elasticities of substitution between U.S.-produced CFS paper and nonsubject imports and
between subject imports and nonsubject imports are likely to be in the same range.
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PART III: U.S. PRODUCERS PRODUCTION, SHIPMENTS, AND
EMPLOYMENT

Information presented in this section of the report is based on the questionnaire responses of 11
firms that accounted for virtually al U.S. production of CFS paper during the period examined. The
petitioner also identified Bowater, Inc. (Greenville, SC) and Wausau Paper Corp. (Mosinee, WI) as
manufacturers of CFS paper.> ***.2 Wausau Paper Corp. (Wausau) responded that it does not produce
the subject merchandise.®

U.S. PRODUCERS

The U.S. industry primarily consists of the following firms, each of which provided a response to
the Commission’s producer questionnaire: Appleton Coated LLC (Appleton), Kimberly, WI; P.H.
Glatfelter Co. (Glatfelter), York, PA; Internationa Paper Co. (International Paper), Memphis, TN;
Mohawk Fine Papers, Inc. (Mohawk), Cohoes, NY; NewPage Corp. (NewPage), Dayton, OH; Pasadena
Paper Company LP (Pasadena), Pasadena, TX; S.D. Warren Co., d/b/a Sappi Fine Paper NA (Sappi),
Boston, MA; Smart Papers LLC (Smart Paper), Hamilton, OH; Stora Enso North America Corp. (Stora
Enso), Wisconsin Rapids, WI; Verso Paper Holdings LLC (Verso), Memphis, TN; and West Linn Paper
Co. (West Linn), West Linn, OR. Responding firms' positions on the petition, plant locations, and their
production and shares of CFS paper production in 2006 are listed intable I11-1. As shown, manufacturing
plants primarily are located in the north central part of the United States and in Maine, although thereis
also CFS production in the south (in Alabama) with arelatively *** volume produced on the West Coast
(in Oregon). See appendix F for U.S. shipments of domestically produced CFS paper by geographical
region. Petitioner NewPage accounted for *** of U.S. production of CFS paper in 2006. *** accounted
for *** (tablel-1).*

! Petition, exh. 1-1. The Commission sent an additional 11 questionnaires to other paper manufacturers during
both the preliminary and final phases of its investigations; with the exception of Fraser Papers Ltd. (Fraser), none of
the firms that responded (Boise White Paper, Crocker Technical Papers, Dunn Paper, FiberMark North America,
Hollingsworth & Vose, Little Rapids, Monandonock Paper Mills, and Shawno Specialty Papers) reported producing
CFS paper. Fraser indicated that CFS paper accounted for about *** to *** percent of its total paper production but
that the firm could not derive accurate allocations for its CFS production. Fraser produced about *** tonsin 2005.
Staff telephone interview with *** | Fraser, November 9, 2006. ***,

2 xk*

% See Wausal' s negative response to producer questionnaire issued during the preliminary phase of the
investigations and staff telephone interview with ***, Wausau, November 8, 2006. According to its website, the
firm manufactures uncoated printing and writing papers, technical specialty papers, and towel and tissue products. It
also manufactures “specialty” release linersthat are coated. See www.wausaumosinee.com and
www.wipcoatedproducts.com, retrieved November 16, 2006. Petitioner NewPage states that ***. Letter from
counsel for NewPage, September 18, 2007. ***. E-mail from ***, July 23, 2007.

4 The share of U.S. production accounted for by *** was reported to be somewhat less than *** percent during
the preliminary phase of the investigations. See INV-DD-163 (December 8, 2006), p. 111-3. ***. See Commission
staff e-mail to ***, July 24, 2007.

Commission staff also provided to *** staff’s assessment that “***.” |bid. According to petitioner NewPage,
“*xx " NewPage also indicated that ***. Letter from counsel for NewPage, September 18, 2007.
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Table IlI-1

Coated free sheet paper: U.S. producers, positions on the petition, plant location(s), production, and

shares of U.S. production in 2006

Firm Position on Plant location(s) Production prsohdaintian
the petition (shorttons) (percent)
Appleton Coated LLC* Combined Locks, WI
P.H. Glatfelter Co.? ok Spring Grove, PA; Chillicothe, bl ik
OH
International Paper Co.? rxk Courtland, AL *kk *okk
Mohawk Fine Papers, Inc.* ok Cohoes, NY; Waterford, NY ok ok
Hamilton, OH
NewPage Corp.’ Petitioner Escanaba, MI; Luke, MD; sk sk
Rumford, ME; Wickliffe, KY
Pasadena Paper Co. LP® Support Pasadena, TX 0 -
S.D. Warren Co., d/b/a ok Cloquet, MN; Muskegon, MI; Hok ok
Sappi Fine Paper NA’ Skouhegan (Somerset), ME;
Westbrook, ME
Smart Papers LLC? Support Hamilton, OH oxk rokk
Stora Enso North America Corp.® | *** Kimberly, WI; Wisconsin ik *okk
Rapids, WI; Stevens Point, WI
Verso Paper Holdings LLC™ ok Quinnesec, Ml; Jay, ME — ok
Belgravia Investments, Inc., *xx West Linn, OR *xk *kk
d/b/a/ West Linn Paper Co.*
Total - -- 4,973,370 100.0

! Appleton is ***-percent owned by Arjo Wiggins S.A.S. (France), a manufacturer of CFS paper. ***,

2 Glatfelter's common stock is traded on the New York stock exchange.

3 International Paper is not owned by any other firm. ***,

4 Mohawk is not owned by any other firm. Mohawk acquired its Hamilton, OH facility from International Paper on May 1, 2005.
Staff telephone interview with *** Mohawk, December 13, 2006.

5 NewPage is ***-percent owned by ***,

¢ pasadena closed its operations on September 21, 2005. The firm was *** and was a former affiliate of the U.S. producer

West Linn.

7 Sappi is ***-percent owned by Sappi Ltd. (South Africa). A division of Sappi Ltd. manufactures CFS paper in Europe (Sappi

Fine Paper Europe).

8 Smart Papers is ***-percent owned by ***. At the time the petition was filed, Smart Papers was owned by ***. Petitioner
notes that Smart Papers filed for Chapter 11 bankruptcy in 2006 and was subsequently purchased by a private equity firm.

Petitioner’s prehearing brief, p. 24.

9 Stora Enso is ***-percent owned by Stora Enso Oyi (Finland), a manufacturer of CFS paper. Subsidiaries of Stora Enso Oyi
also manufacture CFS paper in China (Stora Enso Suzhou Paper Co., Ltd) and Germany (Stora Enso Uetersen GmbH & Co.
KG). Stora Enso stated in its questionnaire response during the preliminary phase of the investigations that ***.

10 verso is ***-percent owned by ***,

1 West Linn is ***-percent owned by ***,

Note.—Does not include data for Fraser. Fraser produced *** tons of CFS paper in 2004 and *** tons in 2005. Production figures
for the firm are not available for either 2006 or 2007.

Source: Compiled from data submitted in response to Commission questionnaires, except as noted.
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Related Party Considerations

Severa U.S. producers are owned by holding companies (NewPage, Smart Papers, Verso, and
West Linn) or by offshore manufacturers (Appleton, Sappi, and Stora Enso). International Paper and
Mohawk are not owned by other entities, whereas Glatfelter’s stock is traded on the New Y ork stock
exchange. Asshown in the notesto table I11-1, none of the foreign-owned firms are owned by entities
headquartered in the subject countries, although the parent company of Stora Enso also operates a CFS
paper facility in China.® Imports and purchases by producing firms are shown intable [11-2, ***, ***,

Table I1l-2
Coated free sheet paper: U.S. producers’ U.S. production, imports, and purchases, by firm, 2004-
06, January-June 2006, and January-June 2007

* * * * * * *

Organizational Changes Within the Domestic CFS Paper Industry

There have been a number of organization changes within the domestic CFS paper industry since
2004. Asshown in the notesto table I11-1, Pasadena Paper Co. (Pasadena), which was an independent
company owned by the Canadian-based Belgravia Paper Co., shut down operationsin September 2005.
Pasadena produced both one-sided CFS (or C1S) for use in labels and privately branded two-sided web
and sheets. Both the petitioner and respondents attached to their postconference briefs press reports
describing what was initially thought to be a temporary shutdown prior to the landfall of Hurricane Rita
in September 2005. Petitioner also included in its postconference brief a press report from The Citizen
(for Pasadena), dated October 10, 2005, that quotes a letter sent to the 315 employees that were
terminated. The letter reportedly attributes the closing to “the continued increase in the prices of
electricity and natural gas which have been exacerbated by the recent hurricanes, aswell as the loss of
business to foreign competitors’ (quotes refer directly to the employee letter).® Chinese respondents and
Unisource attached additional articlesto their postconference brief (exhibit 22) that refer to the high
energy costs but make no mention of import competition.” The plant was not damaged by the hurricane.
The former President and Sales for Marketing at Pasadena (Tom Gallagher, now President and Sales for
Marketing at West Linn) testified at the Commission’ s hearing that subject imported related price declines
in two-sided coated sheets, which constituted the major part of its production, had, by mid-2005,
led management to “ assess the viability of continued operations’ at Pasadena. Mr. Gallagher indicated
that, following the September 2005 hurricane, “{ o} ur analysis over the next few weeks showed that
Pasadena Paper had suffered too much financial damage from imports to ride out the increased energy
cost that followed the storm.”® The paper machines at the Pasadena plant have been disassembled for sale
as parts.’

Other organizational changes within the industry include Glatfelter’ s acquisition of the
Chillicothe, OH paper mill from NewPage on April 3, 2006. The Chillicothe operation consists of a***

® NewPage stated in its postconference brief that ***. Petitioner’ s postconference brief, p. 36, n. 86.
® Petitioner’ s postconference brief, exh. 12.

7 Paperloop.com (dated September 30, 2005 and October 10, 2005); and Associated Press (dated October 7,
2005).

8 Hearing transcript, p. 40 (Gallagher). Pasadena s questionnaire response by submitted by ***. *** indicated
that “***.” E-mail from *** Stern Partners, October 23, 2007. See also Pasadena’ s response to question 111-15 of
the producer questionnaire presented in app. G.

® Hearing transcript, p. 78 (Gallagher).
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ton-per-year paper making facility in Chillicothe, OH, and ***.2° In addition, International Paper sold
*** jts coated and supercalendered papers businessto ***.** Then, on September 21, 2007, Stora Enso
Oyj announced that it has signed “a definitive agreement” to sell its U.S. subsidiary Stora Enso North
America, Inc. to NewPage. Included in the sale are Stora Enso’ s CFS paper and coated groundwood
operations.”? The transaction is subject to customary regulatory approvals and, according to NewPage's
press release, is expected to close during the first quarter of 2008.2 NewPage testified at the
Commission’s hearing that the merger will result in lower costs for the combined operations.*

*%x%x 15 xx*x 16

Domestic CFS Paper Industry Capacity Changes and Issuesin Calculating Capacity

Capacity changes” within the domestic CFS paper industry are shown in the following
tabulation.

10 Glatfelter’ s producer questionnaire response, question 11-2b. The firm indicated that ***. Staff telephone
interview with ***  Glatfelter, November 27, 2006. (The firm primarily based the CFS paper capacity figures that it
reported to the Commission’s on the *** . Glatfelter's producer questionnaire response, question I1-11b.)

™ The new entity is reported within this staff report as Verso Paper Holdings LLC (or Verso). ***. International
Paper's producer questionnaire response (preliminary) and e-mails from ***  International Paper, November 28,
2006 and November 29, 2006. ***. Staff telephone interviews with *** | *** 'November 30, 2006 and August 16,
2007.

12 See “ Stora Enso divests its North American paper operations to NewPage to create a North American paper
industry leader” at http://mwww.storaenso.conVCDAvgn/main/0,,1_EN-8658-18189-,00.html, retrieved September 21,
2007.

13 See http: //ir.newpagecor p.convphoenix.zhtml 2c= 193188& p=irol-newsArticle& | D= 1054144& highlight=,
retrieved September 21, 2007. Mark A. Suwyn, Chairman and Chief Executive Officer of NewPage, indicated in the
company news release that NewPage is “ excited about the acquisition asit is clearly part of our strategic vision to
lower our overall cost and accelerate our ability to achieve sustainable financial returns above our cost of capital.”
Further, “{t} hisis also important in order to help us compete with illegally dumped and subsidized foreign imports.”
Ibid.

14 Hearing transcript, p. 36 (Suwyn). See also the hearing transcript (pp. 69-78) for further testimony by Mr.
Suwyn addressing the rationalization of production among the NewPage' s and Stora Enso’ s existing operations and
the use of productivity programsto lower costs.

15 % %%

16 Petitioner’ s postconference brief, exh. 16.

17 petitioner stated during the preliminary phase of the investigations that entire paper machines need to be
installed to increase capacity and, conversely, shut down to decreaseit. It added that the need to run machines
continuously makes it difficult to adjust capacity on an incremental basis. Petitioner’s postconference brief, pp. 9-
10. Petitioner further stated that “once a machine has been shut down for several months it becomes very expensive
to reactivate it. Thus, capacity that is shut down tends to stay shut down.” 1bid. Capacity to produce CFS paper can
also be measured in terms of coating capability and, as will be discussed later in this section, firms reported being
able to boost capacity by coating off-line. ***,

-4



Annual capacity
Firm Date Machine location change
Stora Enso 2003-04 PM #96 swing to CFS paper from coated *xx
groundwood in Kimberly, WI
Stora Enso’ 2004 PM rebuild in Kimberly, WI ok
Stora Enso* 2004 PM rebuild in Wisconsin Rapids, WI rxx
Sappi January 2004 PM #14 in Westbrook, ME *kx
Smart Papers | April 2004 PM shutdown in Hamilton, OH ik
Appleton 2004-05 PM rebuild/shift from uncoated free sheet *xx
Sappi September 2005 | PM #4 in Muskegon, Ml *kx
Pasadena October 2005 Mill closure in Pasadena, TX (PM #21) *xx
NewPage Announced in PM #7 in Luke, MD rxx
November 2006

Stora Enso 2006 PM # 31 shutdown in Stevens Point ok

1 %xx

Note.—The term “paper machine” (or PM) refers to an entire paper production system that represents a significant
capital investment on the part of the producer.

Source: Petitioner’'s postconference brief, p. 31, citing ***; Korean respondents’ postconference brief, exh. 18 (***;
and *** and ***'s producer questionnaire response). (***. E-mail from ***, November 29, 2006.)

As shown, substantial shutdowns of domestic capacity to produce CFS paper have involved the

Pasadena facility (addressed above) and the NewPage closure of one of its Luke, MD machines aswell as
machine closures at Sappi. With reference to the Luke shutdown, NewPage announced the permanent
closure of PM #7 at the plant on November 2, 2006. It reported the sales value of the production volume
on the machine to be approximately $***. Employment associated with this system was approximately
**% *xx 18 NewPage included in its producer questionnaire in the preliminary phase of the
investigations ***.1 K orean manufacturers include in their prehearing brief (pp. 25-26 and exhibit 9)
news articles that discuss the Sappi closures of their Westbrook, ME plant (in January 2004) and
Muskegon, M1 mill (in October 2005) emphasizing the inefficiencies of the closed capacity.

Parties differ in their assessment of the capacity shutdowns, with petitioner attributing the
closures to foreign competition? while Chinese respondents and Unisource labeled them as an overdue
but positive move for the industry.? Korean respondents stated that “these capacity closures are in fact

18 xx*

1 NewPage' s producer questionnaire response (preliminary), question |1-2. Petitioner provides additional
contemporaneous documention concerning the L uke shutdown in its posthearing brief, exh. 1, pp. 39-40.

% |n support of its position, NewPage cited the “numerous successful” petitions for Trade Adjustment Assistance.
Petitioner’s postconference brief, p. 6 and exh. 2.

2L Chinese respondents and Unisource's postconference brief, p. 29. Unisource testified at the conference that the
industry consolidations and rationalizations were to take “antiquated production off-linein order to increase the
operating rates for their more cost-effective equipment and increase their overall profitability.” Conference
transcript, p. 114 (Dragone).
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entirely consistent with similar elimination of less efficient capacity taking place world-wide and in other
paper segments (e.g., uncoated free sheet), and are actually a sign of the domestic industry’ s improved
competitive position.”?* Korean respondents also point out that the capacity of domestic millsto produce
CFSincreased an overall basis during the period examined, which they argue reflects “ continued
investment in more efficient mills, even as older capacity was closed.”? Chinese respondents likewise
state that “the improved financial performance of the U.S. industry is the pay off for long overdue
shutdowns of antiquated equipment and machinery.”? Petitioner argues in its prehearing brief (p. 24) that
“{ a} Ithough these actions, individually for some firms and collectively for the industry as awhole, have
reduced per-unit costs of CFS production, they are symptomatic of injury, not health.” NewPage
indicated at the Commission’ s hearing that the least efficient equipment requiring proportionately more
labor isthefirst to be shut-down. It also stated that, absent the pricing pressure from imports, the shut-
downs would not have occurred.”

Table 111-3 lists firm capacity to produce CFS paper that is currently in place in the United States,
by machine. Included in table 111-3 are the dates of the original installation and most recent re-build of
each machine. Table I11-3 aso includes columns indicating whether the free sheet base is coated on-line
or on off-line coating drums. One producer commented in its response to the questionnaire during the
preliminary phase of the investigations that any measure of capacity is "not as ssmple” as separately
calculating a coating capacity and uncoated capacity figure since firms maintain separate coating capacity
and can coat off-line. In addition to coating off-line, it is possible to move a coating drum to one of the
uncoated machines on atemporary basis.”® Another factor affecting the calculation of capacity iswhat
petitioner labels as “ capacity creep,” which consist of minor machine modifications to
increase speeds or production mix changes involving longer individual product runs reducing downtime.?’
Finally, the frequent production of CFS paper in mills and on machines also utilized to produce other
papers, including uncoated free sheet and coated groundwood, required that firms allocate their total
capacity by product line.?® Table I11-4 provides data on the products produced by domestic manufacturers
on the same machinery and equipment used in the production of CFS paper.

Table 111-3
Coated free sheet paper: U.S. producers’ capacity, by firm and by paper machine, 2006

* * * * * * *

2 K orea respondents’ postconference brief, pp. 2, 15.

% K orean respondents’ prehearing brief, pp. 26-27. The numerical basis of their characterization is the data
presented in the prehearing report (INV-EE-145, October 2, 2007), which at table 111-5 showed an increase of
150,000 short tons from 2004 to 2006 but declining capacity from January-June 2006 to January-June 2007. The
datain thisfinal staff report, revised to include the ***, indicate a*** drop in capacity from 2004 to 2006.

2 Chinese respondents and Unisource' s prehearing brief, p. 3.
% Hearing transcript, pp. 102-104 (Suwyn and Tyrone).

% x%* producer questionnaire response (preliminary).

%7 petitioner’ s posthearing brief, app. 1, p. 2.

% Most firms reported in their questionnaire responses that they calculated subject capacity by allocating on the
basis of either production or sales.
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Table IlI-4
Coated free sheet paper: Products produced by domestic manufacturers on the same machinery and
equipment used in the production of CFS paper, 2004-06

Calendar years
Item
2004 2005 2006
Quantity (short tons)
Annual capacity for all products 6,646,583 6,590,013 6,382,943
Production of:
Subject product whk wohk ok
Uncoated free sheet paper* Fhk *hk e
Other ok Kok ok
All products 5,991,037 6,042,171 6,115,332
Capacity utilization (percent)
All products 90.1 91.7 95.8

! Overlap recorded if the only substantial difference between the two products (in equipment utilized) is that uncoated paper is
not subject to the application of kaolin or a similar coating.

The following firms reported producing uncoated free sheet paper on the same equipment and machinery used in the production
of CFS paper: ***. *** glso manufactured coated and uncoated groundwood and both *** and *** produced coated groundwood
on common equipment. In addition, *** used common equipment to produce kraft paper. Finally, *** manufactured a *** volume
of “specialty paper” that it described as “converting product with an entirely different market.” Neither *** nor *** produce
nonsubject product on the same equipment and machinery used in the production of CFS. See INV-DD-163 (December 8,
2006), p. l11-9, for the shares, by firm, of paper products manufactured on common equipment reported during the preliminary
phase of the investigations.

Source: Compiled from data submitted in response to Commission questionnaires.

U.S. PRODUCERS CAPACITY, PRODUCTION, AND CAPACITY UTILIZATION

Data concerning U.S. producers’ CFS paper capacity, production, and capacity utilization are
shown in table I11-5. Capacity to produce the subject product in the United States remained relatively
stable during the period examined but was below apparent U.S. consumption in each year and period
examined. Production of CFS paper rose on an overall basis by 2.8 percent from 2004 to 2006 and then
increased very slightly by 1.0 percent from January-June 2006 to January-June 2007. U.S. producers
capacity utilization was above 90 percent throughout the period. Petitioner NewPage indicates that
“practical full capacity” isat 95 to 97 percent.”®

% Petitioner’ s posthearing brief, appendix 1, p. 13. NewPage further indicates that, due to their high operating
costs, a paper mill "requires very high capacity utilization to achieve profitability and an adequate return on
investment." Petitioner's postconference brief, p. 9.
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Table 111-5
Coated free sheet paper: Capacity, production, and capacity utilization, by firm, 2004-06,
January-June 2006, and January-June 2007

) Calendar year January-June
mrm 2004 2005 2006 2006 2007
Capacity (short tons)

Appleton *kk ok *kk *hk ok
Glatfelter *kk *kk Kk *kk *kk
International Paper* ok Hok ok ok Hok
Mohawk Fkk *kk *kk *kk *kk
NewPage *hk Xk Kk Kk Kk
Pasadena *kk *k%k *kk *kk *k%k
Sappi *kk H*kk *kk Hkk *kk
Smart Papers Kokok Hkk *kk Hhk Hkk
Stora Enso? *kk *kk *kk *kk *kk
Ver503 *kk *kk *kk *kk *kk
West Linn Hkk *kk *kk Hkk *kk

Total 5,275,160 5,351,395 5,244,121 2,663,621 2,660,303

Production (short tons)

Appleton kk *kk *okk *kk *kk
Glatfelter - Hohk Hokk — —
International Paper* ok ok Rk - ok
Mohawk *kk *kk Kk *kk *kk
NewPage ok ok ok Hokk ok
Pasadena *kk KKk *kk *kk Kk
Sappi *kk *xk Kk Xk Kk
Smart Papers *kk *kk *kk *kk ok
Stora Enso Hkk *kk *kk Hkk *kk
Verso® *okk *okk *kk *hk Kk
West Linn *k%k KKk Kk *kk K%k

Total 4,839,651 4,926,891 4,973,370 2,477,182 2,500,813

Table continued on next page.
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Table 111-5
Coated free sheet paper: Capacity, production, and capacity utilization, by firm, 2004-06,
January-June 2006, and January-June 2007

) Calendar year January-June
Firm
2004 2005 2006 2006 2007
Capacity utilization (percent)

Appleton Hohk - - Hok —
Glatfelter kK Hkk *kk *hk Hkk
International Paper* ok ok Hok ok —
Mohawk ok - ok Hohk -
NewPage - Hokk —— Hok -
Pasadena *kk K%k *k% *kk K%k
Sappi - - —— Hok ok
Smart Papers - - ok - -
Stora Enso? *kk *kk Kok *okk *okk
Ver503 K%k *kk K%k *k%k KKk
West Linn Hokk Hok —— Hok -

Average 91.7 92.1 94.8 93.0 94.0

1 sk

2 kkk

3+ Staff telephone interview with *** *** \Verso, November 30, 2006. ***. See e-mail from ***, International
Paper, November 28, 2006, and staff telephone interview with ***, *** \Verso, November 30, 2006. ***,

Appleton.—***,
Glatfelter.—***.

International Paper/Verso.—***,

NewPage.—***,
Sappi.—***.

Smart Papers.—***,
Stora Enso.—***,

NewPage indicated in its questionnaire response that ***. NewPage’s producer questionnaire response, question II-
2a.

Source: Compiled from data submitted in response to Commission questionnaires.
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The Chinese respondents and Unisource contend that the U.S. industry does not have sufficient
capacity to meet demand.®® Korean respondents likewise argue that “NewPage cannot point to any recent
period in which domestic supply of CFS was able to fully satisfy U.S. demand.” They cite to petitioner
statements at the conference (noted earlier in this section) that capacity once closed “tends to stay shut
down.”3! Petitioner asserts that lost capacity could be brought back on line “if adequate relief were
imposed as aresult of these investigations.”** NewPage provided additional testimony at the
Commission’ s hearing addressing the interim stages that would precede any final shutdown of
papermaking capacity.® Asshown in table I11-4, overall capacity utilization on the machinery and
equipment used in the production of CFS paper was 90 percent or greater for 2004-06.%

Allocations or “reservations’ have been imposed within the CFS paper industry during the
period examined, although parties disagree as to their extent and impact. Unisource testified at the
Commission’s conference that it was placed on alocation by “anumber” of its CFS paper suppliers. In
its case, the actual allocations depended upon the mill and product (i.e., web, web within arange of
specific basis weights and/or sheets).* Chinese respondents itemize in their prehearing brief (pp. 13-15)
reports of purchasers' responses to a question in the purchasers questionnaire inquiring about allocations.
NewPage testified at the Commission’s hearing that an actual allocation (referred to in the industry asa
“hard” allocation) was used during the period examined for only abrief period early in 2004. Thefirm
did establish an allocation process in 2006 (termed a“ soft” allocation) following the Pasadena shutdown
but did not need to implement it.® Attached as exhibits 1 and 3 to Chinese respondents and Unisource's
postconference brief were *** 37

U.S. PRODUCERS SHIPMENTS

U.S. producers shipments of CFS paper are presented in table I11-6. As shown, the quantity of
U.S. producers commercial shipments followed atrend comparable to that shown in table 111-5 for
production. There was no reported captive consumption of CFS paper. Export shipments accounted for 6
to 7 percent of total shipments throughout the period examined. The unit values of commercial shipments
rose by $66 per short ton from 2004 to 2005 and by $11 per short ton from 2005 to 2006. Commercial
unit values were $5 higher per short ton higher in January-June 2007 than in January-June 2006.

% Chinese respondents and Unisource’ s postconference brief, p. 13.
3 K orean respondents’ prehearing brief, p. 10.

%2 Petitioner’ s postconference brief, exh. 1, p. 16. It added that NewPage “could shift production from coated
groundwood paper to coated free sheet at its Escanaba, Michigan and Rumford, Maine plants if market conditions
improved.” lbid.

% Specifically, NewPage identified its ability to, among several options (1) continue to produce pulp but to sell it
on the open market, (2) “lift” the coaters and produce and sell uncoated paper, and/or (3) shut down and maintain
machine operability but briefly start machines up as part of a maintenance program. Hearing transcript, pp. 80-84
(Suwyn). Shut-down machines can be maintained for several years and restarted for commercial productionin a
matter of months. Hearing transcript, p. 85 (Needham).

% This figure does not, however, take into account or measure capacity in mills or on paper machines where CFS
paper was not produced during the period examined (i.e., from January 2004 onward).

% Conference transcript, pp. 112 and 146-147 (Dragone).  Petitioner stated in its postconference brief that it
"xx% " Petitioner's postconference brief, p. 39.

% Hearing transcript, pp. 47-48 and 129 (Tyrone).
37 Chinese respondents and Unisource's postconference brief, pp. 15-17. ***.
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Table 1lI-6

Coated free sheet paper: U.S. producers’ shipments, by type of shipments, 2004-06,
January-June 2006, and January-June 2007

Calendar year

January-June

Item
2004 2005 2006 2006 2007
Quantity (short tons)
Commercial shipments 4,630,831 | 4,585,403 4,627,631| 2,281,789 | 2,275,591
Export shipments 284,537 334,424 347,559 155,780 174,949
Total shipments 4,915,368 | 4,919,827 | 4,975,190 2,437,569 | 2,450,540
Value ($1,000)
Commercial shipments 3,803,852 | 4,066,115 4,154,576 | 2,049,324 | 2,053,968
Export shipments 222,892 280,359 302,108 133,953 145,031
Total shipments 4,026,744 | 4,346,474 4,456,684 2,183,277 | 2,198,999
Unit value (per short ton)
Commercial shipments $821 $887 $898 $898 $903
Export shipments 783 838 869 860 829
Average 819 883 896 896 897
Share of shipment quantity (percent)
Commercial shipments 94.2 93.2 93.0 93.6 92.9
Export shipments 5.8 6.8 7.0 6.4 7.1
Total shipments 100.0 100.0 100.0 100.0 100.0

! No firm reported internal consumption or transfers to related firms.

Source: Compiled from data submitted in response to Commission questionnaires.

U.S. PRODUCERS INVENTORIES

Inventories held within the domestic industry are reported intable 111-7. As shown, inventories
increased by 7.6 percent from December 31, 2004 to June 30, 2007. U.S. millstypically maintain
inventories of finished products at the mill, or in nearby warehouses, and provide just-in-time delivery to
their customers.® The ratio of domestic inventories to firm production/shipments was in the range of 12

to 14 percent throughout the period.

38 L etter from ***, November 14, 2006.
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Table llI-7

Coated free sheet paper: U.S. end-of-period inventories, 2004-06, January-June 2006, and

January-June 2007

Calendar year January-June!
Iltem
2004 2005 2006 2006 2007
Inventories (short tons) 613,937 631,606 615,487 651,033 660,679
Ratio to production (percent) 12.7 12.8 12.4 13.1 13.2
Ratio to U.S. shipments (percent) 13.3 13.8 13.3 14.3 14.5
Ratio to total shipments (percent) 125 12.8 12.4 134 135

! January-June ratios are based on annualized production and shipment data.

Note.—***,

Source: Compiled from data submitted in response to Commission questionnaires.

U.S. PRODUCERS EMPLOYMENT, WAGES, AND PRODUCTIVITY

The average number of production and related workers (PRWSs) producing CFS paper fell
consistently from 8,110 workersin 2004 to 6,641 workersin January-June 2007 (table I11-8). Hours
worked, wages paid, and hourly wages also declined from 2004 and 2006 and then stabilized somewhat
during the interim periods. The annual declines were substantial with hours worked, wages paid, and
hourly wages falling by 17.2 percent, 28.8 percent, and 14.1 percent, respectively, from 2004 to 2006.
The magnitude of the decline is largely due to figures reported by *** athough other firms, in particular
*** 39 also reported workforce reductions and Pasadena shut down its entire mill.*® *** > Hourly wages
paid to PRWs by *** declined from $*** per hour in 2004 to $*** per hour in 2006. |n contrast, hourly
wages paid to PRWs by *** increased from $** per hour in 2004 to $*** per hour in 2006 while those
paid by *** rose from $*** to $*** over the same three-year period.** A representative of the USW
testified at the Commission’s hearing that there have been reductions in wages for current employees as
part of collective-bargaining processes.*® Productivity for the combined CFS paper industry rose steadily
throughout the 2004-06 period while unit labor costs fell.* Both productivity and unit labor costs were
relatively stable in the interim periods.

® Asindicated earlier, the *** shutdown of *** resulted in the lay-off of approximately *** employees.

40 The Pasadena closure, according to its questionnaire response, resulted in loss of *** manufacturing jobs.
L E-mail from ***, September 6, 2007.

42 Calculated from *** s producer questionnaire responses, question 11-10.

43 Hearing transcript, p. 100 (LaCosse).

4 Productivity has increased as aresult of the shutdown in less efficient machinery (or restructuring). Petitioner’s
postconference brief, exh. 1, p. 67. NewPage also points out that any shift in the relative shares of roll and sheet
production will impact productivity. Sheet production requires additional labor hours compared to web roll
manufacturing. Ibid., exh. 1, p. 67. In 2004, *** percent of the U.S. industry’ s CFS paper was manufactured as a
web roll and *** was in sheeter roll form; in 2006, the respective shares were *** percent and *** percent (table D-
1). The shares of sheets, accordingly, fell from *** percent in 2004 to *** percent in 2006. |bid.
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Table 111-8
Coated free sheet paper: Employment-related indicators, 2004-06, January-June 2006, and
January-June 2007

Calendar year January-June
tem 2004 2005 2006 2006 2007
Production and related workers (PRWSs) 8,110 7,199 6,666 6,777 6,641
Hours worked by PRWs (1,000 hours) 17,104 15,231 14,169 7,126 7,182
Wages paid to PRWs (1,000 dollars) 508,029 | 404,836 | 361,513 | 181,652 | 180,983
Hours worked per worker (1,000 hours) 2,109 2,116 2,126 1,052 1,081
Hourly wages $29.70 $26.58| $25.51| $25.49( $25.20
Productivity (short tons produced per 1,000 hours) 282.9 3235 351.0 347.6 348.2
Unit labor costs (per short ton) $104.97( $82.17| $72.69| $73.33| $72.37
Source: Compiled from data submitted in response to Commission questionnaires. (***).

NewPage noted during the preliminary phase of the investigations that plant closures have
resulted in the layoffs of over 1,000 workers and that many of them have met the certification
requirements for Trade Adjustment Assistance benefits.®® Workers were certified at 16 CFS paper mills
since January 1, 2003.* The United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied
Industrial, and Service Workers International Union, AFL-CIO-CLC (or USW) filed aletter, dated
October 27, 2006, in support of the petition. The USW represents the following mills. Appleton
(Combined Locks, WI); Fraser Papers (Madawaska, ME); Gladfelter (Spring Grove, PA); International
Paper (Courtland, AL); Mohawk (Cohoes, NY); NewPage (Escanaba, MI; Luke, MD; Rumford, ME; and
Wickliffe, KY), Sappi (Cloquet, MN; Hinckley, ME; Muskegon, MI; and Westbrook, ME); Smart Papers
(Hamilton, OH); and Stora Enso (Kimberly, WI; Wisconsin Rapids, WI; and Stevens Point, WI); and
Verso (Jay, ME). Representatives of the USW testified at the both the Commission’ s conference and
hearing that 95 percent of the CFS paper capacity in the United States is in unionized mills and that the
USW represents over 90 percent of the workers.*’

“ Petitioner’ s postconference brief, p. 3.

“6 Petitioner’ s postconference brief, exh. 2. One of the mills listed in the exhibit (Wausau Paper Corp.) is not
believed to produce paper that meets the definition of the subject merchandise.

47 Conference transcript, pp. 33-34 (Hart) and hearing transcript (L acosse), pp. 49-50.
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PART IV: U.S.IMPORTS, APPARENT CONSUMPTION, AND MARKET
SHARES

U.S. IMPORTERS

The subject product isimported by avariety of mill agents, independent brokers, and paper
merchants. In some instances, trading companies sell subject paper to paper merchants that are
themselves importers, resulting in the potential for the double-counting of reported imports.> Importer
guestionnaires were sent to 83 firmsidentified in proprietary Customs documents under the HTS
reporting numbers identified in the petition (and subsequently in Commerce’ s initiation notices and
notices of its preliminary determinations) as having imported CFS paper from any source from January
2004 through April 2007.2 Of these firms, data for 33 importers were accounted for in completed
importer questionnaires,® 34 importers did not respond,* and 12 firms indicated that they did not, in fact,
import CFS paper.° ® Table IV-1 identifies responding importers.

Table IV-1

Coated free sheet paper: U.S. importers’ reported subject U.S. imports in 2006, shares of the
guantity of reported subject U.S. imports, parent firm(s), and identified foreign manufacturer(s), by
source

As shown both in proprietary Customs documents and in table V-1, arelatively small number of
importers accounted for the mgjority of U.S. imports of CFS paper from China, Indonesia, and Korea.
The most substantial U.S. importers of subject merchandise from China during January 2004 to April

Lx+* for example, stated in itsimporter questionnaire response (question I-7) during the preliminary phase of the
investigations that it was “ not able to determine whether its purchasers were the consignee {in Customs documents}
on some or all of the transactions during the period in question.” See also INV-DD-163 (December 8, 2006), p. IV-
5, for additional discussion. Commission staff modified the importer questionnaire (see questions I-7a and 1-7b) and
worked with respondents during the final phase of the investigations to address and largely eliminate the double-
counting of data.

2 At the time the mailing list was compiled, proprietary Customs documents were available only through April
2007. Importer questionnaires were also sent to al U.S. producers of CFS paper.

% The number of responding firms (33) will not equal the number of firms shown in table V-1 (31) sinceto
simplify reporting and minimize double-counting responding importer/consignees, in certain instances, included data
for their customers that had also been listed in proprietary Customs documents as the importer/consignee for some
imports at some point during the period examined.

“ Of the non-responding importers, one-half imported CFS paper from China, Indonesia, and/or Korea and one-
half imported from all other countries. With the exception of ***, an importer from Indonesia (whose questionnaire
response was, per telephone interviews with Commission staff, to include data for *** and *** and another
Indonesian importer ***), non-responding firms accounted for arelatively minor share of total imports from China,
Indonesia, and Korea

® These firms consisted of ***. Information on the actual productsimported is provided (for most of these firms)
inapp. D. (*** isafreight forwarder of merchandise from Italy. E-mail from***, July 17, 2007).

® In addition, four firms that had been identified in the petition (but not in proprietary Customs documents) as
possible importers that had not responded to the importer questionnaire issued in the preliminary phase of the
investigations again did not respond to the importer questionnaire in the final phase.
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2007 were; *** 7 *** grerelated to the Chinese manufacturers from which they import. ***® accounted
for the bulk of U.S. subject imports from Indonesia during the period examined.® As discussed in the
notes to table I'V-1, most subject merchandise from Indonesia was imported by ***° until ***; from ***
onward subject merchandise was almost entirely sold in the U.S. market through ***. The most
substantial U.S. importers of CFS paper from Korea during the period examined in terms of volume of
subject merchandise were ***, ***  Global Fibres, Moorim USA and Shinho USA arerelated to Korean
CFS paper manufacturers.

COMPARISON OF AVAILABLE DATA MEASURING U.S. IMPORTS

Table V-2 presents data measuring the flow of CFS paper from the subject sources as reported in
Commerce statistics and in response to Commission importer and foreign producer questionnaires. Notes
to the table identify and discuss discrepancies among the various datasets. For the purposes of this report,
U.S. imports of CFS paper are compiled from the following sources:

(1) China.—Data are compiled from U.S. imports reported in importer questionnaires.
Official Commerce statistics for the HTS numbers identified in the scope language
substantialy understate imports of the subject merchandise in 2004 and 2005; official
Commerce statistics that include 4811.59.2000 and 4811.90.8000 include ***.** Further,
U.S. imports of product manufactured by one Chinese firm (Gold Hua Sheng Paper
(Suzhou Industrial Paper) Co., Ltd.) *** consists of merchandise now reported to not
meet the definition of CFS paper.*

It should be noted that the use of importer questionnaire datato measure imports may ***
distort the trends shown for imports of subject merchandise from China. U.S. imports of
CFS paper reported in the importer questionnaires declined from 2004 to 2005 while
exports to the United States reported by the Chinese manufacturers were generally level.
Further, the magnitude of the rise in Chinese imports reported in importer questionnaire
responses from 2004 to 2006 (66.1 percent) is*** than the increase in Chinese-
manufactured exports to the United States (*** percent).” 4

Txxx %% gimporter questionnaire response, questions -2, -4, and 11-5.

8 xx*

® See also submission from counsel for the Indonesian respondents (September 24, 2007) providing 2006 export
sales of subject merchandise to the United States, by customer.

10 %%

1 Although “***,” once certain U.S. importers stopped misclassifying subject merchandise under HTS reporting
numbers 4811.59.2000 and 4811.90.8000 (which apparently occurred sometime in ***) the remaining entries under
those reporting numbers are, by definition, nonsubject merchandise. See app. D. for a discussion of the
misclassification of CFS paper in these HTS statistical reporting numbers.

12 See Chinese respondents and Unisource' s posthearing brief, Answers to Commissioner Questions, p. 30.

¥ Commission staff worked with counsel for the Chinese manufacturers to reconcile U.S. import data (in
particular, that reported by ***) to Commerce data. See e-mail, dated August 16, 2007, to counsel for Chinese
manufacturers. ***, *** Auygust 31, 2007.

14 U.S. imports from China classified in official Commerce statistics for the HTS statistical reporting numbers
identified in the scope plus HT'S numbers 4811.59.2000 and 4811.90.8000 increased by 119.8 percent from 2004 to
2006; at least a portion of thisincrease isdueto ***,
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Table IV-2

Coated free sheet paper: Comparison of Commerce import statistics to data on U.S. imports and exports
to the United States reported in Commission importer and foreign producer questionnaires, by source,
2004-06, January-June 2006 and January-June 2007

January-June

Data source 2004 2005 2006
2006 2007
Quantity (short tons)
China
Commerce statistics for HTS numbers listed
in Commerce’s initiation notices 32,277 109,328 291,035 144,323 72,728
Above Commerce statistics plus HTS
reporting numbers 4811.59.2000 and
4811.90.8000* 145,112 175,548 318,956 153,829 80,252
U.S. imports reported in importer
guestionnaires 160,668 142,831 267,746 125,803 77,367
Exports to the United States reported in the
foreign producer questionnaires rkk rkk rkk Fhk rkk
Indonesia

Commerce statistics for HTS numbers listed
in Commerce’s initiation notices 33,319 29,418 54,969 33,053 8,399
Above Commerce statistics plus HTS
reporting numbers 4811.59.2000 and
4811.90.8000? 36,128 32,461 61,746 35,263 12,266

U.S. imports reported in importer
guestionnaires

Exports to the United States reported in the
foreign producer questionnaires

*k%k

Table continued on next page.

V-3




Table IV-2--Continued

Coated free sheet paper: Comparison of Commerce import statistics to data on U.S. imports and exports
to the United States reported in Commission importer and foreign producer questionnaires, by subject

source, 2004-06, January-June 2006, and January-June 2007

Data source

2004

2005

January-June

2006

2006

2007

Quantity (short tons)

Korea

Commerce statistics for HTS numbers listed
in Commerce’s initiation notices®

430,444

417,113

471,215

240,713

228,260

Subject sources:
U.S. imports reported in importer
questionnaires (subject sources)

*kk

*k*k

*kk

*k%k

*kk

Exports to the United States reported
in the foreign producer questionnaires

*k%k

Nonsubject sources:
U.S. imports reported in importer
questionnaires (subject sources)

Exports to the United States reported
in the foreign producer questionnaires

*kk

Total:
U.S. imports reported in importer
questionnaires (subject sources)

455,918

420,013

433,840

217,735

216,564

Exports to the United States reported
in the foreign producer questionnaires

466,446

417,086

465,757

240,969

222,766

A

other sources

Commerce statistics for HTS numbers listed
in Commerce’s initiation notices

1,076,558

944,088

914,535

491,941

349,590

U.S. imports reported in importer
guestionnaires

442,680

350,648

375,629

156,058

182,732

Exports to the United States reported
in the foreign producer questionnaires

*k%k

*k%k

*k%k

*k%k

*kk

! Additional information on the misclassification of CFS paper under these HTS reporting numbers is provided in app. D.
2 The volume of U.S. imports from Indonesia entered under HTS numbers 4811.59.2000 and 4811.90.8000 is relatively
small. ***, In addition, *** reported importing subject merchandise from Indonesia under yet a different HTS number

(4802.57.1000). ***'s importer questionnaire response, question II-8.

% Data are not presented for official Commerce statistics including HTS numbers 4811.59.2000 and 4811.90.8000 since
the volume of U.S. imports from Korea under these numbers is relatively small. Moreover, there is no information on the
record concerning any misclassifications of Korean-manufactured product in these items. See INV-DD-163 (December 8,

2006), p. IV-7, for data on U.S. imports from Korea entered under HTS numbers 4811.59.2000 and 4811.90.8000.

Notes continued on next page.
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Continuation.
Note.—There are the following identified discrepancies in data sources:

China.—There are relatively minor variations between U.S. imports reported in importer questionnaire data and exports to
the United States reported in foreign producer questionnaires.

Indonesia.—(A) Exports to the United States reported in Pindo Deli & Tjiwa Kimia’'s foreign producer questionnaire *** U.S.
imports reported in importer questionnaires for ***, *** See submission by counsel for Indonesian manufacturers,
September 24, 2007. Commission staff has the following observations. The data provided by the Indonesian
manufacturers generally *** to importer questionnaire data submitted to the Commission and proprietary Customs
documents ***,

(B) Exports to the United States reported in Pindo Deli & Tjiwa Kimia's foreign producer questionnaire *** official
Commerce data (imports) for *** onward. This is believed to be due to the relatively substantial misclassification of subject
merchandise in HTS numbers other than those identified in Commerce’s scope primarily by ***.

Korea (subject).—Reported exports to the United States are generally comparable to questionnaire data for U.S. imports,
although there is some discrepancy for ***,

Korean (nonsubject).—Reported exports to the United States are generally comparable to questionnaire data for U.S.
imports, although there is some discrepancy for ***,

All other sources.—Exports to the United States reported in foreign producer questionnaires will not equal imports to the
United States reported in importer questionnaires since responses were received from various (and differing) countries.

Source: Compiled from official Commerce statistics, proprietary Customs data, and from data submitted in response to
Commission questionnaires, unless otherwise noted.

(2) Indonesia—Data are compiled from exports to the United States reported by the
foreign manufacturers. Official Commerce statistics for the HTS numbersidentified in
the scope language substantially understate imports of the subject merchandise
(particularly from ***); imports reported in response to the importer questionnaires are
also believed to be *** in ***,

3) Korea—Data are compiled from exports to the United States reported by the subject
and nonsubject manufacturers. Official Commerce statistics do not provide a breakout by
manufacturer required to separate subject merchandise from nonsubject merchandise;
imports reported in response to the importer questionnaires are believed to be *** in ***,

(4) All other countries—Data are compiled from official Commerce statistics. All other
data sources are understated.

U.S.IMPORTS

Table 1V-3 presents data on U.S. imports of CFS paper. The quantity of aggregated U.S. imports
from China, Indonesia, and Korea (subject) declined from 2004 to 2005 and then rose in 2006 for an
overall increase of *** percent. By country, U.S. imports from both China and Korea (subject)™ fell

> NewPage also claimed during the preliminary phase of the investigations that “the temporary leveling off of
U.S. imports from Korea in 2005 was widely understood to be the result of competition from China.” Petitioner’s
postconference brief, p. 42. Asdiscussed earlier, the 2004-05 trend for U.S. imports of CFS paper from China
calculated during the final phase of the investigations differed from that presented during the preliminary phase.
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Table IV-3

Coated free sheet paper: U.S. imports, by sources, 2004-06, January-June 2006, and January-June 2007

Calendar year January-June
Source
2004 2005 2006 2006 2007
Quantity (short tons)
China 160,668 142,831 267,746 125,803 77,367
Indonesia ok - —-— ok ok
Korea (subject) ok - —_— ok ok
Subtotal subject ok Kok Kok ok ok
Korea (nonsubject) - - —-— —-— —-—
Canada 295,016 299,302 158,249 103,464 49,023
Finland 218,296 185,486 224,267 109,155 96,297
Germany 160,034 108,414 136,031 74,019 58,323
All other sources 403,211 350,886 395,989 205,303 145,946
Subtotal nonsubject rkk *kk Fhk rrx rkx
Total ok ok —-— ok ok
Value (1,000 dollars)*
China 130,058 118,991 223,767 105,794 63,484
Indonesia ok ok ok ok ok
Korea (subject) ok Kok Kok ok ok
Subtotal subject - ok - —-— —-—
Korea (nonsubject) ok - —-— ok ok
Canada 259,462 273,042 139,434 92,424 42,205
Finland 171,936 150,171 182,597 88,675 86,194
Germany 147,829 110,904 137,177 73,873 60,670
All other sources 425,014 423,612 461,121 232,944 183,354
Subtotal nonsubject rkk *kk Fkk i rokk
Total ok Kok ok ok ok
Unit value (per short ton)*

China $809 $833 $836 $841 $821
Indonesia ok Kok ok ok ok
Korea (subject)? —-— —-— ok - —-—
Average subject ok - —-— ok ok

Table continued on next page.
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Table IV-3

Coated free sheet paper: U.S. imports, by sources, 2004-06, January-June 2006, and January-June 2007

Calendar year January-June
Source
2004 2005 2006 2006 2007
Unit value (per short ton)*
Korea (nonsubject) Grx Grxx Frxx r* rx
Canada 879 912 881 893 861
Finland 788 810 814 812 895
Germany 924 1,023 1,008 998 1,040
All other sources 1,054 1,207 1,164 1,135 1,256
Subtotal nonsubject ok ok ek . ok
Total ok ok - ok ok
Share of quantity (percent)
China *kk *kk *kk Fokk *kk
Indonesia ok ok ok ok ok
Korea (subject) *kk *xk *xk *kk *kk
Subtotal subject *kk *kk *xk Kk *kk
Korea (nonsubject) ok ok ok ook ok
Canada ok ok ok - ok
Finland ok ok . ok ok
Germany *kk *kk *kk *kk *kk
All other sources ik ok Hokk ok ok
Subtotal nonsubject ok ok ook . ok
Total 100.0 100.0 100.0 100.0 100.0
Share of value (percent)

China *kk *kk *kk Fokk *kk
Indonesia ok ok ok ok ok
Korea (subject)? *kk . *kx *kk *kk
Subtotal subject *kk *kk *xk Kk xkk
Korea (nonsubject) ok ok ok ook ok
Canada ok ok ok ok ok
Finland ok ok - ok ok
Germany *kk *kk *kk *kk *kk
All other sources ik ok Hokx ok ok
Subtotal nonsubject ok ok ok ok *okk
Total 100.0 100.0 100.0 100.0 100.0

Notes on next page.
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Continuation.

* Landed, duty-paid.

2 Korean manufacturers note that the average unit value data in the staff report “appears to be distorted due to product
mix issues” and point out that the unit values indicate different prices and trends than the actual pricing data. They note that
Korea's pricing data are consistently above those for China but the average unit values show the opposite relationship. Korean
respondents' prehearing report, p. 54, n. 180. The revision of data in the staff report to include U.S. imports of product
manufactured by the now-subject manufacturer Hankuk somewhat *** the range in unit values between Korea (subject) and
China.

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce statistics.

from 2004 to 2005, while U.S. imports from Indonesia increased steadily from 2004 to 2006.° As noted
earlier, the 2004-05 decline in imports from China may be areporting artifice. Imports from each subject
source declined from January-June 2006 to January-June 2007 for a combined decrease of *** percent.”
The quantity of aggregated U.S. imports of CFS paper from nonsubject sources fell steadily by ***
percent from 2004 to 2006 and by *** percent from January-June 2006 to January-June 2007. Canada,
Finland, and Germany were the largest sources of product from nonsubject countries during the period
examined. Both petitioner and Korean respondents point to the reduction in CFS paper manufacturing
capacity in Canada as resulting in adeclinein U.S. imports of Canadian-manufactured product.’® A
portion of the nonsubject imports are acquired by U.S. producers (see the section of this report entitled

1 NewPage attributed what it labeled as the "surge” of U.S. imports of Indonesian-produced CFSto a
"displacement"” of Indonesia s exports to China as the Chinese expanded their domestic production capability.
Petitioner’ s postconference brief, p. 17. It provided atabulation showing the percent change in imports of CFSinto
Chinafrom Indonesiafor January-August 2005 to January-August 2006. Id. Indonesian respondents argued that the
"allegation” should be rejected since petitioner’ s figures are based on aggregating data into both China and Hong
Kong. Indonesian respondents’ postconference brief, pp. 15-16.

7 Petitioner states that “{i} mport levels from China and Indonesia during the interim 2007 period have not
decreased at al, and may, in fact, have increased slightly, due to misreporting and circumvention of the suspension
of liquidation in these cases.” It asserts that subject manufacturersin both China and Indonesia have started to enter
product using the HTS statistical reporting numbers for groundwood instead of entering it as CFS paper. |n support
of their assertion they cite the volumes of coated freesheet and coated groundwood imported from China and
Indonesia, by month, from January 2007 to June 2007. ***. Petitioner notes that Gold Hua Sheng identified itself
as aproducer of subject merchandise during the preliminary phase of the investigations. Petitioner’s prehearing
brief, pp. 47-56.

The Chinese respondents reply that: “{t} he APP China producers have always produced both coated free sheet
paper (with 10 percent or less mechanical pulp) and certain coated groundwood products (with over 10 percent
mechanical pulp). Theincrease in imports of coated groundwood products shown in Petitioner's chart { shown in
their prehearing brief at 49} results from two factors. 1) properly classifying coated groundwood products (***);
and 2) ***.” Chinese respondents and Unisource's posthearing brief, Responses to Questions from the Commission,
p. 30. Respondents' brief implies but does not explicitly state ***. According to respondents, Gold Hua Sheng only
exported paper to the United States containing more than 10 percent mechanical pulp. ***. Ibid.

Asindicated in Part | of this report, Commerce determined not to adopt the scope clarification requested by
NewPage to include “coated free sheet” that contains more than 10 percent semi-chemical pulp (which would
otherwise be classified a coated groundwood).

18 Petitioner’ s postconference brief, p. 10. Korean manufacturers point out that the reduction in nonsubject
importsis "accounted for aimost entirely” by the drop-off in imports from Canada and is the direct result of the plant
closures.
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“U.S. Producers’ Imports and Purchases’). *** 2 *** 20 Seetable 111-2 for acomplete listing of U.S.
producer imports and purchases.

CUMULATION CONSIDERATIONS

In ng whether imports compete with each other and with the domestic like product, the
Commission has generally considered four factors: (1) fungibility, (2) presence of sales or offersto sell
in the same geographica market, (3) common or similar channels of distribution, and (4) simultaneous
presence in the market. 1ssues concerning fungibility and channels of distribution are addressed in Part |1
of thisreport. Data on geographical markets are shown in appendix F;?* areview of monthly official
Commerce statistics that were placed on the record during the preliminary phase of the investigations
indicated that imports of CFS paper from each of the subject countries entered into the United States
during every month in the January 2003-September 2006 period for which data were then available.

THE QUESTION OF NEGLIGIBLE IMPORTS

The statute (section 771(24)(A)(i) of the Act) provides that imports from a subject country
corresponding to the domestic like product are negligible if such imports account for less than 3 percent
of the volume of all such merchandise imported into the United States in the most recent 12-month period
for which data are available that precedes the filing of the petition - in this case October 2005 through
September 2006.% The statute (section 771(24)(B) of the Act) further provides that in an investigation
under section 701, imports of subject merchandise from developing countries are negligible if such
imports account for less than 4 percent of the volume of all such merchandise imported into the United
States in the specified 12-month period. In accordance with section 771(B) of the Act, the United States
Trade Representative has desighated I ndonesia as a developing country under the countervailing duty
Ia\N.ZS 24

Table V-4 presents data on U.S. imports (that is based, in part, on surrogate export data) of CFS
paper for the 12-month period October 2005 through September 2006. Asindicated in the table notes,
data for China and nonsubject sources other than Korea consists of official Commerce statistics for U.S.
imports. Datafor Indonesiaand Korea (both subject and nonsubject) are compiled from information

19 %% g producer questionnaire response, question 11-16.
20%x*' g importer questionnaire response, question 11-5.

2L As shown in table F-1, merchandise from each subject source is shipped to each individual U.S. geographical
area, although there were *** U.S. imports of Indonesian-manufactured CFS paper in the *** region of the United
States. U.S. producers likewise served each region of the United States. West Linn isthe only U.S. manufacturer
located on the West coast (table 111-1); *** (West Linn's producer questionnaire response, question 11-15). ***,
Ibid. The*** portion of the domestically produced CFS paper shipped to or within the western region shown in
table F-1 (***) is manufactured by ***.

2 Also, section 771(24)(A)(iv) of the Act provides that the Commission shall not treat imports as negligible if it
determines that there is a potential that imports found to be negligible will imminently account for more than 3(4)
percent of total subject imports.

# 15 CFR § 2013.1.

2 Petitioner points out that Asia Pulp & Paper maintains CFS plants in both Indonesia and China and argues that
any termination of the subsidy investigation involving Indonesia“would likely divert production for its U.S.
customers from its Chinese mills to its Indonesian mills.” Petition, p. 19. See exh. I-15 of the petition for ***. Asia
Pulp and Paper isidentified in that exhibit as***,
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Table IV-4
Coated free sheet paper: U.S. imports, by sources and by month,* October 2005-September 2006

Korea
Korea (non-
Period China? Indonesia®* | (subject)®?® subject)®® All other® Total
Quantity (short tons)
2005:
October 7,822 ok ok ok 91,623 ok
November 12,620 e il e 87,615 e
December 12,504 il rrx il 85,576 i
2006:

January 20,686 Fork rhk Fork 81,121 Fork
February 14,379 b il b 68,128 e
March 24,161 work el Fork 93,267 il
April 28,420 Fork il i 89,344 Fork
May 25,311 Fork Frk rrx 84,296 bl
June 31,365 i ok i 75,785 i
July 22,212 il il i 73,891 Fork
August 27,682 Fork Fork rork 71,220 Fork
September 25,199 el il ok 72,035 ok
Total 252,361 e il b 973,900 i
Shares (percent) *hk 4.2 Fhk rkx Fhk 100.0

! Data are presented in order to allow for a month-to-month comparison.

2 Figures are official Commerce statistics for the HTS reporting numbers identified in the scope. Data will be
understated where CFS paper is misclassified in HTS reporting numbers other than those identified in the scope.
Data will be overstated where product other than CFS paper is entered under the "scope"” HTS reporting numbers
(e.g_’ ***)_

3 Figures are lagged by one month to account for shipping time. According to the Korean manufacturers,
shipping time from Asia to the United States is “about a month.” Korean respondents’ posthearing brief, app. A., p.
59.

* Figures are Indonesian manufacturers’ reported exports to the United States (for September 2005 to August
2006). Pindo Deli and Tjiwa Kimia’'s foreign producer questionnaire response, question II-14, and e-mail from
counsel for the Indonesian manufacturers, October 30, 2007.

® Figures are Korean manufacturers’ reported exports to the United States (for September 2005 to August 2006).
Submission from counsel for the Korean respondents, September 17, 2007.

® Figures are official Commerce statistics for the HTS reporting numbers identified in the scope. Data will be
understated where CFS paper is misclassified in HTS reporting numbers other than those identified in the scope.
Data will be overstated where product other than CFS paper is entered under the “scope” HTS reporting numbers.

Notes continued on next page.
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Continuation.

Note.—As indicated earlier, there are misclassifications of product both “within” (i.e., nonsubject product being
erroneously included) and “outside” (i.e., CFS paper not being properly classified) the HTS reporting numbers
identified in the scope). See app. D for a further discussion of the implications of the identified misclassifications
and the comments of Indonesian respondents.

Source: Compiled from official Commerce statistics (China and nonsubject sources other than Korea) and foreign
producer questionnaires and party submissions presenting U.S. exports to the United States (Indonesian and
Korea, both subject and nonsubject).

submitted by the counsels for the manufacturers in those countries and measure the volume of their
exportsto the United States. As shown, imports of CFS paper from China accounted for *** percent of
total U.S. imports, imports from Indonesia accounted for 4.2 percent, and imports from Korea
manufactured by the subject firms accounted for *** percent of total U.S. imports. The data measuring
negligibility presented in the staff report are comparable to those presented in the prehearing report (INV-
EE-145, October 2, 2007 (table 1V-5)) with the following exceptions:

(1) Official Commerce statistics (imports) were used to measure China. Datafor China
in the Commission’ s prehearing report were compiled from information submitted in
Gold East’ s foreign producer questionnaire response while data for the two other
identified exporters of CFS paper to the United States (Chenming Paper and Shandong
Sun, but not including ***) were compiled from proprietary Customs data.®

(2) Datafor Indonesiawere lagged to adjust for the (estimated) month difference between
the export of a shipment from an Asian country and its being entered into the United
States (and counted as an U.S. import by Census).?

% The net impact of this adjustment was to lower the Chinese negligibility totals from *** short tons (prehearing
report) to 252,361 short tons (final report) with no impact on the negligibility share for Indonesia (4.2 percent).
Official Commerce statistics were not used to measure U.S. imports el sewhere in this report (and initially not used in
the prehearing report for the negligibility calculation) due to the various misclassification errors for U.S. imports
from China at differing times during the period examined. However, as shown in table V-2 and in an examination
of the individual importer questionnaire responses for China (addressed in app. D), the misclassification of Chinese-
manufactured CFS paper under HTS reporting numbers 4811.59.2000 and 4811.90.8000 was not an identifiable
issue for 2006 (the calendar year most relevant to the negligibility period of October 2005-September 2006). Indeed,
official import statistics for the HTS statistical reporting numbers identified in the scope did not understate importer
guestionnaire responses and exports to the United States reported by Chinese manufacturers in 2006-- as was the
case in 2004 and 2005-- but instead overstated it.

% The net impact of this adjustment was to increase the Indonesian negligibility totals from *** short tons
(prehearing report) to *** short tons (final report) resulting in anegligibility share for Indonesia of 4.2 percent
(specifically, *** percent). (The unlagged prehearing report figure of *** short tons used with the revised staff
report total import figure of *** short tons would result in a negligibility share of *** percent for Indonesia).
Lagging exports from Indonesiaresulted in replacing a“*** month” (September 2006 when *** short tons were
exported) with a“*** month” (September 2005 when *** short tons were exported).
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(3) Datafor Korea (subject and nonsubject) were lagged and were further adjusted to
reflect Commerce’ sfinal determination that Hankuk-manufactured CFS paper is subject
merchandise.?’

APPARENT U.S. CONSUMPTION, U.S. MARKET SHARES,
AND RATIO OF IMPORTSTO U.S. PRODUCTION

Table IV-5 presents the apparent U.S. consumption and market shares of CFS paper for the
period examined (i.e., 2004-06, January-June 2006, and January-June 2007) while table V-6 presents
the ratio of U.S. imports to production. The quantity of U.S. consumption was relatively level during
2004-06 with a period low of *** short tons of CFS paper in 2005. Consumption declined from *** short
tons in January-June 2006 to *** short tons in January-June 2007 for a decline of *** percent.”® From
2004 to 2006, U.S. producers market sharesin terms of quantity were relatively stable gaining ***
percentage point on an overall basis. Imports of CFS paper from subject sources increased ***
percentage points in market share. The rise was primarily due to the increase in U.S. imports from China
(*** percentage points; the Indonesian share of the U.S. market rose by *** percentage point®® while the
share of subject Korean imports fell by *** percentage point). With respect to the interim periods, the
domestic industry’ s market share rose by *** percentage points while the share of subject imports
declined by *** points and the share of nonsubject importsfell by *** percentage points. The only
source, other than the domestic producers, to increase its share of the U.S. market during the January-June
2006 to January-June 2007 interim period was Korea (nonsubject), whose market share increased by ***.

" The net impact of these adjustments were to lower the Korean (subject and nonsubject combined) negligibility
totals from 461,951 short tons (prehearing report) to *** short tons (final report) with no impact on the negligibility
share for Indonesia (4.2 percent).

% Petitioner contends that interim comparisons are unreliable due to what it calls the substantial understatement
of what it labels as "subject" imports from China. Petitioner's posthearing brief, pp. 26-27. It states that
"guestionnaire responses have highlighted no such decline in coated free sheet demand; rather, the parties and
questionnaire responses uniformly reported increased demand for coated free sheet over the period examined.” 1bid,
p. 27.

% The Indonesian respondents state that what they label as the "dlight" increase in the market share for U.S.
imports from Indonesia was due to the "one time" stocking requirements for a particular customer. Indonesian
respondents' prehearing brief, p. 18.
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Table IV-5

Coated free sheet paper: U.S. consumption and market shares, by sources, 2004-06,
January-June 2006, and January-June 2007

Calendar year

January-June

Item
2004 2005 2006 2006 2007

Quantity (short tons)
U.S. producers’ U.S. shipments 4,630,831 4,585,403 | 4,627,631| 2,281,789 | 2,275,591
Total U.S. imports ok ok ok ok ok
U.S. consumption ook - - ok ook

Value (1,000 dollars)
U.S. producers’ U.S. shipments 3,803,852 | 4,066,115 4,154,576 | 2,049,324 | 2,053,968
Total U.S. imports ok ok ok ok il
ok Kok ok ok ok

U.S. consumption

Share of quantity (percent)

U.S. producers’ U.S. shipments ok ek Hok ok ok
U.S. imports from--

China Kokk *okk Fkok Fkok Fkk

Indonesia *kk *kk *kk *kk *kk

Korea (subject) ok Hok Hok ok ok

Subtotal subject *kk i *kk Hokk okk

Korea (nonsu bject) *kk *kk *kk *kk *kk

Canada *kk *kk *kk *kk ok

Finland *kk *kk Hkk Hkk Hkk

Germany *hk *kk Fkk Hkk Hkk

All other sources i *kk *kk *kk *kk

Subtotal nonsubject ok ok Hokk Kok -

*kk Hkk Hkk Hkk Hkk

Total

Table continued on next page.
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Table IV-5

Coated free sheet paper: U.S. consumption and market shares, by sources, 2004-06,
January-June 2006, and January-June 2007

Item

Calendar year

January-June

2004

2005

2006

2006 2007

Share

of value (pe

rcent)

U.S. producers’ U.S. shipments

*%%

*k%

*kk

*kk

*kk

U.S. imports from--

China

*kk

*kk

*kk

*kk

*kk

Indonesia

*kk

*kk

*kk

*%k%

*%k%

Korea (subject)

*kk

*kk

*kk

*k%

*%%

Subtotal subject

*k%

*kk

*kk

*k*k

*%%

Korea (nonsubject)

*kk

*kk

*kk

*kk

*kk

Canada

*kk

*kk

*%k%

*%k%

*k%k

Finland

*k%

*kk

*k*%

*%%

*%%

Germany

*kk

*kk

*k*k

*%%

*%%

All other sources

*kk

*kk

*kk

*kk

*kk

Subtotal nonsubject

*k%

*kk

*kk

*kk

*k%

Total

*kk

*k*k

*k*%

*%%

*%%

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce

statistics.
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Table V-6

Coated free sheet paper: U.S. production, imports, and ratios of imports to U.S. production,
2004-06, January-June 2006, and January-June 2007

Calendar year

January-June

Iltem
2004 2005 2006 2006 2007
Quantity (short tons)

U.S. production 4,839,651 | 4,926,891 4,973,370 | 2,477,182 | 2,500,813

Subject U.S. imports from--
China 160,668 142,831 267,746 125,803 77,367
Indonesia — — - ok ok
Korea (subject) ok ok ok ok ok
Subtotal subject ok ok - Kok ook
Korea (nonsubject) ook - - Kok ook
Canada 295,016 299,302 158,249 103,464 49,023
Finland 218,296 185,486 224,267 109,155 96,297
Germany 160,034 108,414 136,031 74,019 58,323
All other sources 403,211 350,886 395,989 205,303 145,946
Subtotal nonsubject rxk *xk *kk *hk Fokk
Total ok Kok ok ok ok

Ratio to production (percent)

Subject U.S. imports from--
China 3.3 29 54 51 3.1
Indonesia ok - ok ok ok
Korea (subject) - - - ok ook
Subtotal subject ok Kok Kok ok ok
Korea (nonsubject) ok ok Kok ok ok
Canada 6.1 6.1 3.2 4.2 2.0
Finland 4.5 3.8 4.5 4.4 3.9
Germany 3.3 2.2 2.7 3.0 2.3
All other sources 8.3 7.1 8.0 8.3 5.8
Subtotal nonsubject i *kk *kk ok rxk
Total - ok ook ook ook

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce

statistics.
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PART V: PRICING AND RELATED INFORMATION
FACTORSAFFECTING PRICES
Raw Material Costs

Raw materials as a share of cost of goods sold for domestic producers of CFS paper increased
between 2004 and 2006, increasing from 47 percent of the cost of goods sold in 2004 to 52 percent in
2006. Theraw material costs for producing CFS paper are pulp, oil, and natural gas. Raw material costs
per short ton increased by about 12 percent between 2004 and 2006. Petitioner indicates that the
long-term outlook for fundamental costs of their raw materials depends on the outlook for prices of ail
and natural gas and expectsthat in near future, their raw material costs will increase proportionally to any
further increase in these prices.’

Transportation Coststo the U.S. Market

Transportation costs for CFS paper shipped from Chinato the United States averaged 16.6
percent of the customs value during 2006. Transportation costs for CFS paper shipped from Indonesiato
the United States averaged 16.5 percent of the customs value during 2006. Transportation costs for CFS
paper shipped from Koreato the United States averaged 15.0 percent of the customs value during 2006.
These estimates are derived from official Commerce statistics.?

U.S. Inland Transportation Costs

Transportation costs on U.S. inland shipments of CFS paper generally account for a small-to-
moderate share of the delivered price of these products. For U.S. producers, reported costs ranged from 1
percent to 12 percent of the delivered price for paper in sheet form and from 8 percent to 12 percent of the
delivered pricein web roll form. For importers the costs ranged from 1 percent to 12 percent of the
delivered price for paper in sheet form and over 3 percent to 28 percent of the delivered price in web roll
form.?

Exchange Rates

Nominal and real exchange rate datafor China, Indonesia, and Korea are shown in figure V-1.*

! Hearing transcript, pp. 150-151 (Button).

2 The estimated cost was obtained by subtracting the customs value from the c.i.f. value of the imports for 2006
and then dividing by the customs value. This calculation used import data for the following HTS reporting numbers
4810.13.2010; 4810.13.2090; 4810.13.5000; 4810.13.7040; 4810.14.1900; 4810.14.2010; 4810.14.2090;
4810.14.5000; 4810.14.7040; 4810.19.1900; 4810.19.2010; and 4810.19.2090.

® The importer that reported 28 percent was ***. The second-highest reported transportation cost by importers for
web roll was 11 percent.

* Real exchange rates are calculated by adjusting the nominal rates for movementsin producer pricesin the
United States and each of the subject countries.
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Figure V-1
Exchange rates: Indices of the nominal and real exchange rates of the subject countries’
currencies relative to the U.S. dollar, by quarters, January 2004-June 2007
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Figure continued on next page.
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Figure V-1--Continued
Exchange rates: Indices of the nominal and real exchange rates of the subject countries’
currencies relative to the U.S. dollar, by quarters, January 2004-June 2007
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Source: International Monetary Fund, International Financial Statistics online, http://imfstatistics.org/imf, retrieved
September 4, 2007.

PRICING PRACTICES
Pricing M ethods

When U.S. producers were asked how they determined the prices that they charge for CFS paper,
responses were varied. Transaction-by-transaction negotiations and set price lists were cited most often.
Most responding importers reported the use of transaction-by-transaction negotiations, price lists, or
prices that reflect market conditions.

U.S. producers reported that they quote prices of CFS paper both on an f.0.b. basisand on a
delivered basis.®> Virtually all responding importers reported that they quote on a delivered basis.

Petitioner also reported that shipping CFS in web-roll form is more efficient than shipping sheets
because web rolls are easier to stack.® Respondent importers, on the other hand, reported that shipping
web rollsisless efficient than shipping sheets because they cannot be containerized, resulting in more
unused space in the shipping vessel, and that transportation costs per ton are higher for web rolls.”

One-half of responding U.S. producers reported that the majority of their sales are made from
inventory, with the remainder reporting that the majority of sales are produced to order. Lead timesfor

® Four U.S. producers reported quoting on an f.o.b. basis and three reported quoting on a delivered basis.
® Petitioner’ s postconference brief, exh. 1, p. 11.

 Conference transcript, pp. 103-104 (Anderson), 120 (Dragone), and 167 (Hunley). Korean respondents’
postconference brief, p. 10. Chinese respondents’ postconference brief, p. 7.
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delivery of CFS paper for U.S. producers ranged from to one day to four weeks on sales from inventory
and ranged from 10 days to 30 days on sales produced to order. For importers, nine of 23 responding
importers reported that the majority of their sales are made from inventory. Lead timesfor
delivery of CFS paper for importers ranged from to one day to 9 months on sales from inventory and
ranged from three weeks to six months on sales produced to order. Respondent importers reported that
due to the longer lead times associated with the imported product, merchants buying imports must hold
them in inventory and thus face additional handling costs.®

Twenty-eight responding purchasers indicated that there are price leaders in the U.S. market for
CFS paper.® Among the companies most mentioned were domestic producers NewPage, which was
named by 14 purchasers, Sappi, which was named by 12 purchasers, and Storo which was named by 10
purchasers. Petitioners claim that domestic suppliersare***.° However, while subject suppliers that
were identified as price leaders were more frequently characterized as exhibiting "downward" or
"competitive" price leadership, subject suppliers were less frequently named by purchasers as price
|eaders than domestic producers. Subject supplier identified as price leaders include Gold East which was
named by four purchasers, Unisource which was named by 2 purchasers, and APP, Bradner/Hankuk,
Chenming, and Spicer Paper which were each named by one purchaser.

Sales Terms and Discounts

U.S. producers and importers of CFS paper from China, Indonesia, and Korea were asked what
shares of their sales were on a (1) long-term contract basis (multiple deliveries for more than 12 months),
(2) short-term contract basis, and (3) spot sales basis (for asingle delivery) in 2005. Most responding
producers and importers reported the use of short-term contracts or spot sales.** Among producers, five
reported that at least half of their sales are on a short-term contract basis, three reported that they sell
nearly exclusively on a spot sales basis, and one reported that it sells mostly on along-term contract basis.
Among responding importers, 15 reported that they sell nearly exclusively on a spot sales basis, six
reported that they sell exclusively on a short-term contract basis, two reported that at |east half of their
sales were on a short-term contract basis, and one reported that they sell mostly on along-term contract
basis.

For U.S. producers selling on a contract basis, provisions varied from company to company.
Short-term contracts are typically for periods of one month to up to one year, while long-term contracts
are for periods of one to three years. For both long- and short-term contracts, quantity, price, or both
quantity and price were fixed, depending on the firm. All but one responding producer reported that price
can be renegotiated at least sometimes in both their short- and long-term contracts during the contract
period. Although three of six responding producers indicated that their short-term contracts had a meet-
or-release provision, none of four responding producers indicated that their long-term contracts had these
provisions. In the case of importers, short-term contracts are typically for periods of one month to up to
oneyear. Seven of 14 responding importers reported that price can be renegotiated for their short-term
contracts during the contract period. These importer contracts typically do not contain meet-or-release
provisions.

Discount policies on sales of CFS paper vary widely. Six responding U.S. producers reported the
use of volume discounts. Fourteen of 25 responding importers reported use of some type of discounts,

8 Conference transcript, pp. 106, 140 (Anderson) and p. 109 (Cho).
® In addition, seven purchasers responded that there were no price leaders.
10 Petitioner’ s prehearing brief, p. 44.

1 Petitioner contends that the predominance of short-term contracts, as opposed to long-term contracts, allows
customers to switch suppliersfairly easily. Petitioner’s postconference brief, p. 8.
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with 10 importers reporting the use of quantity discounts. Respondent importers contend that importers
sales to merchants must incorporate a discount to offset the additional costs of handling imports and the
capital expenditures needed to maintain large inventories typically associated with import shipments.*?

PRICE DATA

The Commission requested U.S. producers and importers of CFS paper to provide quarterly data
for the total quantity and f.o.b. value of selected products that were shipped to unrelated merchants and
directly to end usersin the U.S. market.”* Data were requested for the period January 2004-June 2007.
The products for which pricing data were requested are as follows:

Product 1.—Coated free sheet, two-side coated sheets, 70-100 pounds text basis weights,
brightnesslevels 86-89.

Product 2.—Coated free sheet, two-side coated sheets, 70-100 pounds text basis weights,
brightnesslevels 90-91.

Product 3.—Coated free sheet, two-side coated sheets, 70-100 pounds text basis weights,
brightnesslevels 92-95.

Product 4.—Coated free sheet, two-side coated web rolls, 60-69 pounds text basis weights,
brightness levels 86-91.

Product 5.—Coated free sheet, two-side coated web rolls, 70-100 pounds text basis weights,
brightnesslevels 87 and above.

Product 6.—Coated free sheet, two-side coated sheeter rolls, 70-100 poundstext basis
weights, brightnesslevels 87 and above.

Product 7.—Coated free sheet, one-side coated sheets, 70-100 poundstext basis weights,
brightnesslevels 83 and above.

The Commission received usable pricing datafor sales of the requested products from eight U.S.
producers (*** ), ten importers of CFS paper from China (*** ), three importers of product from
Indonesia (***),* and eight importers of subject product from Korea (***), although not all firms
reported pricing for all products for all quarters. Merchant sales and direct sales pricing data reported by
these firms accounted for *** percent of U.S. producers’ U.S. shipments of CFS paper during 2006 ***
and *** percent of U.S. imports from China, *** percent of U.S. imports from Indonesia, *** percent of
U.S. imports from subject Korean sources, and *** percent of imports from nonsubject sources.

Price Trends

Weighted-average prices of CFS paper are presented in tables V-1 through V-14 and figure V-2.
The CFS paper market exhibits seasonality, as prices increase in the third, and possibly fourth, quartersin
anticipation of increased demand for books and catal ogs associated with holiday shopping.® Weighted-
average sales prices for most U.S.-produced products increased between the first quarter of 2004 and the

12 Conference transcript, pp. 106 (Anderson) and 109 (Cho). Korean respondents’ postconference brief, p. 30.

13 Petitioner states that the merchant sales prices carry more weight, as they account for *** percent of domestic
producers’ shipments and *** percent of subject import shipments.

14 Price data submitted by U.S. producer ***.

5 Importer *** could not identify whether its sales values were on an f.0.b. basis or on a delivered basisand is
therefore not represented here.

16 Petitioner’ s postconference brief, p. 8.
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second quarter of 2007 by amounts up to *** percent (see tables V-15 and V-16). The weighted-average
sales price for product 3 decreased by *** percent and *** percent for direct sales and merchant sales

respectively.

Table V-1

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 1*sold to merchants/distributors and margins of underselling/(overselling), by quarters,

January 2004-June 2007

Merchant Sales

United States

Korea (subject)

Nonsubject sources

Period : - - : : -
Price Quantity Price Quantity Price Quantity
(per short (short (per short (short Margin | (per short (short Margin
ton) tons) ton) tons) (percent) ton) tons) (percent)

2004:

Jan_Mar *%k%k *k% *k% *kk *kk $888 32’085 *k%k

Apr_June *%k% *%k% *%% *kk *kk 870 36’879 *%k%k

Ju|y-Sept. *k%k *%k% *k% *kk *k%k 898 30’928 *k%k

oct_DeC *%k% *k% *k%k *k%k *k%k 916 34’784 *kk
2005:

Jan.-MaI’. *k%k *%k%k *k%k *kk *k%k 888 32,806 *k%

Apr_June **k%k *%k% *k% *kk *k% 916 30’662 *k%

July_Sept *%k%k *%k% *k%k *kk *kk 923 25 715 *k%k

OC'[-DEC *%k% *%k% *kk *%%k *kk 911 24’936 *kk
2006:

Jan_Mar *%k%k *%k% *k%k *k%k *k%k 897 29’887 *k%k

Apr_June *%k%k *%k% *%% *kk *k%k 907 34’483 *%%

Ju|y-Sept. *k%k *%k%k *%k% *kk *k%k 953 36’358 *k%k

oct_DeC *%k% *k% *kk *k%k *k%k 952 26’197 *kk
2007:

Jan.-MaI’. *k%k *%k%k *k%k *kk *k%k 940 25,243 *k%

Apr_June *k%k *%k%k *k% *k%k *k%k 952 35‘904 *k%

Source: Compiled from data submitted in response to Commission questionnaires.

! Coated free sheet, two-side coated sheets, 70-100 pounds text basis weights, brightness levels 86-89.
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Table V-2

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 1sold directly to end users and margins of underselling/(overselling), by quarters, January
2004-June 2007

Table V-3

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 2*sold to merchants/distributors and margins of underselling/(overselling), by quarters,

January 2004-June 2007

Merchant Sales

United States China Indonesia
Period : - : - - :
Price Quantity Price Quantity Price Quantity
(per short (short (per short (short Margin | (per short (short Margin
ton) tons) ton) tons) (percent) ton) tons) (percent)
2004:
Jan.-Mar. $1,288 32,919 - - - - - -
Apr.-June 1,264 32,469 - - - - - -
July_Sept 1’299 30’059 *k% *kk *%k% *kk *k%k *kk
OC'[-DEC 1,313 27]033 *%k% *%k%k *%k% *k%k *%k% *kk
2005:
Jan_Mar 1’315 31’896 *k% *kk *%k% *kk *k%k *k%k
Apr.-June 1,297 29,852 - - - ok ik ok
July-Sept. 1,319 28,484 - - - ok ek ok
Oct.-Dec. 1,338 26,424 - - - Fkk ok ik
2006:
Jan.-Mar. 1,332 26,749 - - - ok ek ok
Apr.-June 1,305 30,120 - - - Fxk ok ok
July-Sept. 1,327 30,475 - - - ok ook bl
Oct.-Dec. 1,312 30,111 - - - ok ok ok
2007:
Jan.-Mar. 1,286 29,911 - - - ok ook bl
Apr.-June 1,301 30,985 - - - - - -

Table continued on next page.
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Table V-3--Continued
Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 2*sold to merchants/distributors and margins of underselling/(overselling), by quarters,

January 2004-June 2007

Merchant Sales
_ United States Korea (subject) Nonsubject sources
Period Price Quantity Price Quantity Price Quantity
(per short (short (per short (short Margin | (per short (short Margin
ton) tons) ton) tons) (percent) ton) tons) (percent)
2004:
Jan.-Mar. $1,288 32,919 - —- ok ok ok -
Apr.-June 1,264 32.469 Kok Kok ok ok Kok Kok
July-Sept. 1,299 30,059 ok —-— —-— —-— —-— ok
Oct.-Dec. 1,313 27,033 - ok ok ok - ok
2005:
Jan.-Mar. 1,315 31,896 - —-— ok - ok ok
Apr.-June 1,297 29,852 - - ok ok - —-—
July-Sept. 1,319 28,484 ok Kok ok ok ok -
Oct.-Dec. 1,338 26,424 Kok ok ok ok Kok Kok
2006:
Jan.-Mar. 1,332 26,749 - ok ok ok ok -
Apr.-June 1,305 30,120 Kok Kok ok ok Kok Kok
July-Sept. 1,327 30,475 ok —-— —-— —-— - ok
Oct.-Dec. 1,312 30,111 —-—- ok ok ok - n——
2007:
Jan.-Mar. 1,286 29911 - —-— ok —-— ok -
Apr.-June 1,301 30,985 - ok ok ok - -
! Coated free sheet, two-side coated sheets, 70-100 pounds text basis weights, brightness levels 90-91.
Source: Compiled from data submitted in response to Commission questionnaires.

Table V-4

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 2sold directly to end users and margins of underselling/(overselling), by quarters, January
2004-June 2007

Table V-5

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 3sold to merchants/distributors and margins of underselling/(overselling), by quarters,
January 2004-June 2007
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Table V-6

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 3sold directly to end users and margins of underselling/(overselling), by quarters, January
2004-June 2007

Table V-7

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 4*sold to merchants/distributors and margins of underselling/(overselling), by quarters,

January 2004-June 2007

Merchant Sales
United States China Nonsubject sources
Period : - : - - :
Price Quantity Price Quantity Price Quantity
(per short (short (per short (short Margin | (per short (short Margin
ton) tons) ton) tons) (percent) ton) tons) (percent)
2004:
Jan.-Mar. $724 143,107 - - - ok ik ok
Apr.-June 725 156,614 - - - el ek ok
July-Sept. 769 149,552 - - - ok vk bl
OC'[-DEC 807 145]151 *k% *k%k *%k% *kk *%k% *k%k
2005:
Jan_Mar 819 142’636 *%k% *kk *%k%k *k%k *k% *k%
Apr_June 852 1301234 *k%k *kk *%k% *kk *%k% *kk
July_Sept 856 146 905 *%k% *kk *%k% *kk *%k% *%k%k
OCt.-DEC. 843 150]175 *k%k *kk *%k% *kk *%k%k *kk
2006:
Jan_Mar 839 149'773 *%k% *kk *%k% *kk *%k% *k%k
Apr.'June 852 144'190 *%k% *kk *%k% *kk *%k%k *kk
July'Sept 865 162'911 *%k% *kk *%k% *k%k *%k%k *k%
OCt_DeC 856 144]195 *k%k *k%k *%k% *kk *%k% *k%k
2007:
Jan_Mar 841 133'594 *%k% *kk *%k% *kk *k%k *k%k
Apr_June 831 138’414 *%k% *kk *k% *kk *%k% *kk
! Coated free sheet, two-side coated web rolls, 60-69 pounds text basis weights, brightness levels 86-91.
Source: Compiled from data submitted in response to Commission questionnaires.

Table V-8

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 4sold directly to end users and margins of underselling/(overselling), by quarters, January
2004-June 2007
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Table V-9

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 5'sold to merchants/distributors and margins of underselling/(overselling), by quarters,

January 2004-June 2007

Merchant Sales

United States China Nonsubject sources
Period : - : - - :
Price Quantity Price Quantity Price Quantity
(per short (short (per short (short Margin | (per short (short Margin
ton) tons) ton) tons) (percent) ton) tons) (percent)
2004:
Jan.-Mar. $715 203,421 - - - ok ik el
Apr.-June 713 206,239 - - - ok ik il
July-Sept. 771 228,666 - - - ok ik ol
OCt‘DeC 810 216’635 *%k%k *k%k * k% *k% *%k%k * k%
2005:
Jan_Mar 824 203,929 *%k%k *k% * k% *k% *%k%k * k%
Apr_June 849 175,383 *%k%k *k%k * k% *k% *%k%k * k%
July_sept 828 252 800 *%k%k *k%k * k% *k%k *%k%k * k%
OCt‘DeC 831 227’482 *%k%k *k% * k% *k%k *%k%k * k%
2006:
Jan_Mar 847 218’764 **k%k *k% *kk *k% *k%k *kk
Apr_June 874 200’390 *k%k *k%k * k% *k% **k%k * Kk
July_Sept 879 239 338 *k%k *k% *kk *k% **k%k *kk
OCt-DeC 855 219'562 *%k% *k% *kk *k% **k%k *k*k
2007:
Jan._Mar- 852 208,479 *%k%k *k% * k% *k% *%k%k *k*k
Apr.-June 837 197,619 - - -

above.

Source: Compiled from data submitted in response to Commission questionnaires.

! Coated free sheet, two-side coated web rolls, 70-100 pounds text basis weights, brightness levels 87 and
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Table V-10

Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported
product 5sold directly to end users and margins of underselling/(overselling), by quarters, January
2004-June 2007

Table V-11
Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported

product 6sold to merchants/distributors and margins of underselling/(overselling), by quarters,
January 2004-June 2007

* * * * * * *
Table V-12

Coated free sheet paper: Weighted-average f.o0.b. prices and quantities of domestic product 6 sold
directly to end users, by quarters, January 2004-June 2007

* * * * * * *
Table V-13
Coated free sheet paper: Weighted-average f.0.b. prices and quantities of domestic and imported

product 7 sold to merchants/distributors and margins of underselling/(overselling), by quarters,
January 2004-June 2007

* * * * * * *

Table V-14
Coated free sheet paper: Weighted-average f.o0.b. prices and quantities of domestic product 7 sold
directly to end users, by quarters, January 2004-June 2007

* * * * * * *

Figure V-2
Coated free sheet paper: Weighted-average f.0.b prices of domestic and imported products 1-7,
January 2004-June 2007

* * * * * * *
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Table V-15
Coated free sheet paper: Summary of weighted-average f.0.b. prices for products 1 through 7 sold
to merchants/distributors, by country, January 2004-June 2007

Number of Lowest price Highest price Change in price:!
Product/Country quarters (per short ton) (per short ton) (percent)
Product 1
u.Ss. Kk Kk Kk Kk
China *kk Kk Kk ok
Indonesia *okk *okk *okk ok
Subject Korea ook kk *okk *oxk
Nonsubject 14 870 953 7.2
Product 2
u.s. 14 1,264 1,338 1.0
China Hokok *kk *kk *kk
Indonesia ook kk ok Sxk
Subject Korea i okk okk kk
Nonsubject ok ok ok ok
Product 3
u.s. wok Kok o wkk
China *kk *kk *kk Kk
Nonsubject ook ok *kk ok
Product 4
u.s. 14 724 865 14.8
China *kk *kk *kk Kkk
Nonsubject ook ok ok ok
Product 5
u.s. 14 713 879 17.1
China *kk *kk *kk Kkk
Nonsubject ok ok ok kk
Product 6
u.S. Kk Kk Kk Kk
China *kk *kk *kk *kk
Subject Korea *okk okk okk Skk
Nonsubject ook ok *kk ook
Product 7
u.s. wk Kok e Sk
China *kk *kk *kk Kkk
Subject Korea *okk *xk *kk Sxk
Nonsubject ok ok ok kk

! Percentage change from the first quarter in which price data were available to the last quarter in which price
data were available, based on unrounded data.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table V-16
Coated free sheet paper: Summary of weighted-average f.0.b. prices for products 1 through 7 sold
directly to end users, by country, January 2004-June 2007

* * * * * * *

Price Comparisons

Overall there were 197 instances where prices for domestic CFS paper and subject imports of
CFS paper could be compared. Of these 197 comparisons, there were 149 instances (76 percent) where
the subject imported product was priced below the domestic product (table V-17). Margins of
underselling averaged 20.6 percent, ranging from 0.2 percent to 50.9 percent. In 48 instances, the subject
imported product was priced above the comparable domestic product. Margins of overselling averaged
17.4 percent, ranging from 0.1 percent to 57.0 percent.

LOST SALESAND LOST REVENUES

The Commission requested U.S. producers of CFS paper to report any instances of lost sales or
revenues they experienced due to competition from imports of CFS paper from China, Indonesia, and/or
Korea since January 2003. Six of eight responding U.S. producers reported that they had lost sales or
revenues due to subject imports. One of these U.S. producers, however, reported that it could not
document individual transactions.*” Another U.S. producer reported that subject imports are highly
competitive, but did not cite specific lost sales or lost revenues. U.S. producers provided *** |ost sales
alegations and *** lost revenue allegations.”® The*** |ost sales allegations totaled $ *** and the ***
lost revenue alegations totaled $***. Staff contacted the *** purchasers cited in the allegations; ***
responded. The results are summarized in tables V-18 and V-19 and are discussed below.

*** was named in alost sales allegation valued at $*** alegedly occurring in ***. It could not
respond to the specific allegation cited; however, it reported that it bases its purchasing decisions on a
combination of price and availability and purchases both domestic product and subject imports.

*** was named in alost sales allegation valued at $ *** allegedly occurring in ***. While ***
could not respond to the specific transaction cited, it reported that it has not switched purchases away
from domestic product to subject imports, but rather has switched purchases away from Korean product to
Chinese product and that its overall import purchases have been flat since 2003. Regarding the lost sales
alegation of *** ghort tonsin ***, *** jnitially indicated that it can neither agree nor disagree with the
allegations unless they are provided with the *** division/location and customer name involved in each of
the allegations.”

*** was named in alost revenue allegation valued at $ *** allegedly occurring in ***. |t agreed
with the allegation, stating that the price of the product from Chinawas *** percent less than the
comparable domestic product, and that the price of the product from Korea was *** percent less.

*** was named in *** valued at $ *** allegedly occurring in ***. It agreed with the allegations,
stating that any printer that orders standard sheet sizes and is shopping for the best price will purchase
from the subject countries. Furthermore, it stated that *** has made it clear that it plans to grow its
business worldwide.

17 Petitioner NewPage notes that because CFS paper is sold predominantly via paper distributors or "merchants,"
it can be difficult to identify and quantify specific instances of lost sales and that in such instances the Commission
should consider amore general lost sales and revenue inquiry. Petitioner’s prehearing brief, p. 65, fn. 174.

18 k%%

19| etter from ***. Petitioner’s prehearing brief, p. 65, fn. 174. ***
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Table V-17
Coated free sheet paper: Instances of underselling/overselling and the range and average of
margins for products 1-7, January 2004-June 2007

Underselling Overselling
Country Average Average
Number of Range margin Number of Range margin
instances (percent) (percent) instances (percent) (percent)
By country:
China 89 0.2t0 50.9 19.5 16 0.1t0 57.0 20.5
Indonesia 19 8.0to0 33.0 224 6 5.2t024.0 15.3
Subject Korea 41 1.1t035.2 22.3 26 0.5t051.3 15.9
Total* 149 0.2t0 50.9 20.6 48 0.1to 57.0 17.4

! Total number of instances for all cited products, range of margins for all cited products, and average margin for
all cited products.

Source: Compiled from data submitted in response to Commission questionnaires.

Table V-18
Coated free sheet paper: U.S. producers’ lost sales allegations

* * * * * * *

Table V-19
Coated free sheet paper: U.S. producers’ lost revenue allegations

* * * * * * *

*** was named in, *** valued at $***, alegedly occurring in *** and including CFS paper in
both sheet form and web-rolls. *** could not verify the specific transactions cited. However, it disagreed
with at least the portion of the allegations allegedly occurring at *** , stating that those divisions do not
purchase CFS paper in *** from Asia. The portion of the lost revenues allegations attributed to those ***
arevalued at $***. *** gl so reported that it has worked with U.S. producers *** to develop lower-priced
brands to be more competitive with subject imports. 1t also maintained that it has not switched purchases
away from domestic product to subject imports, but rather has switched purchases away from Korean
product to Chinese product and that its overall import purchases have been flat since 2003.

NewPage notes that because CFS paper is sold predominantly via paper distributors or
“merchants,” it can be difficult to identify and quantify specific instances of lost sales and that in such
instances the Commission should consider a more general lost sales and revenue inquiry.
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PART VI: FINANCIAL CONDITION OF U.S. PRODUCERS

BACKGROUND

Ten producers' provided financial results for their operations on coated free sheet paper. The
responding producers are believed to represent the substantial majority of U.S. production. None of the
sales of coated free sheet paper were either internally consumed or transferred to related companies.

The questionnaire data of NewPage were verified with company records at its corporate facilities.
The verification adjustments were incorporated into thisreport. The financial data of NewPage were
changed to ***.

OPERATIONSON COATED FREE SHEET PAPER

Results of operations of the U.S. producers on their coated free sheet paper operations are
presented in table V-1 which includes data on a per-short ton basis as well as operating income (l0ss) to
net salesratios.” The quantity and value sold increased continuously between 2004 and 2006 and the two
interim periods. The operating income and per-unit sales values also increased continuously during the
same period. The operating loss became a profit in 2005 as per-unit sales values increased

measurably while per-unit total cost decreased slightly during this period. Sales quantity and value both
increased from 2005 to 2006 and operating income increased further, as average unit sales values again
increased (from $885 to $894 per short ton) while average unit total cost decreased (from $870 to $861).
Sales quantity and value both increased slightly from interim 2006 to interim 2007 and operating income
increased moderately between the two interim periods, as average unit sales values increased slightly
(from $895 to $897 per short ton) while average unit total cost decreased somewhat (from $870 to $867).
The operating income margin increased continually from 2004 to 2006, and the operating income margin
for interim 2007 was approximately 3.4 percent, compared to the ratio for interim 2006 which was 2.7
percent.

Asexplained in footnote 1 in this section, an additional producer, Pasadena, submitted limited
financial information. The combined financia data, including major financial indicators, when
Pasadena’s limited financial data were integrated with the results of operations of the other ten U.S.
producers on coated free sheet paper operations (table V1-1), are presented in table VI-2. Table VI-2in
conjunction with table VI1-1 can be used to analyze the trend of financial and operations results of atotal
of eleven producers (including Pasadena) over the entire period examined. The trend of financial results
in table V-2 was the same as the trend of financial results of ten producers shown in table VI-1.

! The producers with afiscal year ending other than December 31 are ***. Another producer, Pasadena, was
insolvent and no longer in business and its inventory and other assets were liquidated and closed on October 2, 2005.
Pasadena s sole paper machine was permanently shut down on September 21, 2005. Pasadena s limited data for
2004 and 2005 were received on October 23, 2007 and major financial indicators of the domestic producers with
Pasadena s limited financial dataintegrated are presented in table VI-2.

2 x%x%
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Table VI-1

CFS paper: Results of operations of U.S. producers, fiscal years 2004-06, January-June 2006, and

January-June 2007

Fiscal year January-June
Item 2004 2005 2006 2006 2007
Quantity (short tons)
Net sales 4,694,703 4,795,925 4,973,519 2,437,839 2,449,969
Value ($1,000)
Net sales 3,851,630 4,246,492 4,448,315 2,181,981 2,198,622
COGS 3,815,252 3,897,570 3,990,689 1,977,827 1,992,995
Gross profit 36,378 348,922 457,626 204,154 205,627
SG&A expenses 279,415 272,798 290,592 144,304 130,749
Operating income (loss) (243,037) 76,124 167,034 59,850 74,878
Interest expense 90,297 167,728 210,280 95,124 104,906
Other expense 205,229 398,769 68,516 46,253 20,271
Other income 53,838 824 55,957 41,620 26,008
Net income (loss) (484,725) (489,549) (55,805) (39,907) (24,291)
Depreciation/amortization 414,279 392,970 347,837 170,841 157,655
Cash flow (70,446) (96,579) 292,032 130,934 133,364
Unit value (per short ton)
Net sales $820 $885 $894 $895 $897
COGS 813 813 802 811 813
Gross profit 8 73 92 84 84
SG&A expenses 60 57 58 59 53
Operating income (loss) (52) 16 34 25 31
Ratio to net sales (percent)
COGS 90.1 91.8 89.7 90.6 90.6
Gross profit 0.9 8.2 10.3 9.4 9.4
SG&A expenses 7.3 6.4 6.5 6.6 5.9
Operating income (loss) (6.3) 1.8 3.8 2.7 3.4
Net income (loss) (12.6) (11.5) (1.3) (1.8) (1.2)
Number of firms reporting
Operating losses 5 4 2 4 4
Data 9 10 10 10 10

Source: Compiled from data submitted in response to Commission questionnaires.
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Table VI-2
CFS paper: Results of operations of U.S. producers with Pasadena’s limited financial data, fiscal
years 2004-05

Selected financia data, by firm, are presented in table VI-3. In the recent periods, from 2005 to
2006 and from interim 2006 to interim 2007, the operating results of *** producers improved somewhat,
because of either reduced unit costs (***),** or increased selling prices (***). During the same periods,
the operating results of ***° © deteriorated, largely because of increased unit costs. ***, While*** 7 ***,

Table VI-3
CFS paper: Results of operations of U.S. producers, by firm, fiscal years 2004-06, January-June
2006, and January-June 2007

* * * * * * *

When International Paper divested its coated papers division and sold it to Apollo Management,
L.P. to create Verso Paper Holdings, LLC in August 2006, Verso incurred ***. Even though Verso's
average salesvalues ***,

When comparing interim 2006 results to interim 2007 results, four of the ten producers reported
improved profitability (in terms of both operating income and margin ratio-- *** reported increased
operating income and *** reported improved operating margins), while the remaining *** producers
reported deteriorating operations results between the two interim periods.® ° Average operating income
margins increased continuously from 2004 to 2006 and also increased from interim 2006 to interim 2007,
even though the operating income margin remained below 4 percent for each year of the entire period
examined. Interest and other expenses, by firm, are also shown in table VI-3 because some firms, ***,
incurred substantial amounts of these expenses, either due to debt-financing resulting from the formation
of anew firm, or to associated expenses related to the shutdown or write-down of the assets.

Selected aggregate per-short ton cost data of the producers on their operations, i.e., COGS and
SG&A expenses, are presented in table VI-4. Overall per-short ton COGS and total cost (which includes
SG&A expenses) decreased slightly from 2004 to 2005, despite increased raw material costs, due
primarily to decreased conversion costs. Averagetotal cost decreased even further from 2005 to 2006,
again due to decreased conversion cost, in spite of further increased raw material costs. The same pattern
continued between interim 2006 and interim 2007 which was again attributabl e to the same causes
af orementioned.

3 Kkk
4 kK
5 Kk
6 KKK
T xx*

8 NewPage was formed and acquired the MeadWestvaco CFS businessin May 2005. ***,

9 %x*x*
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Table VI-4

CFS paper: Average unit costs of U.S. producers, fiscal years 2004-06, January-June 2006, and

January-June 2007

Fiscal year January-June
ltem 2004 2005 2006 2006 2007
COGS: Value (per short ton)

Raw materials $408 $441 $456 $443 $462
Direct labor 133 127 117 117 113
Factory overhead 272 244 230 251 238
Total COGS 813 813 802 811 813
SG&A expenses 60 57 58 59 53
Total cost 872 870 861 870 867

Source: Compiled from data submitted in response to Commission questionnaires.

A variance analysis showing the effects of prices and volume on the producers sales of coated
free sheet paper, and of costs and volume on their total cogt, is shown intable VI-5. The analysisis
summarized at the bottom of the table. The analysisindicates that the increase in operating income
($410.1 million) between 2004 and 2006 was attributable mainly to the positive effects of increased price
($367.9 million). Between the two interim periods, it indicates that an increased operating income of
$15.0 million mainly resulted from the positive effects of increased price combined with decreased cost

and expenses.
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Table VI-5
CFS paper: Variance analysis of operations of U.S. producers, fiscal years 2004-06, January-June
2006, and January-June 2007

Between fiscal years January-June

Item 2004-06 2004-05 2005-06 2006-07

Value ($1,000)

Net sales:
Price variance 367,939 311,817 44,575 5,784
Volume variance 228,746 83,045 157,248 10,857
Total net sales variance 596,685 394,862 201,823 16,641

Cost of sales:

Cost variance 51,149 (58) 51,209 (5,327)
Volume variance (226,586) (82,260) (144,328) (9,841)
Total cost variance (175,437) (82,318) (93,119) (15,168)
Gross profit variance 421,248 312,544 108,704 1,473
SG&A expenses:
Expense variance 5,417 12,641 (7,692) 14,273
Volume variance (16,594) (6,024) (10,102) (718)
Total SG&A variance (11,177) 6,617 (17,794) 13,555
Operating income variance 410,071 319,161 90,910 15,028

Summarized as:

Price variance 367,939 311,817 44,575 5,784
Net cost/expense variance 56,566 12,584 43,517 8,946
Net volume variance (14,434) (5,240) 2,819 298

Note.--Unfavorable variances are shown in parentheses; all others are favorable. The data are comparable to
changes in operating income as presented in table VI-1.

Source: Compiled from data submitted in response to Commission questionnaires.

CAPITAL EXPENDITURES AND RESEARCH AND DEVELOPMENT EXPENSES

The responding firms' aggregate data on capital expenditures and research and devel opment
(“R&D”) expenses are presented in table VI-6. All producers reported capital expenditures during the
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Table VI-6
CFS paper: Capital expenditures and R&D expenses by U.S. producers, fiscal years 2004-06,
January-June 2006, and January-June 2007

Fiscal year January-June

Item 2004 2005 2006 2006 2007

Value ($1,000)

Capital expenditures® 274,706 183,792 144,565 65,158 48,685

R&D expenses? Hohk Hokk Hohk Hokk ok

1 All companies reported capital expenditures.
2 Five producers, *** reported R&D expenses.

Source: Compiled from data submitted in response to Commission questionnaires.

period, with *** 10 xxx 1L xxx 12 and ***13 reporting substantial capital expenditures. Five producers, ***,
reported R& D expenses. However, *** accounted for the majority of R& D expenses for the period
examined. Capital expenditures, by firm, are presented in table VI-7. Capital expenditures decreased
continuously from 2004 to 2006 and then decreased again from interim 2006 to interim 2007. Overall,
total R& D expenses remained at relatively the same level, approximately $*** annually.

Table VI-7
CFS paper: Capital expenditures by U.S. producers, by firms, fiscal years 2004-06, January-June
2006, and January-June 2007

* * * * * * *

ASSETSAND RETURN ON INVESTMENT

U.S. producers were requested to provide data on their assets used in the production and sales of
coated free sheet paper during the period for which data were collected to assess their return on
investment (“ROI”). Although ROI can be computed in different ways, acommonly used method is
income earned during the period divided by the total assets utilized for the operations. Therefore, staff
calculated ROI as operating income divided by total assets used in the production and sales of coated free
sheet paper. Dataon the U.S. producers' total assets and their ROI are presented in table VI-8.

The value of total assets, especially the original cost and net book value of property, plant, and
equipment (“PPE") decreased substantially from 2004 to 2005, due primarily to ***. The value of total
assets, especialy the original cost and net book value of PPE, further decreased from 2005 to 2006
because ***. The return on investment increased from 2004 to 2005 to become dlightly positive (a small

10 k%%
11 % %%
12 k%%

13 % %%
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Table VI-8
CFS paper: Value of assets and return on investment of U.S. producers, fiscal years 2004-06

Fiscal year
ltem 2004 2005 2006
Value of assets Value ($1,000)
1. Current assets:
A. Cash and equivalents 45,843 41,239 104,338
B. Trade receivables (net) 331,372 384,720 360,097
C. Inventories 699,595 753,371 754,635
D. All other current 40,777 43,457 46,720
Total current 1,117,587 1,222,787 1,265,790
2. Non-current assets:
A. Productive facilities® 7,625,286 6,632,716 6,072,105
B. Productive facilities? 4,358,031 3,717,386 3,443,313
C. Other non-current 833,794 876,238 752,625
Total non-current 5,191,825 4,593,624 4,195,938
Total assets 6,309,412 5,816,411 5,461,728
Value ($1,000)
Operating income (243,037) 76,124 167,034
Ratio of operating income to total assets (percent)
Return on investment (3.9 1.3 3.1

! Original cost of property, plant, and equipment (PPE).
2 Net book value of PPE (original cost less accumulated depreciation).

Source: Compiled from data submitted in response to Commission questionnaires.

operating income margin) and further increased in 2006, but still remained below 4 percent. The trend of
ROI over the period was the same as the trend of the operating income margin shown in table VI-1.

CAPITAL AND INVESTMENT

The Commission requested U.S. producers to describe any actual negative effects on their return
on investment, or their growth, investment, ability to raise capital, existing development and production
efforts, or the scale of capital investments as a result of imports of coated free sheet paper from China,
Indonesia, and/or Korea. The producers comments are presented in appendix G.
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PART VII: THREAT CONSIDERATIONSAND BRATSK INFORMATION

Section 771(7)(F)(i) of the Act (19 U.S.C. § 1677(7)(F)(i)) provides that--

In determining whether an industry in the United States is threatened
with material injury by reason of imports (or sales for importation) of
the subject merchandise, the Commission shall consider, among other
relevant economic factors'--

(I if a countervailable subsidy is involved, such information as may be
presented to it by the administering authority as to the nature of the
subsidy (particularly as to whether the countervailable subsidy is a
subsidy described in Article 3 or 6.1 of the Subsidies Agreement), and
whether imports of the subject merchandise are likely to increase,

(1) any existing unused production capacity or imminent, substantial
increase in production capacity in the exporting country indicating the
likelihood of substantially increased imports of the subject merchandise
into the United Sates, taking into account the availability of other export
mar kets to absorb any additional exports,

(1) a significant rate of increase of the volume or market penetration of
imports of the subject merchandise indicating the likelihood of
substantially increased imports,

(V) whether imports of the subject merchandise are entering at prices
that are likely to have a significant depressing or suppressing effect on
domestic prices, and are likely to increase demand for further imports,

(V) inventories of the subject merchandise,

(V1) the potential for product-shifting if production facilitiesin the
foreign country, which can be used to produce the subject merchandise,
are currently being used to produce other products,

(V1) in any investigation under this title which involves imports of both
araw agricultural product (within the meaning of paragraph (4)(E)(iv))
and any product processed from such raw agricultural product, the
likelihood that there will be increased imports, by reason of product
shifting, if there is an affirmative determination by the Commission

! Section 771(7)(F)(ii) of the Act (19 U.S.C. § 1677(7)(F)(ii)) provides that “ The Commission shall consider
[these factorg] . . . asawholein making a determination of whether further dumped or subsidized imports are
imminent and whether material injury by reason of imports would occur unless an order isissued or a suspension
agreement is accepted under thistitle. The presence or absence of any factor which the Commission is required to
consider . . . shall not necessarily give decisive guidance with respect to the determination. Such a determination
may not be made on the basis of mere conjecture or supposition.”
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under section 705(b)(1) or 735(b)(1) with respect to either the raw
agricultural product or the processed agricultural product (but not
both),

(VII) the actual and potential negative effects on the existing
development and production efforts of the domestic industry, including
efforts to develop a derivative or more advanced version of the domestic
like product, and

(IX) any other demonstrable adverse trends that indicate the probability
that thereislikely to be material injury by reason of imports (or sale for
importation) of the subject merchandise (whether or not it is actually
being imported at the time).?

Information on the nature of the subsidies was presented earlier in this report; information on the
volume and pricing of imports of the subject merchandise is presented in Parts 1V and V; and information
on the effects of imports of the subject merchandise on U.S. producers’ existing development and
production efforts is presented in Part VI. Information on inventories of the subject merchandise; foreign
producers’ operations, including the potential for “product-shifting;” any other threat indicators, if
applicable; and any dumping in third-country markets, follows.

OVERVIEW OF DATA COLLECTION

The Commission sent foreign producer questionnaires to companies in China (56 firms),?
Indonesia (2 related firms), and Korea (13 firms) that were identified in the petition, Customs documents,
and/or public sources as possibly producing CFS paper. During the final phase of itsinvestigations, the
Commission also sent foreign producer questionnaires to firms manufacturing in the three countries
(Canada, Finland, and Germany) that accounted for substantial volumes of U.S. imports of honsubject
CFS paper.* Canada, Finland, and Germany combined accounted for more than *** percent of
nonsubject imports; U.S. imports of product manufactured by the nonsubject Korean firms and in Canada,
Finland, and Germany accounted for *** percent of nonsubject imports (table IV-4).

2 Section 771(7)(F)(iii) of the Act (19 U.S.C. § 1677(7)(F)(iii)) further provides that, in antidumping
investigations, “. . . the Commission shall consider whether dumping in the markets of foreign countries (as
evidenced by dumping findings or antidumping remedies in other WTO member markets against the same class or
kind of merchandise manufactured or exported by the same party as under investigation) suggests a threat of material
injury to the domestic industry.”

% During the preliminary phase of the investigations, the Commission arranged for counsel for the Chinese
manufacturers to transmit questionnaires to those companies that it could not contact directly. During the final phase
of the investigations, the Commission requested that the U.S. Embassy in Beijing contact Chinese firms for data on
their CFS paper operations. State Department telegram 00105528 (July 2007).

4 Foreign producer questionnaires were sent to 6 companies in Canada, to 6 firmsin Finland, and to 19 German
producers. The Commission also requested that the U.S. embassies in these countries contact each of the identified
firms for data on their CFS paper operations and, also, to provide any available industry-wide information. See State
Department telegram 00105530 (July 2007) to the U.S. Embassy in Ottawa; State Department telegram 00105640
(July 2007) to the U.S. Embassy in Helsinki; and State Department telegram 00105641 (July 2007) to the U.S.
Embassy in Berlin. Only the embassy in Berlin provided a response to the telegram.
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Export data derived from the Global Trade Atlas are also presented in this part of the report. The
data are compiled at the 6-digit HTS level and include nonsubject products.® ¢ In comparing official U.S.
import statistics of subject products (compiled at the 10-digit HTS level) to GTS export data, the ratios of
subject U.S. imports to exports to the United States for 2006 are as follows:

U.S. imports Exports to the United .
P States Ratio
Country (10-digit HTS level) (6-digit HTS level)

Quantity (1,000 short tons) (Percent)
China® 291,035 334,685 87.0

Indonesia 54,969 ® @)
Korea® 471,215 516,632 91.2
Canada 158,249 159,784 99.0
Finland 224,267 223,942 100.1
Germany 136,031 186,108 73.1

! Comparison based on HTS numbers within the HTS heading 4810 (and do not include U.S.
imports for HTS reporting numbers 4811.59.2000 and 4811.90.8000).

2 Not available.

% Includes data for companies that have been determined to have both de minimis subsidy and
antidumping margins.

Source: Compiled from the Global Trade Atlas database and official Commerce statistics.

SUMMARY OF DATA PROVIDED AND OVERALL FIRM OPERATIONS

Reporting manufacturers are listed in table V11-1 along with each firm’ s reported capacity,
production, total exports, and exports to the United Statesin 2006.” Table V1I-2 providesinformation on
the structure of the foreign producer’ CFS paper operations and projected changes to those operations

® The included nonsubject merchandise consists of coated free sheet base paper sensitized for use in photography
and coated free sheet papers containing by weight 25 percent or more cotton fiber. Both products were specifically
excluded by petitioners and Commerce from the scope of the investigations.

® Korean manufacturers present in their prehearing brief (exhibit 24) an analysis of Census import data at the
10-digit HTS level that compares the average unit values of nonsubject U.S. importsto that of subject imports
entering the United States.

 Chinese firms that were identified in the petition as CFS producers but which did not provide a response to the
foreign producer questionnaire in either the preliminary or final phases of the investigations include: Dandong Kaite
Y alujiang Paper Commerce, Inc.; Jiangnan Papermaking Plant; Mudanjiang Daewoo Paper Co., Ltd.; Ningxia Meili
Paper Industry Co., Ltd.; Shandong Huatai Paper Co., Ltd.; Shandong Kaili Paper Co.; Shandong Taishan Paper
Mill; Shandong Tralin Paper Co. (Shandong Quanlin Paper Industry Co., Ltd.); Shandong Wanhao Paper Group Co.
Ltd.; and UPM-Kymmene (Suzhou) Paper Industry Co. Ltd. Petition, exh. I-5. Each of the three Chinese firms that
are believed to account for virtually all exports of subject merchandise to the United States responded. Further, both
of the Indonesian firmsidentified as subject producersin the petition provided responses as did each of the identified
Korean manufacturers. Petition, exh. 1-6 and exh. I-7.
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Table VII-1
Coated free sheet paper: Foreign producers' capacity, production, total exports, and exports to
the United States in 2006, by firm

* * * * * * *

Table VII-2
Coated free sheet paper: Structure of foreign producers' operations and identified projected
changes in operations, by source and by firm

* * * * * * *

that were identified in responses to the Commission’s foreign producer questionnaire. *** reported any
plansto add, expand, curtail, or shut down CFS paper capacity or production. Asshown intable VII-2,
CFS paper constituted a*** share of the total sales of most of the companies. The mgjority also
produced other products, most often uncoated free sheet, on the machinery and equipment used to
produce the subject merchandise. Accordingly, to address the possibility of product shifting, the
Commission gathered from each manufacturer overall capacity and itemized production data for products
manufactured on the same equipment and machinery used in the production of CFS paper. Those data are
presented in table V11-3.8

Table VII-3
Coated free sheet paper: Products produced by manufacturers on the same equipment and
machinery used in the production of coated free sheet paper, 2004-06

* * * * * * *

Data on subject manufacturers' capacity, production, shipments, and inventories of CFS paper for 2004-
06, January-June 2006, January-June 2007, projected 2007, and projected 2008 are presented in the
following sections. The issue of whether competition between subject imports and domestic production is
attenuated was raised during the preliminary phase of the investigations.® Petitioner argues that
respondents in each of the subject countries have the “ capability” to export web roll to the United States.™
Data on firm production and exports to the United States of CFS paper in web roll, sheeter roll, and sheet
form are also provided separately, by country, within each of the following industry sections.

8 K orean manufacturers state that “{ m} achinery used to produce non-CFS products cannot be easily or cheaply
shifted over to the production of subject CFS. In order to do so, the subject Korean producers would need to invest
substantial sums of money in the machinery to add coating machines, rewinders, and supercalenders. It takes at |east
two monthsto install these machines and four months to adjust the machines to produce high quality CFS paper
products.” Korean respondents’ prehearing brief, pp. 66-67.

® See Parts | and 11 of this report for a more complete discussion.

10 Petitioner’ s prehearing brief, p. 36. Chinese respondents addressed the factors limiting the export of web rolls
to the United States in their posthearing brief, Responses to Questions from the Commission, pp. 4-8 and 15-16.
Also, Korean respondents’ summarized the factors preventing the export CFS web to the United Statesin their
posthearing brief, app. A, pp. 43-46.
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THE INDUSTRY IN CHINA

Petitioner estimates that there are about 42 manufacturers of CFS paper in China* Available
industry-wide data on the production of CFS paper by these firms is presented in the following tabulation:

* * * * * * *

The*** estimates shown above indicate that CFS capacity should expand in China by *** metric tons
(*** short tons) from 2006 to 2008. Petitioner’s prehearing brief includes, however, cites from industry
publications referring to the addition of new Chinese capacity in far greater volumes.*> Export statistics
derived from the Global Trade Atlas for Chinese-manufactured coated free sheet paper are shown, by
destination, in table V11-4.** CFS paper exported by the Chinese manufacturers was reported not to be
subject to antidumping findings or remedies in any WTO-member countries.™ Each of the three Chinese
manufacturers that export more than minimal volumes of subject merchandise to the United States

1 NewPage included an excerpt from the *** in its petition that lists *** producers of “graphic paper” in China.
Petition, exh. 15. In addition to the subject merchandise, *** is defined to include uncoated free sheet, uncoated
mechanical, coated mechanical, and newsprint. The listing, however, appears to include only CFS paper
manufacturers. Compare ***. Petitioner includes information on the expansion of CFS production capacity by non-
reporting firmsin its prehearing brief (pp. 94-95).

12 Petitioner’ s prehearing brief pp. 94-95. It presents a tabulation identifying 60,000 tons of capacity at Ningxia
Meili Paper Industry Co. (2007); 450,000 tons at Shandong Huatai Paper Industry Co. (2008); 800,000 tons at
Jiangsu Oji Paper Co. (2008); and 1.6 million tons at Hainan Jinhai Pulp & Paper Industry Co., Ltd. (2008) for a
total of 2.9 millionstons. Ibid., p. 95. Petitioner also includes as exh. 21 to its posthearing brief arelease by the
German equipment manufacturer (Voith) describing the installation of the paper machine at Hainan Jinhai as an
“online coating machine.” Respondents testified at the Commission’s hearing that “at last notice” the Hainan Jinhai
operation was to manufacture uncoated paper and that, further, the Chinese home market is consuming about
500,000 additional tons of CFS paper on an annual basis. Hearing transcript, p. 214-215 (Hunley). Respondents
further state that *** at the Hainan Jinhai facility. The owner of the facility, Asia Pulp & Paper, hasreceived ***,
***  TheVoight {sic} pressrelease referred to by petitioner pertainsto ***. ***_ Chinese respondents and
Unisource' s posthearing brief, Responses to Questions from the Commission, pp. 10-11, citing exh. 15 through exh.
17. Chinese respondents also indicate that the Jiangsu Oji mill isto not start manufacturing until 2010 (not 2008).
Chinese respondents and Unisource's posthearing brief, Responses to Questions from the Commission, p. 9.

3 NewPage points out that the United States is the single largest market for CFS paper exported from China.
Petitioner’s prehearing brief, p. 97.

14 Chinese manufacturers’ foreign producer questionnaire responses (preliminary), question 11-6, and ***'s
foreign producer questionnaire response, question 11-6.
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Table VII-4
Coated free sheet paper:

China’s exports and average unit values, 2004-06

Calendar year

Destination 2004 2005 2006
Quantity (short tons)

United States 146,373 175,869 334,685
Top export markets:

Hong Kong 144,804 208,470 161,173

Japan 93,116 109,933 66,822

Canada 5,523 12,301 55,535
World 423,179 692,598 1,025,965

Unit value (per short ton)

United States $638 $664 $671
Top export markets:
Hong Kong 629 662 665
Japan 638 667 670
Canada 637 667 663
World average 639 666 667
Share of total (percent)
United States 34.6 25.4 32.6
Top export markets:
Hong Kong 34.2 30.1 15.7
Japan 22.0 15.9 6.5
Canada 1.3 1.8 5.4
Total 92.1 73.2 60.2

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products.

Source: Compiled from Global Trade Atlas database.
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responded to the foreign producer questionnaire.*> The following tabulation, calculated from data
provided in table V11-1 and the above tabulation, shows the estimated shares, in 2006, of total production
of CFS paper in China accounted for by Chenming Paper, Gold East, and Shandong Sun.

* * * * * * *

As shown, the responding firms are estimated to account for well over *** of total Chinese production of
the subject merchandise. Global Solutions, which isthe related U.S. importer for Gold East, testified at
the Commission’s hearing that Gold East is the largest producer in China of both CFS paper and other
papers.’® Counsel for the Chinese manufacturers indicated that Gold East, Chenming, and Shandong Sun
accounted for all subject exports from Chinato the United States at the time of the preliminary
determination.’” The posthearing brief for the Indonesian manufacturersindicated that UPM Kymmene
(Changshu) Paper Industry Co., Ltd. had, however, submitted a quantity and value response and a
separate rates application to Commerce.*®

Gold Hua Sheng, which responded as a CFS paper manufacturer during the preliminary phase,
did not provide a response to the questionnaire issued in the final phase of the investigations, indicating
that *** 2 *** 20 The firm projected its total production of what it then labeled as subject CFS paper at
*** ghort tonsin 2006." ***,

Data reported by the Chinese manufacturers are presented in table V11-5. Reported capacity to
produce subject merchandise in China rose continuously during 2004-06 period® but is not projected to
increase in 2007 or 2008.2 CFS paper production kept pace with the expansion of capacity, with capacity
utilization ratios remaining above *** percent throughout the period examined (including projected 2007
and 2008). Table V11-6 lists capacity to produce the subject merchandise, by machine.® Chenming Paper
installed *** in***_ Gold East installed the *** of the paper machinesit uses to produce the subject
merchandisein ***. Its affiliated importer indicated at the hearing that the Gold East factories contain
technologically advanced equipment largely purchased in Europe.® Shandong Sun began operationsin
2005.

Table VII-5
Coated free sheet paper: Chinese manufacturers’ production capacity, production, shipments, and
inventories, 2004-06, January-June 2006, January-June 2007, and projected 2007-08

* * * * * * *

B xxx  Seee-mail correspondence (dated August 17, 2007, August 27, 2007, and September 4, 2007) between
Commission staff and ***,

16 Hearing transcript, p. 294 (Hunley).

™ Hearing transcript, p. 294 (Morgan).

18 |ndonesian respondent’ s posthearing brief, p. 5. Asshown intable [V-1, ***, ***

1% E-mail from counsel for the Chinese manufacturers, August 14, 2007.

% E-mail from counsel for the Chinese manufacturers, November 30, 2006.

2L Gold Hua Sheng’ s foreign producer questionnaire response (preliminary), question 11-8.

Zxxx - Gold East’s foreign producer questionnaire response, question 11-9.

2 The*** increase in projected capacity shown in 2007 and 2008 results from ***. Asindicated earlier, ***.

24 % %%

% Hearing transcript, p. 321 (Hunley).
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Table VII-6
Coated free sheet paper: Chinese producers’ capacity, by firm and by machine, 2006

* * * * * * *

The home market in Chinawas the *** destination of CFS paper manufactured by the three firms
throughout the period examined, accounting for well over *** of the firms' total shipments (table V1I-
5).22 2" Exports, however, rose continuously from lessthan *** percent of total shipmentsin 2004 to a
little less than *** percent in 2006. Total exports are projected to fall in 2007 and 2008 in both absolute
volume and relative to total shipments. Exports of CFS paper to the United States, as a share of total
shipments, fell from *** percent in 2004 to *** percent in 2005 and then increased again to *** percent
in 2006. This share pattern reflects the *** rise in the absolute volume of CFS paper exported to the
United States from 2004 to 2005 although exports increased by *** percent on an overall basis from 2004
to 2006.® The quantity of exportsto the United Statesin 2008 is projected to decline to *** short
tons—-about *** the volume exported in 2004.?° Chinese respondents argued during the preliminary phase
of the investigations that the volume of exports to the United States was temporarily stimulated by the
phase-out period for arebate.* Asnoted intable V-1, a*** portion of the CFS paper imported from
Chinais marketed by U.S. importers related to the Chinese manufacturers. Specifically, Chenming Paper
sells CFS paper ***3! and Gold East distributes subject merchandise ***.% Shandong Sunis***. With

% The shares of total shipments accounted for by the home market for the three Chinese exporters to the United
States including Chenming Paper (and the now non-subject producer Gold Hua Sheng) reported during the
preliminary phase of the investigations were: *** percent in 2004 and *** percent in 2005. INV-DD-163
(December 8, 2006), table V11-3.

%" Chinese respondents state that home market demand will continue to grow over the next several years. The
summer Olympics will be located in Beijing in 2008 and the World Expo will take place in Shanghai in 2010.
Chinese respondents and Unisource's prehearing brief, p. 40. Respondents attach demand forecasts for coated free
sheet paper at exhibit 10 of their brief.

% The data reported during the preliminary investigations, which include Chenming Paper (and Gold Hua Sheng),
do not show afall-off in exports from 2004 to 2005. INV-DD-163 (December 8, 2006), p. VII-7.

29 k%%

® They state: “Effective November 2006, exports of CFS paper are no longer eligible to receive a VAT rebate.
Removal of the VAT rebate will increase the cost of Chinese CFS exports by approximately 13%. The slight
relative increase in the ratio of Chinese exportsto the U.S. in the interim comparison { of the preliminary
investigative phase} islargely, if not entirely, attributable to the fact that revocation of the VAT rebate had a
transition period.” Chinese respondents and Unisource’ s postconference brief, pp. 31-33. ***. A trade press article
dated April 11, 2007 indicates, however, that “{t} he Chinese government has decided to reintroduce tax rebates on
paper and board exports that use imported market pulp as furnish. The new regulation will take effect from April 26.
The rebates on exports made from imported logs, woodchips and market pulp were abolished on January 1 last
year.” Further, “{t} he resumption of tax rebates will come as awelcome relief to Chinese fine paper producersin
particular. Coated fine paper exports from Chinato the USA are expected to drop off this year with more tonnage ...
forced to stay at home, exacerbating the overcapacity problem in the domestic market. The move will significantly
reduce Chinese producers’ export costs and strengthen the competiveness of their products in other major export
mearkets, such as Europe, the Middle East and other Asian countries.” Finally, the article noted that there was an
ambiguity in the wording of the new policy leaving it unclear whether paper and board products made from a mix of
imported and domestically produced pulp would be covered. See “Chinato resume tax rebateson P & B exports
made from imported pulp,” RIS, April 11, 2007 at http://risiinfo.com, retrieved April 11, 2007.

SLx%%’ s importer questionnaire responses, question 1-4.
% %% sforeign producer questionnaire response, question 1-5.
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respect to manufacturers’ inventories, Chinese respondents state that inventories held at the mills are “ of
limited relevance” since product sold to the U.S. market is largely made-to-order.*

Table VI11-7 provides data on Chinese production and exports to the United States by type of
product, *** 3% ***

Table VII-7

Coated free sheet paper: Gold East (Jiangsu) Co., Ltd.’s and Shandong Sun Paper Joint Stock
Co.’s production and exports to the United States, by product, 2004-06, January-June 2006-07, and
projected 2007-08

THE INDUSTRY IN INDONESIA

Pindo Deli and Tjiwi Kimia account for virtually all the capacity to produce CFS paper in
Indonesia.®® Both mills are owned by Asia Pulp and Paper and, as shown in table V1I-1, provided ajoint-
response to the foreign producer questionnaire.* Data on the Indonesian industry are presented in the
following tabulation:

Export statistics for Indonesian-manufactured coated free sheet paper are shown in table V11-8.3 CFS
paper exported by the Indonesian manufacturers was reported not to be subject to antidumping findings or
remedies in any WTO-member countries.®®

3 Chinese respondents and Unisource's prehearing brief, p. 41.
% Gold East’s and Shandong Sun'’s foreign producer questionnaire responses, question 11-13.

% Petition, exh. 15 (***). ***. Counsel for the Indonesian manufacturers states that ***. E-mail from counsel
for Indonesian manufacturers, August 16, 2007.

% Asia Pulp and Paper is also the parent company of Gold East. Petitioner’s prehearing brief, p. 98.

% Petitioner asserts that “ China has historically been Indonesia’s largest export market for CFS. However, dueto
the rapid build-up of production capacity in China, exports to Chinafrom Indonesia have slowed.” Petitioner’s
prehearing brief, p. 97.

38 xx*
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Table VII-8
Coated free sheet paper: Indonesian exports, 2004-06

Calendar year

Destination 2004 2005 2006

Quantity (metric tons)

United States 35,876 48,089 80,116

Top export markets:

China 147,307 114,616 93,508
Malaysia 90,863 96,728 90,840
Vietnam 42,112 56,807 63,765
World 732,113 759,005 813,663

Quantity (short tons)

United States 39,535 52,994 88,288

Top export markets:

China 162,332 126,307 103,046
Malaysia 100,131 106,594 100,106
Vietham 46,407 62,601 70,269
World 806,789 836,424 896,657

Share of total (percent)

United States 4.9 6.3 9.8

Top export markets:

China 20.1 15.1 11.5
Malaysia 12.4 12.7 11.2
Vietnam 5.8 7.5 7.8

Total 43.2 41.6 40.3

Note.—Export figures are quantities reported for HTS subheadings 4810.11.200, 4810.11.900, and 4810.12, which
include nonsubject products.

Source: Compiled from World Trade Atlas, Statistics Indonesia, included as exhibit 39 to the petitioner’s
prehearing brief.

Data on the CFS paper operations provided to the Commission in the foreign producer
guestionnaire responses of Pindo Deli and Tjiwa Kimia are provided in table VI1-9. Capacity for the
firms increased by about *** short tons from 2005 to 2006 and has since remained level with ***
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Table VII-9
Coated free sheet paper: Indonesia’s production capacity, production, shipments, and inventories,
2004-06, January-June 2006-07, and projected 2007-08

* * * * * * *

projected increases in either 2007 or 2008.*° Production increased by *** percent from 2004 to 2006,
resulting in a***-percentage point rise in capacity utilization. Production also rose *** in January-June
2007 compared to January-June 2006 while capacity utilization fell ***. *** jncrease in CFS paper
production is projected in 2007 compared to 2006 while projected 2008 production figures should rise by
*** percent compared to 2006.°° Capacity utilization will remain below *** percent in projected 2007
and 2008. *** provided by the Indonesian firms during the final phase of the investigations *** those
reported during the preliminary phase.* Table VI11-10 lists the Indonesian manufacturers’ capacity to
produce CFS paper, by machine.

Table VII-10
Coated free sheet paper: Indonesian producers’ capacity, by firm and by machine, 2006

* * * * * * *

As shown above, the Indonesian industry based its reported production capacity on ability to coat paper.
It indicated in its prehearing brief that “{ c} oating capacity sets a firm and immovable upward limit on a
CFS paper producer’s capacity to manufacture additional CFS paper,” leading to alimited potential for
product shifting by the Indonesian industry.*

The data provided by the Indonesian manufacturers show that the home market consistently
consumed about a*** of total CFS paper production with internal consumption/transfers accounting for
*** percent (table VI1-9). Exports as a share of total shipments accounted for *** percent of total
shipments from 2004 through June 2007. The export share of total shipmentsis projected at *** percent
in 2007 and 2008. The share of total shipments accounted for by exports to the United Statesis, however,
projected to decline from *** percent in 2006 to *** and *** percent, respectively, in full-year 2007 and
2008. The absolute volume of projected exports to the United Statesin 2008 (*** short tons) is*** than
that actually exported in 2004 (*** short tons).*®

39 k k%

“0 Projections are reported to be based on ***. Pindo Deli and Tjiwa Kimia s foreign producer questionnaire
response, question 11-7.

4l Compare table VI1-8 above to table VI1-6 in INV-DD-163 (December 8, 2006). ***, reported *** are*** in
the final phase response than the preliminary. In response to a staff request (see e-mail from Commission staff to
counsel for Indonesian manufacturers, August 14, 2007), the firmsindicated that “***.” Letter from counsel for
Indonesian manufacturers, August 24, 2007. In an e-mail dated October 30, 2007 counsel for the Indonesian
manufacturers further explained that ***.

“2 |ndonesian respondents’ prehearing brief, p. 36.

43 The Indonesian manufacturers state that “***.” Pindo Deli and Tjiwa Kimia's foreign producer questionnaire
response, question 11-7.
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Table VI11-9 also presents data on CFS paper inventories maintained at Pindo Deli and Tjiwa
Kimia. The Indonesian manufacturers note that CFS paper is usually produced to order and is not
typically exported out of inventory.*

Table VII-11 provides data on Indonesian production and exports to the United States by type of
product. Asshown, *** with no web roll exportsto the United States during the period examined.

Table VII-11
Coated free sheet paper: Indonesia’s production and exports to the United States, by product,
2004-06, January-June 2006-07, and projected 2007-08

* * * * * * *

THE INDUSTRY IN KOREA (SUBJECT)

Asindicated earlier, Commerce determined both the subsidy and antidumping margins of
Hansol, Moorim Paper and Moorim SP to be de minimis.** The remaining subject manufacturers
accounted for *** percent of Korean CFS paper production and *** percent of exports to the United
States in 2006.° Industry-wide data on the CFS industry is presented in the following tabul ation:

* * * * * * *

Except where otherwise noted, the information in the remainder of this section of the report focuses on
the operations of the subject CFS industry in Korea; data reported in response to the foreign producer
guestionnaire by the nonsubject manufacturers is shown in the section entitled “ The Industry in Korea
(Nonsubject).”*" Export statistics derived from the Global Trade Atlas for Korean-manufactured coated
free sheet paper including CFS paper are shown for the entire industry, by destination, in table VI1-12.%
CFS paper exported by the Korean manufacturers is subject to an August 2003 antidumping order in
China.* Petitioner argues that the imposition of the antidumping duty order has resulted in the diversion
to the United States of Korean product that otherwise would have been shipped to China*® Inits
prehearing brief submitted during the final phase of the investigation, petitioner further links the timing

“ Indonesian respondents’ prehearing brief, p. 22, n. 58. They accordingly argue that the Commission should,
therefore, not consider inventory levels when determining whether Indonesian imports have the potential to
“imminently account for” more than 4 percent of total imports. Ibid.

4 See the section of thisreport entitled “Nature and Extent of Subsidies and Sales at LTFV” for the calcul ated
margins, by firm.

“ Calculated from table V11-1.

47 Eight K orean manufacturers of CFS paper provided data in response to the foreign producer questionnaire
(table VII-1). The firms reported aggregated capacity of 2.5 million short tons in 2006 with production of 2.3
million short tons. These figures actually exceed those reported in the *** data presented above; the eight reporting
manufacturers are thus believed to account for virtually the entire Korean industry. Korean respondents

characterized their involvement in the U.S. market during the preliminary phase of the investigations as “long-term”
and stated that they are not new market participants. Korean respondents’ postconference brief, p. 35.

“8 NewPage points out that the United States is the single largest market for CFS paper exported from Korea.
Petitioner's prehearing brief, p. 97.

9 K orean manufacturers foreign producer questionnaire responses, question 11-6. Korean respondents provided
the antidumping margins for three manufacturersin their postconference brief (p. 42, n. 168).

% Petitioner’ s postconference brief, p. 47, and prehearing brief, p. 103.
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Table VII-12
Coated free sheet paper: Korea's exports and average unit values, 2004-06

Calendar year

Destination 2004 2005 2006

Quantity (short tons)

United States 480,727 452,480 516,632

Top export markets:

China 449,966 328,441 242,568
Iran 125,318 113,081 168,693
Japan 152,040 143,940 135,641
Australia 112,219 114,529 114,128
World 1,996,580 1,964,615 1,868,395

Unit value (per short ton)

United States $749 $773 $789

Top export markets:

China 478 459 493
Iran 534 508 547
Japan 763 594 511
Australia 741 767 748
World average 612 614 637

Share of total (percent)

United States 24.1 23.0 27.7

Top export markets:

China 225 16.7 13.0
Iran 6.3 5.8 9.0
Japan 7.6 7.3 7.3
Australia 5.6 5.8 6.1

Total 66.1 58.6 63.1

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products and foreign manufacturers.

Source: Compiled from Global Trade Atlas database.
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of the order against Korean (and Japanese) CFS paper to the increase in production capacity in Chinaand
subsequent rise in export volumes.™

Datafor the Korean firms determined to be exporting CFS paper to the United States that is sold
at LTFV are presented in table VI1-13. Capacity to produce CFS paper by the subject firms increased by
*** percent from 2004 to 2006 but then fell by *** percent from January-June 2006 to January-June 2007
and is projected by fall by *** percent in 2008 compared to 2006 with the closing of the Kyesung facility
in April 2007 and the shutdown of coating capacity at EN. Kyesung reports that it made the decision to
closeits Osan mill in March 2006 “as part of self-restructuring;” the Osan plant was reported to be ahigh
cost and inefficient facility. Kyesung will consolidate its CFS operations into its related Namhan mills;
the land where the Osan facility was located has been sold.>* EN shut down a coating machine at its #2
Jinju factory in June 2007 as part of an effort to reduce production costs and increase efficiency. Its
decision to shut down the capacity was made as part of arestructuring decision planned in January
2006.% The Kyesung closure resulted in areduction of 79,000 short tons of capacity; the EN shutdown
cut its capacity by 91,000 short tons annually.> Counsel for the Korean manufacturers state that “{t} hese
capacity reductions were planned to eliminate obsol ete capacity, which contributed to the dumping
margins of Kyesung and EN Paper during 2006.”>

Table VII-13
Coated free sheet paper: Korea's (subject) production capacity, production, shipments, and
inventories, 2004-06, January-June 2006, January-June 2007, and projected 2007-08

* * * * * * *

Production by the subject manufacturers remained level from 2004 to 2006 and then declined by
*** percent from January-June 2006 to January-June 2007 resulting in a*** percentage point declinein
capacity utilization from 2004 to 2006 and a*** percentage point decline in the interim periods. A post-
closure capacity utilization rate of near *** percent is projected for 2008. Table V1I-14 lists the subject
manufacturers’ capacity to produce CFS paper, by machine.

Table VII-14
Coated free sheet paper: Subject Korean producers’ capacity, by firm and by machine, 2006

* * * * * * *

Total shipments by the subject Korean CFS paper manufacturers had, like production, been
relatively level in the three-year period prior to the capacity reductions. Home market shipments have
consistently accounted for about *** of subject Korean CFS production while exports to the United States
have accounted for less than *** of production with exportsto all other markets accounting for the
remaining (***) share. With the closures, shipments of CFS paper in 2008 are projected to be *** percent
below the volume shipped in 2006 (table VI1-13). Total exportsin 2008 are projected to be *** percent

5! Petitioner’ s prehearing brief, p. 93.
%2 Kyesung' s foreign producer questionnaire response, question 11-9; hearing transcript, p. 235 (Lee); and Korean
respondent’ s posthearing brief, p. 13.

%3 EN'sforeign producer questionnaire response, question |1-9; hearing transcript, pp. 233-34 (Choi); and Korean
respondent’ s postconference brief, p. 13.

* EN and Kyesung's foreign producer questionnaire responses, question 11-8, and hearing transcript, pp. 234-235
(Choi and Lee).

% K orean respondents’ prehearing brief, p. 57, n. 196.
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less than the volume shipped in 2006 while exports to the United States are projected by fall by ***
percent from 2006 to 2008. The Korean respondents indicate that the projected decrease in exports to the
United Statesis due, in part, to Korean home market demand expanding in 2007 as aresult of the
Presidential €lection.*®

Data on Korean production and exports to the United States by type of product for the subject
firms are presented in table V1I-15. Asshown, *** are manufactured by the firms; however, the ***
majority of CFS paper production isin sheet form. According to respondents postconference brief,
“{t} he Korean market does not consume many web rolls because there are few large end-users with
production runs large enough to support the use of web rolls and most end-users operate on a small
production scale using sheets.” Those not consumed domestically are primarily shipped to Japan.>” No
web rolls were exported to the United States during the period examined.®® Korean respondents point out
in their prehearing brief that “web printing is less common in Asia and other world markets than in the
United States, causing producers in the subject countries to concentrate on sheet production.”*

Table VII-15
Coated free sheet paper: Korea's (subject) production and exports to the United States, by
product, 2004-06, January-June 2006-07, and projected 2007-08

* * * * * * *

AGGREGATED DATA ON THE INDUSTRIESIN SUBJECT COUNTRIES

Table VI1-16 presents CFS paper capacity, production, total exports, and exports to the United
States for each subject source in 2006. As shown, CFS paper manufactured in China accounts for well
over *** of the production of paper in the three sources combined. Each of the sources exports a
substantial portion of their output. *** of the CFS paper exported from subject Korean manufacturersis
shipped to the United States than are the exports by the producersin Chinaand Indonesia. Capacity
utilization ratios varied somewhat among sources, athough the ratio for Indonesiais, asis discussed in
the section of the report covering Indonesia, based in part on *** in the capacity figures. Table VII-17
presents data on the combined industries for 2004-06, January-June 2006, January-June 2007, projected
2007, and projected 2008.

Table VII-16
Coatd free sheet paper: Subject foreign producers’ capacity, production, total exports, and exports
to the United States in 2006, by source

* * * * * * *

% K orean respondents’ prehearing brief, p. 64 and n. 239, citing testimony by Mr. Cho at the conference during
the preliminary phase of the investigations.

5" K orean respondents’ postconference brief, exh. A, p. 6. and Korean respondents’ prehearing brief, p. 17.

% A small volume (*** short tons) of web was exported to the United Statesin 2003. The Korean manufacturers
stated during the preliminary phase of the investigations that the 2003 shipments were on a“trial basis’ ... “which
did not succeed” and that “future efforts were abandoned.” Korean respondents’ postconference brief, exh. A, p. 5.

% K orean respondents’ prehearing brief, pp. 17-18.
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Table VII-17
Coated free sheet paper: Aggregated data for reporting subject producers in China, Indonesia,
and Korea, 2004-06, January-June 2006, January-June 2007, and projected 2007-08

* * * * * * *

U.S. IMPORTERS INVENTORIES

Reported inventories held by U.S. importers of subject merchandise from China, Indonesia, and
Korea and inventories from all other sources are shown in table V11-18.° Inventories of imports from
China and Korea (subject) generally were asmaller share of imports and shipments of imports than was
CFS paper inventoried from Indonesia and nonsubject sources. Referring to China, Global Paper
Solutions testified at the hearing that neither it nor the millsit represents maintain a U.S.-based
inventory.®® Korean respondents’ note that “because of the long lead time between shipment from Asia
and delivery in the United States, imports must be marketed through distributors who can carry sufficient
inventory to provide the full range of paper sizes and types needed by end-users.”®

Table VII-18
Coated free sheet paper: U.S.importers’ end-of-period inventories of imports, by sources,
2004-06, January-June 2006, and January-June 2007

* * * * * * *

Testimony at the conference indicated that inventories were most likely to be maintained by the
“paper merchant” who has established warehouses where it maintains an inventory level. Both mill
agents (which may be independent of or function as the local sales offices of offshore manufacturers)
and/or paper brokers usually arrange for sales by the manufacturersto either paper merchants or end
users. Mill agents or paper brokers do not, however, typically take possession of the product in the
United States or maintain inventories.® As discussed earlier, importer questionnaires were sent to and
completed (see table IV-1) by firms that were listed as consignees (and/or importers of record) on
Customs documents. These firms consisted of a mix of mill agents, paper brokers, and paper merchants;
mill agents were more typically the importer of record for China and Korea while, with the *** %
distributors began the direct import of subject merchandise from Indonesia.® ®

% Figure as reported in table VI11-18 differ substantially (i.e., are much lower) compared to those calculated
during the preliminary phase of the investigations (see INV-DD-163 (December 8, 2006), table VII-14). As
discussed in the preliminary staff report, one reason for the relatively large inventories reported for Koreais that they
included datafor ***. Similarly, *** of the inventories reported for China during the preliminary phase were ***.
INV-DD-163 (December 8, 2006, p. VI1-22, n. 30). ***.

¢ Hearing transcript, p. 216 (Hunley).

62 K orean respondents’ prehearing brief, p. 22.

& Conference transcript, pp. 141-146 (Anderson, Dragone, and Cameron).

® See note 4 to table 1V-1.

® Printers usually do not purchase directly from the Asian mills. Hearing transcript, p. 216 (Hunley).

® With respect to Korea, ***. E-mail from counsel for the K orean manufacturers, October 23, 2007. Counsel
also confirmed that ***. 1bid.

VI1I-16



Asindicated above, the mgjority of the subject inventories reported were of CFS paper imported
from ***_ |nventories of Indonesian-produced CFS paper fluctuated throughout the period examined but
were at aperiod highin *** before falling in *** %’

INFORMATION ON NONSUBJECT SOURCES
“Bratsk” Considerations

As aresult of the Court of Appealsfor the Federal Circuit (“CAFC") decision in Bratsk
Aluminum Smelter v. United Sates (“Bratsk”), the Commission is directed to:® *

undertake an “ additional causation inquiry” whenever certain triggering factors are
met: “ whenever the antidumping investigation is centered on a commodity product, and
price competitive non-subject imports are a significant factor in the market.” The
additional inquiry required by the Court, which we refer to as the Bratsk
replacement/benefit test, is“ whether non-subject imports would have replaced the
subject imports without any beneficial effect on domestic producers.”

Inits preliminary determinations in these investigations, the Commission noted that “{i} n any
final phase investigations, we will seek information on the role of nonsubject imports of CFSP in the U.S.
market” and invited parties to comment on the applicability of the Bratsk decision to the facts of this
investigation.” Parties restricted the comments provided to the collection of datain the Commission’s
questionnaires relevant to Bratsk considerations.™

Thelndustry in Korea (nonsubject)
The following Korean producers were determined by Commerce to have both de minimis subsidy

and dumping margins: Hansol, and Moorim Paper and Moorim SP. Data for the nonsubject
manufacturers are shown in appendix table H-1.

67 %%

® Slicon Metal from Russia, Inv. No. 731-TA-991 (Second Remand), USITC Publication 3910, March 2007, p. 2;
citing Bratsk Aluminum Smelter v. United States, 444 F.3d at 1375.

® In the silicon metal remand, Chairman Pearson noted “consistent with his views in Lined Paper School
Supplies From China, India, and Indonesia, Inv. Nos. 701-TA-442-443 and 731-TA-1095-1097 (Final), USITC Pub.
3884 (Sept. 2006) at 51, that while he agrees with the Commission that the Federal Circuit’s opinion suggests a
replacement/benefit test, he also finds that the Federal Circuit’s opinion could be read, not as requiring a new test,
but rather as areminder that the Commission, before it makes an affirmative determination, must satisfy itself that it
has not attributed material injury to factors other than subject imports.” Slicon Metal from Russia, Inv. No. 731-TA-
991 (Second Remand), USITC Publication 3910, March 2007, p. 2, fn. 17. Commissioner Okun joined in those
separate and dissenting views in Lined Paper.

™ Coated Free Sheet Paper From China, Indonesia, and Korea, Investigation Nos. 701-TA-444-446
(Preliminary) and 731-TA-1107-1109 (Preliminary), USITC Publication 3900, December 2006, p. 17 (n. 115).

™ See Petitioner New Page' s comments on the draft questionnaires, June 21, 2007, p. 2.; Chinese respondents
comments on the draft questionnaires, June 21, 2007, pp. 2-3, with concurrence by the Indonesian respondents, June
21, 2007; and Korean respondents’ comments on the draft questionnaires, June 21, 2007, p. 9.
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The Industry in Canada

In 2006, U.S. imports of CFS paper from Canada totaled 158,249 short tons, representing ***
percent of total U.S. imports of CFS paper (table 1V-4) . Foreign producer questionnaires were sent to six
companies’ in Canada believed to produce CFS paper. No responses were received from five of these
companies; one company, Domtar, provided partial data. ***.”? Asmentioned above, atelegram was
sent to the U.S. embassy in Ottawa asking for information on Canadian CFS paper producers. No
response was received to the telegram.

Available data for the CFS paper industry in Canada are shown in the following tabulation:

* * * * * * *

Table VI1-19 presents data on Canadian exports and imports of CFS paper, and table V11-20
shows data for Canadian exports and average unit values of exports of CFS paper. The United States
accounted for more than 96 percent of total Canadian exports of CFS paper during 2004-06.

Table VII-19
Coated free sheet paper: Canada’s exports and imports, 2004-06
Calendar year
Destination 2004 2005 2006
Quantity (short tons)

Exports 314,284 310,061 165,538
Imports 481,144 486,067 492,825
Net exports (166,860) (176,006) (327,287)

Source: Compiled from Global Trade Atlas database.

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products.

"2 Foreign producer questionnaire were sent to the following firms: Abitibi-Consolidated, Inc.; Cascade Fine
Papers Group, Inc.; Domtar, Inc.; Schiffenhaus Canada, Inc.; SureCut Converting; and Tembec, Inc.

3 Accompanying letter and attachment to Domtar’ s importer questionnaire response.
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Table VII-20
Coated free sheet paper:

Canada’s exports and average unit values, 2004-06

Calendar year

Destination 2004 2005 2006
Quantity (short tons)
United States 303,728 301,898 159,784
Top export markets:
India 1,115 1,586 1,686
Turkey 2,840 165 987
World 314,284 310,061 165,538
Unit value (per short ton)
United States $885 $914 $880
Top export markets:
India 348 359 326
Turkey 394 458 381
World average 871 904 870
Share of total (percent)
United States 96.6 97.4 96.5
Top export markets:
India 0.4 0.5 1.0
Turkey 0.9 0.1 0.6
Total 97.9 98.0 98.1

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products.

Source: Compiled from Global Trade Atlas database.
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The Industry in Finland

In 2006, U.S. imports of CFS paper from Finland totaled 224,267 short tons, representing ***
percent of total U.S. imports of CFS paper (table 1V-4). Foreign producer questionnaires were sent to six
companies in Finland believed to produce CFS paper.” Two Finnish producers, Ahlstrom Corp. and
Stora Enso Oyj,” provided questionnaire responses; no responses were received from the other
producers.” Data provided by Stora Enso Oyj are shown in appendix table H-2.”” The firm estimated
that its production of CFS paper in Finland in 2006 accounted for *** percent of total Finnish production
in 2006.”® Available data for the entire CFS paper industry in Finland are shown in the following
tabulation:

Table VI1-21 presents data on Finland’ s exports and imports of CFS paper, and table V11-22
provides data for Finland’ s exports and average unit values of exports of CFS paper. Finland exports
large volumes of CFS paper to multiple countries. 1n 2006, exports of CFS paper to the United States
accounted for only 10.2 percent of total Finnish exports of this product. Other significant markets for
Finnish CFS paper included Germany, the United Kingdom, Belgium, and Russia.

Table VII-21
Coated free sheet paper: Finland’s exports and imports, 2004-06
Calendar year
Destination 2004 2005 2006
Quantity (short tons)

Exports 2,161,777 1,854,843 2,192,669
Imports 31,915 48,771 41,416
Net exports 2,129,862 1,806,072 2,151,253

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products.

Source: Compiled from Global Trade Atlas database.

™ Foreign producer questionnaires were sent to the following firms: Ahlstrom Corp., M-real Corp., Stora Enso
Oyj, Stromsdal Ltd., Tervakoski Oy, and UPM-Kymmene Corp.

%% Stora Enso Oyj was the parent company of CFS paper manufacturers in the United States (Stora Enso
North America, Corp.), China (Stora Enso Suzhou Paper Co., Ltd.), and Germany (Stora Enso Uetersen GmbH &
Co., KG) during the period examined. As noted earlier, Stora Enso Oyj announced on September 21, 2007 that it
has signed a definitive agreement to sell Stora Enso North America, Inc. to NewPage, the petitioning firm in these
investigations.

® Asmentioned earlier, atelegram was also sent to the U.S. embassy in Helsinki asking for information on
Finnish CFS paper producers. No response was received to the telegram.

" Data for Ahlstrom’ s Kautiva plant are not included in app. table H-2. The firm sold its operationsin *** to
*** E-mail from ***, September 13, 2007. Ahlstrom manufactured *** short tons of CFS paper in Finland in 2004
and *** short tonsin 2005. Ahlstrom’sforeign producer questionnaire response (Finland), question 11-8.

"8 Stora Enso Oyj’ s foreign producer questionnaire response, question 11-8. A *** share is obtained from
comparing the production figure for 2006 in their questionnaire response (table H-2) to the *** production data for
the entire Finnish industry shown in this section.
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Table VII-22

Coated free sheet paper: Finland’s exports and average unit values, 2004-06

Calendar year

Destination 2004 2005 2006
Quantity (short tons)
United States 235,536 168,281 223,942
Top export markets:
Germany 262,255 312,277 387,504
United Kingdom 319,177 267,233 281,030
Belgium 248,527 222,565 242,890
Russia 96,191 90,864 108,562
World 2,161,777 1,854,843 2,192,669

Unit value (per short ton)

United States $720 $754 $741
Top export markets:
Germany 787 714 725
United Kingdom 832 805 821
Belgium 625 618 617
Russia 836 840 857
World average 752 752 749
Share of total (percent)
United States 10.9 9.1 10.2
Top export markets:
Germany 12.1 16.8 17.7
United Kingdom 14.8 14.4 12.8
Belgium 11.5 12.0 111
Russia 4.4 4.9 5.0
Total 53.7 57.2 56.8

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products.

Source: Compiled from Global Trade Atlas database.

VII-21




Thelndustry in Germany

In 2006, U.S. imports of CFS paper from Germany totaled 136,031 short tons, representing ***
percent of total U.S. imports of CFS paper (table 1V-4). Foreign producer questionnaires were sent to 19
companies in Germany believed to produce CFS paper.” Two German producers, Ahlstrom Corp. and
Stora Enso Uetersen Gmbh & Co KG, provided questionnaire responses.?® Another firm, Sappi Fine
Paper Europe (SFPE) c/o Sappi Europe S.A., provided aggregated questionnaire data for al seven of its
paper mills that produce CFS paper in the European Union. Two of these millsarein Germany, 2 arein
the Netherlands, one isin the United Kingdom, oneisin Austria, and oneisin Belgium. None of the
other German producers responded to the questionnaire.®

Datafor Ahlstrom and Stora Enso Uetersen are shown in appendix table H-3. The firms
production of CFS paper in Germany in 2006 accounted for an estimated *** percent of total German
production.?? Datafor Sappi Fine Paper Europe (SFPE) c/o Sappi Europe S.A. EU operations, including
their millsin Germany, are shown in appendix table H-4 along with Ahlstrom’ s operationsin France and
Italy. Both Sappi and Stora Enso are related to U.S. manufacturers of CFS paper (table 111-1). Available
data for the entire CFS paper industry in Germany are provided in the following tabulation:

* * * * * * *

Table VI1-23 presents data on German exports and imports of CFS paper, and table V11-24 gives
data for German exports and average unit values of exports of CFS paper. Germany also exports large
volumes of CFS paper to numerous countries. 1n 2006, exports of CFS paper to the United States
accounted for only 7.6 percent of total German exports of this product. Other large markets for German
exports of CFS paper included the United Kingdom, France, Italy, the Netherlands, and Belgium.

™ Foreign producer questionnaires were sent to the following firms: Brucher, Pappen und Papierfabrik
Verpackungen GmbH, Buttenpapierfabrik Gmund, Buttenpapierfabrik Hahnemuhle, Cordier Spezial papier GmbH,
Papierfabrik Schleipen, Felix Schoeller Jr., Karl Kurz GmbH, Koehler Kehl GmbH, M-real Zanders Gohrsmuhle,
Nordland Papier GmbH, Papierfabrik August Koehler AG, Papierfabrik Ostermohe R. Wunderlich & Sohn KB,
Papierfabrik Rieger GmbH, Papierfabrik Salach GmbH, Papierfabrik Scheufelen GmbH, Papierfabrik Zerkall
Renker & Sohne GmbH, Papierfabrik Schoellershammer, Sappi Alfeld AG, Steinbeis Temming Papier GmbH, and
Stora Enso Fine Paper Uetersen.

8 The Ahlstrom mill is located in Osnabruck, Germany; it is owned by Ahstrom Corp. (Helsinki, Finland). The
Stora Enso mill islocated in Uetersen, Germany; it is owned by Stora Enso Oyj (Helsinki, Finland).

8 Asmentioned earlier, atelegram was sent to the U.S. embassy in Berlin asking for information on German CFS
paper producers. The embassy provided industry-wide production figures that were generally comparable to the
***_data presented in this section. With respect to individual company data, the embassy indicated that “overall,
companies did not see an advantage in supplying the data requested in a dispute that does not involve them, the
country where they produce, or any other aspect of their strategic interests.” P 2105357 Sep 07.

8 Calculated by dividing reported production for Ahlstrom and Stora Enso for 2006 (table H-3) by the ***
production data for the entire German industry shown in this section.
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Table VII-23
Coated free sheet paper:

Germany'’s exports and imports, 2004-06

Calendar year

Destination 2004 2005 2006
Quantity (short tons)
Exports 2,405,124 2,463,698 2,444,163
Imports 1,477,587 1,510,396 1,442,574
Net exports 927,537 953,302 1,001,589

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products.

Source: Compiled from Global Trade Atlas database.
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Table VII-24
Coated free sheet paper: Germany’s exports and average unit values, 2004-06

Calendar year

Destination 2004 2005 2006

Quantity (short tons)

United States 209,754 146,822 186,108

Top export markets:

United Kingdom 306,727 319,626 290,725
France 242,760 266,516 262,921
Italy 129,611 137,043 145,397
Netherlands 91,924 112,411 119,451
Belgium 111,421 109,690 115,530
World 2,405,124 2,463,698 2,444,163

Unit value (per short ton)

United States $862 $821 $843
Top export markets:
United Kingdom 896 913 929
France 956 1,020 963
Italy 992 981 962
Netherlands 1,072 1,031 979
Belgium 914 895 898
World average 886 904 892

Share of total (percent)

United States 8.7 6.0 7.6

Top export markets:

United Kingdom 12.8 13.0 11.9
France 10.1 10.8 10.8
Italy 5.4 5.6 5.9
Netherlands 3.8 4.6 4.9
Belgium 4.6 4.5 4.7

Total 454 445 45.8

Note.—Export and import figures are quantities reported at the 6-digit level for HTS subheadings 4810.13, 4810.14,
and 4810.19, which include nonsubject products.

Source: Compiled from Global Trade Atlas database.
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INTERNATIONAL TRADE
COMMISSION

Investigation Nos. 701-TA-444-446 (Final)
and 731-TA-1107-1109 (Final)

Coated Free Sheet Paper From China,
Indonesia, and Korea

AGENCY: United States International
Trade Commission.

ACTION: Scheduling of the final phase of
countervailing duty and antidumping
investigations.

SUMMARY: The Commission hereby gives
notice of the scheduling of the final
phase of countervailing duty
investigation Nos. 701-TA—444—-446
(Final) under section 705(b) of the Tariff
Act of 1930 (19 U.S.C. 1671d(b)) (the
Act) and the final phase of antidumping
investigation Nos. 731-TA-1107-1109
(Final) under section 735(b) of the Act
(19 U.S.C. 1673d(b)) to determine
whether an industry in the United
States is materially injured or
threatened with material injury, or the
establishment of an industry in the
United States is materially retarded, by
reason of subsidized and less-than-fair-

value imports from China, Indonesia,
and Korea of coated free sheet paper,
provided for in subheadings 4810.13.19,
4810.13.20, 4810.13.50, 4810.13.70,
4810.14.19, 4810.14.20, 4810.14.50,
4810.14.70, 4810.19.19, and 4810.19.20
of the Harmonized Tariff Schedule of
the United States.?

For further information concerning
the conduct of this phase of the
investigations, hearing procedures, and
rules of general application, consult the
Commission’s Rules of Practice and
Procedure, part 201, subparts A through
E (19 CFR part 201), and part 207,
subparts A and C (19 CFR part 207).
DATES: Effective Date: June 4, 2007.

FOR FURTHER INFORMATION CONTACT:
Debra Baker (202—205-3180), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202—
205-1810. Persons with mobility
impairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202—205-2000.
General information concerning the
Commission may also be obtained by
accessing its internet server (http://
www.usitc.gov). The public record for
these investigations may be viewed on
the Commission’s electronic docket
(EDIS) at http://edis.usitc.gov.
SUPPLEMENTARY INFORMATION:

Background. The final phase of these
investigations is being scheduled as a
result of affirmative preliminary
determinations by the Department of
Commerce that certain benefits which
constitute subsidies within the meaning
of section 703 of the Act (19 U.S.C.
1671b) are being provided to
manufacturers, producers, or exporters
in China, Indonesia, and Korea of coated

1For purposes of these investigations, the
Department of Commerce has defined the subject
merchandise as coated free sheet paper and
paperboard of a kind used for writing, printing or
other graphic purposes. Coated free sheet paper is
produced from not-more-than 10 percent by weight
mechanical or combined chemical/mechanical
fibers. Coated free sheet paper is coated with kaolin
(China clay) or other inorganic substances, with or
without a binder, and with no other coating. Coated
free sheet paper may be surface-colored, surface-
decorated, printed (except as described below),
embossed, or perforated. The subject merchandise
includes single- and double-side-coated free sheet
paper; coated free sheet paper in both sheet or roll
form; and is inclusive of all weights, brightness
levels, and finishes. The terms “wood free”” or “art”
paper may also be used to describe the imported
product. Excluded from the scope are (1) coated free
sheet paper that is imported printed with final
content printed text or graphics; (2) base paper to
be sensitized for use in photography; and (3) paper
containing by weight 25 percent or more cotton
fiber.

free sheet paper, and that such products
are being sold in the United States at
less than fair value within the meaning
of section 733 of the Act (19 U.S.C.
1673b). The investigations were
requested in a petition filed on October
31, 2006, by NewPage Corporation,
Dayton, OH.

Participation in the investigations and
public service list. Persons, including
industrial users of the subject
merchandise and, if the merchandise is
sold at the retail level, representative
consumer organizations, wishing to
participate in the final phase of these
investigations as parties must file an
entry of appearance with the Secretary
to the Commission, as provided in
section 201.11 of the Commission’s
rules, no later than 21 days prior to the
hearing date specified in this notice. A
party that filed a notice of appearance
during the preliminary phase of the
investigations need not file an
additional notice of appearance during
this final phase. The Secretary will
maintain a public service list containing
the names and addresses of all persons,
or their representatives, who are parties
to the investigations.

Limited disclosure of business
proprietary information (BPI) under an
administrative protective order (APO)
and BPI service list. Pursuant to section
207.7(a) of the Commission’s rules, the
Secretary will make BPI gathered in the
final phase of these investigations
available to authorized applicants under
the APO issued in the investigations,
provided that the application is made
no later than 21 days prior to the
hearing date specified in this notice.
Authorized applicants must represent
interested parties, as defined by 19
U.S.C. 1677(9), who are parties to the
investigations. A party granted access to
BPI in the preliminary phase of the
investigations need not reapply for such
access. A separate service list will be
maintained by the Secretary for those
parties authorized to receive BPI under
the APO.

Staff report. The prehearing staff
report in the final phase of these
investigations will be placed in the
nonpublic record on October 2, 2007,
and a public version will be issued
thereafter, pursuant to section 207.22 of
the Commission’s rules.

Hearing. The Commission will hold a
hearing in connection with the final
phase of these investigations beginning
at 9:30 a.m. on October 18, 2007, at the
U.S. International Trade Commission
Building. Requests to appear at the
hearing should be filed in writing with
the Secretary to the Commission on or
before October 10, 2007. A nonparty
who has testimony that may aid the
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Commission’s deliberations may request
permission to present a short statement
at the hearing. All parties and
nonparties desiring to appear at the
hearing and make oral presentations
should attend a prehearing conference
to be held at 9:30 a.m. on October 12,
2007, at the U.S. International Trade
Commission Building. Oral testimony
and written materials to be submitted at
the public hearing are governed by
sections 201.6(b)(2), 201.13(f), and
207.24 of the Commission’s rules.
Parties must submit any request to
present a portion of their hearing
testimony in camera no later than 7
business days prior to the date of the
hearing.

Written submissions. Each party who
is an interested party shall submit a
prehearing brief to the Commission.
Prehearing briefs must conform with the
provisions of section 207.23 of the
Commission’s rules; the deadline for
filing is October 9, 2007. Parties may
also file written testimony in connection
with their presentation at the hearing, as
provided in section 207.24 of the
Commission’s rules, and posthearing
briefs, which must conform with the
provisions of section 207.25 of the
Commission’s rules. The deadline for
filing posthearing briefs is October 25,
2007; witness testimony must be filed
no later than three days before the
hearing. In addition, any person who
has not entered an appearance as a party
to the investigations may submit a
written statement of information
pertinent to the subject of the
investigations, including statements of
support or opposition to the petition, on
or before October 25, 2007. On
November 13, 2007, the Commission
will make available to parties all
information on which they have not had
an opportunity to comment. Parties may
submit final comments on this
information on or before November 15,
2007, but such final comments must not
contain new factual information and
must otherwise comply with section
207.30 of the Commission’s rules. All
written submissions must conform with
the provisions of section 201.8 of the
Commission’s rules; any submissions
that contain BPI must also conform with
the requirements of sections 201.6,
207.3, and 207.7 of the Commission’s
rules. The Commission’s rules do not
authorize filing of submissions with the
Secretary by facsimile or electronic
means, except to the extent permitted by
section 201.8 of the Commission’s rules,
as amended, 67 Fed. Reg. 68036
(November 8, 2002). Even where
electronic filing of a document is
permitted, certain documents must also

be filed in paper form, as specified in II
(C) of the Commission’s Handbook on
Electronic Filing Procedures, 67 FR
68168, 68173 (November 8, 2002).

Additional written submissions to the
Commission, including requests
pursuant to section 201.12 of the
Commission’s rules, shall not be
accepted unless good cause is shown for
accepting such submissions, or unless
the submission is pursuant to a specific
request by a Commissioner or
Commission staff.

In accordance with sections 201.16(c)
and 207.3 of the Commission’s rules,
each document filed by a party to the
investigations must be served on all
other parties to the investigations (as
identified by either the public or BPI
service list), and a certificate of service
must be timely filed. The Secretary will
not accept a document for filing without
a certificate of service.

Authority: These investigations are being
conducted under authority of title VII of the
Tariff Act of 1930; this notice is published
pursuant to section 207.21 of the
Commission’s rules.

By order of the Commission.

Issued: June 8, 2007.

Marilyn R. Abbett,

Secretary to the Commission.

[FR Doc. E7-12987 Filed 7-3-07; 8:45 am]
BILLING CODE 7020-02-P
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preliminary determination of sales at September 10, 2007, which is on file in
LTFV in the antidumping duty the Central Records Unit (“CRU”’), room
investigation of CFS paper from the B-099 of the main Department building.
Republic of Korea. See Coated Free We provided the interested parties an
Sheet Paper from the Republic of Korea: opportunity to comment on the
Notice of Preliminary Determination of =~ Department’s Post-Preliminary
Sales at Less Than Fair Value and Determination. See also “Targeted
Postponement of Final Determination, Dumping” discussion infra.
72 FR 30766 (June 4, 2007) On September 12, 2007, the petitioner
(“‘Preliminary Determination’). Since filed its case brief on the scope
the Preliminary Determination, the clarification issue. On September 14,
following events have occurred. From 2007, the Korean respondents filed a
July 9, 2007, through August 15, 2007, rebuttal brief on this issue. A scope
we verified the sales and cost hearing was held on September 26,
questionnaire responses of Moorim, EN  2007. The hearing comprised a public
Paper, Hansol, Hankuk, and Kyesung session, a closed session for the
(hereafter collectively referred to as “the antidumping investigation from Korea,
Korean respondents”). On August 15, and a closed session for the
27, 28, 30, and 31, and September 4, countervailing duty investigation from
2007, the Department issued its the People’s Republic of China.
verification reports. We provided the On September 17, 2007, the petitioner

DEPARTMENT OF COMMERCE interested parties an opportunity to and the Korean respondents submitted

International Trade Administration
[A-580-856]

Notice of Final Determination of Sales
at Less Than Fair Value: Coated Free
Sheet Paper from the Republic of
Korea

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: We determine that imports of
coated free sheet paper (“CFS paper”’)
are being, or are likely to be, sold in the
United States at less than fair value
(“LTFV”), as provided in section 735 of
the Tariff Act of 1930, as amended (‘‘the
Act”). The estimated margins of sales at
LTFV are shown in the “Final
Determination’ section of this notice.
EFFECTIVE DATE: October 25, 2007.

FOR FURTHER INFORMATION CONTACT:
Stephanie Moore (Moorim Paper Co.,
Ltd. Moorim SP Co., Ltd. and Moorim
USA Inc. (collectively, “Moorim”);
Dennis McClure (EN Paper Mfg. Co.,
Ltd. and Shinoho USA, Inc. (collectively
“EN Paper”); and (Kyesung Paper Co.,
Ltd. and Namhan Paper Co. Ltd.
(collectively “Kyesung”)); or Joy Zhang
(Hankuk Paper Mfg. Co., Ltd.)
(“Hankuk”), and Hansol Paper Co., Ltd.)
(“Hansol”)), AD/CVD Operations, Office
3, Import Administration—Room B-099,
International Trade Administration,
U.S. Department of Commerce, 14th
Street and Constitution Avenue, NW.,
Washington, DC 20230; telephone: (202)
482-3692, (202) 4825973, or (202) 482—
1168, respectively.

SUPPLEMENTARY INFORMATION:

Background

On June 4, 2007, the Department
published in the Federal Register the

comment on the Preliminary
Determination and the Department’s
verification findings.

On June 29, 2007, the petitioner?
requested a hearing, and from July 2
through 9, 2007, the Korean respondents
also requested a hearing to discuss
issues addressed in their case and
rebuttal briefs.

On August 28, 2007, the petitioner
requested that the Department clarify
the scope of the investigation of CFS
paper from Korea and placed on the
record of this review information to
support its request.

On September 10, 2007, the
Department responded to the
petitioner’s targeting allegations that
were filed on April 26, 2007. The
petitioner alleged that Hansol targeted
sales into a region and Moorim and
Hankuk targeted specific customers. In
the Preliminary Determination, the
Department stated that although
petitioner’s allegations were timely, the
Department did not have sufficient time
to fully analyze them for purposes of the
preliminary determination. The
Department also stated that it would
fully consider this issue for purposes of
the final determination. See Preliminary
Determination 72 FR 30766, 30767.
Therefore, these allegations were
addressed after the preliminary
determination. See Memorandum to
David M. Spooner, Assistant Secretary
for Import Administration, from
Stephen J. Claeys, Deputy Assistant
Secretary for Import Administration,
regarding Antidumping Duty
Investigation of Coated Free Sheet Paper
from South Korea - Post-Preliminary
Analysis on Targeting (“Post-
Preliminary Determination”), dated

1The petitioner in this investigation is NewPage
Corporation.

case briefs. On September 24, 2007, both
the petitioner and the Korean
respondents submitted rebuttal briefs.
On September 25, 2007, a closed
hearing was held at the Department.

Targeted Dumping

We find that there is a pattern of
export prices for comparable
merchandise that differs significantly
among purchasers and regions;
moreover, such differences cannot be
taken into account using the average—
to—average comparison methodology.
See section 777A(d)(1)(B) of the Tariff
Act of 1930, as amended (the Act).
Accordingly, we used the transaction—
to—average methodology for these sales.

In the Post-Preliminary
Determination, the Department
employed the average—to—average
comparison methodology used in the
Preliminary Determination for non—
targeted sales. See Post—Preliminary
Determination; see also, Preliminary
Determination, 72 FR 30766, 30768. As
required by section 777A(d)(1)(B) of the
Act, we determined that the pattern of
price differences could not be taken into
account using the average—to—average
comparison methodology for targeted
sales because that methodology, by
averaging the high prices with the low
prices, has the effect of masking the
extent of sales at LTFV. Thus, consistent
with 19 CFR 351.414(f)(2), we limited
our application of the average—to—
transaction methodology to the targeted
sales under 19 CFR 351.414(f)(1).

When calculating a respondent’s
specific weighted—average margin, we
combined the margin calculated for the
targeted sales using the average—to—
transaction methodology with the
margin calculated for the non—targeted
sales using the average—to-average
methodology. In combining the margins
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for the targeted and non—targeted U.S.
sales databases, we have not offset any
margins found among the targeted U.S.
sales. We have adopted the
methodology established in the Post-
Preliminary Determination for purposes
of our final determination.

Period of Investigation

The period of investigation (“POI”) is
October 1, 2005, through September 30,
2006. This period corresponds to the
four most recent fiscal quarters prior to
the month of the filing of the petition.

Analysis of Comments Received

All issues raised in the case and
rebuttal briefs submitted by the parties
to this investigation are addressed in the
“Issues and Decision Memorandum”
(“Decision Memo’’) from Stephen J.
Claeys, Deputy Assistant Secretary for
Import Administration, to David M.
Spooner, Assistant Secretary for Import
Administration, dated October 17, 2007,
which is hereby adopted by this notice.
A list of the issues that parties have
raised and to which we have responded,
all of which are in the Decision Memo,
is attached to this notice as an
appendix. Parties can find a complete
discussion of all issues raised in this
investigation, and the corresponding
recommendations in this public
memorandum, on file in the CRU. In
addition, a complete version of the
Decision Memo can be accessed directly
on the Web at http://ia.ita.doc.gov/frn.
The paper copy and electronic version
of the Decision Memo are identical in
content.

Scope of Investigation

The merchandise covered by this
investigation includes coated free sheet
paper and paperboard of a kind used for
writing, printing or other graphic
purposes. Coated free sheet paper is
produced from not-more—than 10
percent by weight mechanical or
combined chemical/mechanical fibers.
Coated free sheet paper is coated with
kaolin (China clay) or other inorganic
substances, with or without a binder,
and with no other coating. Coated free
sheet paper may be surface—colored,
surface—decorated, printed (except as
described below), embossed, or
perforated. The subject merchandise
includes single— and double—side—
coated free sheet paper; coated free
sheet paper in both sheet or roll form;
and is inclusive of all weights,
brightness levels, and finishes. The
terms “wood free” or “‘art” paper may
also be used to describe the imported
product.

Excluded from the scope are: (1)
coated free sheet paper that is imported

printed with final content printed text
or graphics; (2) base paper to be
sensitized for use in photography; and
(3) paper containing by weight 25
percent or more cotton fiber.

Coated free sheet paper is classifiable
under subheadings 4810.13.1900,
4810.13.2010, 4810.13.2090,
4810.13.5000, 4810.13.7040,
4810.14.1900, 4810.14.2010,
4810.14.2090, 4810.14.5000,
4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090 of the
Harmonized Tariff Schedule of the
United States (HTSUS). While HTSUS
subheadings are provided for
convenience and customs purposes, our
written description of the scope of this
investigation is dispositive.

Scope Comments

On August 20, August 28, and
September 10, 2007, the petitioner
requested that the Department clarify
the scope of the antidumping and
countervailing duty investigations of
CFS paper from Indonesia, Korea and
the People’s Republic of China.
Specifically, the petitioner asked the
Department to “clarify that the scope of
the investigation includes coated free
sheet paper containing hardwood
BCTMP.”

Because this was a general issue
pertaining to all six investigations, the
Department set up a general issues file
to handle this scope request. After
considering the comments submitted by
the parties to these investigations, we
have determined not to adopt the scope
clarification sought by the petitioner.
See Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
Administration, entitled “Scope
Clarification Request: NewPage
Corporation” dated concurrently with
this notice, which is appended to
“Issues and Decision Memorandum for
the Final Determination in the
Countervailing Duty Investigation of
Coated Free Sheet Paper from the
People’s Republic of China.”

Changes Since the Preliminary
Determination

Based on our analysis of the
comments received and our findings at
verification, we have made certain
changes to the margin calculations for
the Korean Respondents. For a
discussion of these changes, see the
“Margin Calculations” section of the
Decision Memo.

Verification

As provided in section 782(i) of the
Act, we verified the sales and cost
information submitted by the Korean
respondents for use in our final

determination. We used standard
verification procedures including an
examination of relevant accounting and
production records, and original source
documents provided by the Korean
respondents. Our sales and cost
verification results are outlined in
separate verification reports. See August
27, 28, and 31, 2007, and September 4,
2007, cost verification reports, and
August 15, 30, and 31, 2007, sales
verification reports for the Korean
respondents.

Continuation of Suspension of
Liquidation

In accordance with section
735(c)(1)(B) of the Act, we are directing
U.S. Customs and Border Protection
(“CBP”) to continue to suspend
liquidation of all imports of subject
merchandise with the exception of those
exported by Hansol, Moorim, and
Hankuk, that are entered or withdrawn
from warehouse, for consumption on or
after June 4, 2007, the date of
publication of the preliminary
determination in the Federal Register.
We will instruct CBP to continue to
require a cash deposit or the posting of
a bond for all companies for which we
have calculated an above de minimis
margin based on the estimated
weighted—average dumping margins
shown below. The suspension of
liquidation instructions will remain in
effect until further notice.

Final Determination Margins

We determine that the following
weighted—average dumping margins
exist for the period October 1, 2005,
thorough September 30, 2006:

Weighted Average

Manufacturer/Exporter Margin (percent)

0.97 (de minimis)

Hankuk 0.47 (de minimis)
Moorim 1.05 (de minimis)
EN Paper 12.31
Kyesung 31.55
All Others ......cccceeveeenne. 18.70

Section 735(c)(5)(A) of the Act
provides that the estimated “All Others”
rate shall be an amount equal to the
weighted average of the estimated
weighted—average dumping margins
established for exporters and producers
individually investigated, excluding any
zero and de minimis margins, and any
margins determined entirely under
section 776 of the Act.

Disclosure

We will disclose the calculations
performed within five days of the date
of publication of this notice to parties in
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this proceeding in accordance with 19
CFR 351.224(b).

International Trade Commission (ITC)
Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
final determination. As our final
determination is affirmative, the ITC
will determine within 45 days whether
imports of the subject merchandise are
causing material injury, or threat of
material injury, to the industry in the
United States. If the ITC determines that
material injury or threat of injury does
not exist, the proceeding will be
terminated and all securities posted will
be refunded or canceled. If the ITC
determines that such injury does exist,
the Department will issue an
antidumping duty order directing CBP
to assess antidumping duties on all
imports of the subject merchandise
entered, or withdrawn from warehouse,
for consumption on or after the effective
date of the suspension of liquidation.

Return or Destruction of Proprietary
Information

This notice will serve as the only
reminder to parties subject to
administrative protective order (“APQO”)
of their responsibility concerning the
destruction of proprietary information
disclosed under APO in accordance
with 19 CFR 351.305(a)(3). Timely
written notification of return/
destruction of APO materials or
conversion to judicial protective order is
hereby requested. Failure to comply
with the regulations and the terms of an
APO is a sanctionable violation. We are
issuing and publishing this
determination and notice in accordance
with sections 735(d) and 777(i) of the
Act.

Dated: October 17, 2007.
David M. Spooner,

Assistant Secretary for Import
Administration.

Appendix—Issues in Decision Memo
Comments

A. General Comments

Targeting

Comment 1: Standard and Appropriate
Statistical Techniques

Comment 2: Validity of Certain Pasta
from Italy

Comment 3: Statistical Significance
Requirement

Comment 4: Whether the Average—to—
Average Method Can Account for
Targeted Dumping

Comment 5: Statutory Application of
Transaction—to—Transaction
Methodology

Comment 6: Discretionary Application
of Transaction—to—Transaction
Methodology

Comment 7: Margin Calculation of
Targeted and Non-Targeted Sales

Comment 8: Proposed Transaction—to—
Transaction Margin Program

Cost of Production

Comment 9: Application of Partial Facts
Available to Hansol, Moorim, and
Hankuk’s Total Cost of Manufacture
Comment 10: Differences in
Merchandise Were Not Verified

B. Company-Specific Comments

Hansol

Comment 1: Treatment of Constructed
Export Price (CEP) Offset

Comment 2: Treatment of Indirect
Selling Expenses Incurred in Korea
(DINDIRSU)

Comment 3: Treatment of Missing U.S.
Payment Dates

Comment 4: Treatment of U.S.
Repacking

Comment 5: Adjustment of Hansol’s
Reported U.S. Rebates

Comment 6: Production Quantities Were
Not Verified

Comment 7: General and Administrative
Expense Rate

Comment 8: Financial Expense Rate
Kyesung

Comment 9: Price Adjustment Related
to the U.S. Price

Comment 10: Request to Apply Partial
Adverse Facts Available

Moorim

Comment 11: Moorim’s Pulp Costs
Remain Unexplained

Hankuk

Comment 12: Timeliness of Targeted
Dumping Allegation concerning Hankuk
Paper

Comment 13: Standard Costs for
Hankuk

EN Paper

Comment 14: Credit Balance for Bad
Debt Allowance

[FR Doc. E7—21035 Filed 10-24—07; 8:45 am]
BILLING CODE 3510-DS-S

DEPARTMENT OF COMMERCE

International Trade Administration
A-570-906

Final Determination of Sales at Less
Than Fair Value: Coated Free Sheet
Paper from the People’s Republic of
China

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

EFFECTIVE DATE: October 25, 2007.
SUMMARY: On June 4, 2007, the
Department of Commerce (the
“Department”’) published its
preliminary determination of sales at
less than fair value (“LTFV”’) in the
antidumping investigation of coated free
sheet paper (“CFS”’) from the People’s
Republic of China (“PRC”). The period
of investigation (“POI”) is April 1, 2006,
through September 30, 2006. We invited
interested parties to comment on our
preliminary determination of sales at
LTFV. Based on our analysis of the
comments we received, we have made
changes to our calculations for the
mandatory respondents. The final
dumping margins for this investigation
are listed in the “Final Determination
Margins” section below.

FOR FURTHER INFORMATION CONTACT:
Magd Zalok or Drew Jackson, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW, Washington, DC 20230;
telephone: (202) 482—4162 and 482—
4406, respectively.

Final Determination

We determine that CFS from the PRC
is being, or is likely to be, sold in the
United States at LTFV as provided in
section 735 of the Tariff Act of 1930, as
amended (“the Act”). The estimated
margins of sales at LTFV are shown in
the “Final Determination Margins”
section of this notice.

SUPPLEMENTARY INFORMATION:
Background

The Department published its
preliminary determination of sales at
LTFV on June 4, 2007. See Preliminary
Determination of Sales at Less Than
Fair Value: Coated Free Sheet Paper
from the People’s Republic of China, 72
FR 30758 (June 4, 2007) (“Preliminary
Determination”). Between June 18,
2007, and July 13, 2007, the Department
conducted verifications of the collapsed
entity Gold East Co. Ltd.(Gold East
Paper (Jiangsu) Co. Ltd., Gold Hua
Sheng Paper (Suzhou Industry Park) Co.
Ltd., and China Union (Macao
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Commercial Offshore) Company Ltd.)
(collectively “Gold East”) and its U.S.
affiliate, and separate rates applicant
Yanzhou Tianzhang Paper Industry Co.
Ltd. (“Yanzhou Tianzhang”), and its
U.S. importer. See the “Verification”
section below for additional
information.

We invited parties to comment on the
Preliminary Determination. On August
31, 2007, petitioner,? the Bureau of Fair
Trade, Ministry of Commerce, People’s
Republic of China (“BOFT”’), Yanzhou
Tianzhang, and Gold East filed case
briefs. Petitioner and Gold East filed
rebuttal briefs on September 7, 2007.
Additionally, on September 12, 2007,
petitioner, Gold East, Yanzhou
Tianzhang, and BOFT, along with other
interested parties in concurrent CFS
investigations, submitted comments
regarding the scope of the instant
investigation. These parties filed
rebuttal scope comments on September
20, 2007. In response to requests from
interested parties, the Department held
a hearing on the scope of the
investigation on September 26, 2007.

Analysis of Comments Received

With the exception of the scope issue,
all issues raised in the case and rebuttal
briefs by parties to this investigation are
addressed in the “Investigation of
Coated Free Sheet Paper from the
People’s Republic of China: Issues and
Decision Memorandum,” dated October
17, 2007, which is hereby adopted by
this notice (“Issues and Decision
Memorandum”). The scope issue is
addressed in a separate memorandum.
See “Scope Comments” section, below.
A list of the issues which parties raised
and to which we respond in the Issues
and Decision Memorandum is attached
to this notice as an Appendix. The Issue
and Decision Memorandum is a public
document and is on file in the Central
Records Unit (“CRU”’), Main Commerce
Building, Room B-099, and is accessible
on the Web at http://ia.ita.doc.gov/frn.
The paper copy and electronic version
of the memorandum are identical in
content. Additionally, because some of
the issues that parties raised and to
which we respond contain proprietary
information, there is a separate
proprietary version of the Issues and
Decision Memorandum. See
“Investigation of Coated Free Sheet
Paper from the People’s Republic of
China: Issues and Decision
Memorandum, Comments and
Department of Commerce’s Positions
Containing Proprietary Information,”
dated October 17, 2007.

1Petitioner in this investigation is NewPage
Corporation.

Changes Since the Preliminary
Determination

Based on our analysis of the
comments received, we have changed
the margin calculation for Gold East.
Those changes include the following:

1. We revised our calculation of the
per—unit cost of Gold East’s self—
produced electricity and did not
value steam used in production.

2. Based on verification findings, (a)
we revised the average market—
economy price reported for a type
of pulp; (b) recalculated the net unit
price of constructed export price
(“CEP”’) sales to account for
unreported selling expenses; (c)
reclassified one export price sale as
a CEP sale and adjusted the sale’s
price to reflect CEP expenses; and
(d) based the dumping margin of
one unreported sale on adverse
facts available (“AFA”).

3. We did not value certain reported
factors based on our finding that
these factors are used in the
maintenance of machines, and are
properly classified as overhead
items.

4. We revised surrogate values for
certain factors of production.

5. We valued certain inputs used by
Gold East to treat water.

6. We revised the surrogate values for
factory overhead, selling, general
and administrative (“SG&A”), and
profit.

7. We corrected a ministerial error
involving one of Gold East’s self—
produced inputs.

For a detailed analysis of Gold East’s
margin calculation, see “Final
Determination in the Investigation of
Coated Free Sheet Paper from the
People’s Republic of China: Analysis
Memorandum for Gold East”, dated
October 17, 2007.

We assigned separate rates applicant
Yanzhou Tianzhang the revised final
margin calculated for Gold East, the
only mandatory respondent to fully
participate in this investigation.

We assigned the PRC—wide rate, as
total AFA, to Shandong Chenming
Paper Holdings Limited (“Chenming’),
because it ceased participating in this
investigation prior to the scheduled
verification and, consequently, did not
demonstrate its entitlement to a separate
rate.

Scope of Investigation

The merchandise covered by this
investigation includes coated free sheet
paper and paperboard of a kind used for
writing, printing or other graphic
purposes. Coated free sheet paper is
produced from not-more-than 10

percent by weight mechanical or
combined chemical/mechanical fibers.
Coated free sheet paper is coated with
kaolin (China clay) or other inorganic
substances, with or without a binder,
and with no other coating. Coated free
sheet paper may be surface—colored,
surface—decorated, printed (except as
described below), embossed, or
perforated. The subject merchandise
includes single- and double—side-coated
free sheet paper; coated free sheet paper
in both sheet or roll form; and is
inclusive of all weights, brightness
levels, and finishes. The terms ‘“wood
free” or “art” paper may also be used to
describe the imported product.
Excluded from the scope are: (1)
Coated free sheet paper that is imported
printed with final content printed text
or graphics; (2) base paper to be
sensitized for use in photography; and
(3) paper containing by weight 25
percent or more cotton fiber. Coated free
sheet paper is classifiable under
subheadings 4810.13.1900,
4810.13.2010, 4810.13.2090,
4810.13.5000, 4810.13.7040,
4810.14.1900, 4810.14.2010,
4810.14.2090, 4810.14.5000,
4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090 of the
Harmonized Tariff Schedule of the
United States (“HTSUS”’). While
HTSUS subheadings are provided for
convenience and customs purposes, our
written description of the scope of this
investigation is dispositive.

Scope Comments

On August 20, August 28, and
September 10, 2007, the petitioner
requested that the Department clarify
the scope of the antidumping and
countervailing duty investigations of
CFS paper from Indonesia, Korea and
the People’s Republic of China.
Specifically, the petitioner asked the
Department to “clarify that the scope of
the investigation includes coated free
sheet paper containing hardwood
BCTMP.”

Because this was a general issue
pertaining to all six investigations, the
Department set up a general issues file
to handle this scope request. A hearing
on the scope request was held on
September 26, 2007. The hearing
comprised a public session, a closed
session for the antidumping
investigation from Korea, and a closed
session for the countervailing duty
investigation from the PRC. After
considering the comments submitted by
the parties to these investigations, we
have determined not to adopt the scope
clarification sought by the petitioner.
See Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
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Administration, entitled “Scope
Clarification Request: NewPage
Corporation” dated concurrently with
this notice, which is appended to
“Issues and Decision Memorandum for
the Final Determination in the
Countervailing Duty Investigation of
Coated Free Sheet Paper from the
People’s Republic of China.”

Adverse Facts Available

Section 776(a)(2) of the Act provides
that, if an interested party (A) withholds
information requested by the
Department, (B) fails to provide such
information by the deadline, or in the
form or manner requested, (C)
significantly impedes a proceeding, or
(D) provides information that cannot be
verified, the Department shall use,
subject to sections 782(d) and (e) of the
Act, facts otherwise available in
reaching the applicable determination.

Pursuant to section 782(e) of the Act,
the Department shall not decline to
consider submitted information if all of
the following requirements are met: (1)
The information is submitted by the
established deadline; (2) the information
can be verified; (3) the information is
not so incomplete that it cannot serve as
a reliable basis for reaching the
applicable determination; (4) the
interested party has demonstrated that it
acted to the best of its ability; and (5)
the information can be used without
undue difficulties.

On June 7, 2007, six days before the
commencement of verification, counsel
for Chenming informed Department
officials that Chenming would not
continue its participation in the instant
investigation. See Memorandum to the
File through Howard Smith, Program
Manager, Office 4, concerning
“Telephone Conversation with Counsel
for Shandong Chenming Paper Holdings
Co., Ltd.,” dated June 7, 2007; see also
Chenming’s letter to the Department,
concerning, “Coated Free Sheet Paper
from the People’s Republic of China;
Withdrawal of Shandong Chenming
Paper Holdings Limited and Withdrawal
of Consent to Access Proprietary
Information,” dated June 11, 2007.
Because Chenming ceased participation
in the instant investigation, the
Department was not able to conduct its
scheduled verification of Chenming’s
responses. Verification is integral to the
Department’s analysis because it allows
the Department to satisfy itself that it is
relying upon accurate information and
calculating dumping margins as
accurately as possible. By failing to
participate in verification, Chenming
prevented the Department from
verifying its reported information,
including separate rates information,

and significantly impeded the
proceeding. Moreover, by not permitting
verification, Chenming failed to prove
that it is free of government control and
entitled to a separate rate. Additionally,
Chenming’s refusal to participate in
verification demonstrates that it failed
to cooperate by not acting to the best of
its ability to comply with a request from
the Department. Section 776(b) of the
Act authorizes the Department to use an
adverse inference with respect to an
interested party if the Department finds
that the party failed to cooperate by not
acting to the best of its ability to comply
with a request for information. See, e.g.,
Certain Welded Carbon Steel Pipes and
Tubes From Thailand: Final Results of
Antidumping Duty Administrative
Review, 62 FR 53808, 53819-20
(October 16, 1997); see also Crawfish
Processors Alliance v. United States,
343 F. Supp.2d 1242 (CIT 2004)
(approving use of AFA when
respondent refused to participate in
verification). Therefore, pursuant to
sections 776(a)(2)(C) and (D) and 776(b)
of the Act, we have, as AFA, treated
Chenming as part of the PRC—wide
entity and assigned Chenming the PRC—
wide rate of 99.65 percent. See the
sections entitled “The PRC-Wide Rate”
and “Corroboration,” below, for a
discussion of the selection and
corroboration of the PRC-Wide rate.

Verification

As provided in section 782(i) of the
Act, we conducted verifications in the
PRC and the United States of the
information submitted by the
respondent and the separate rate
applicant for use in our final
determination. See the Department’s
verification reports on the record of this
investigation in the CRU with respect to
Gold East and Yanzhou Tianzhang. For
all verified companies, we used
standard verification procedures,
including examination of relevant
accounting and production records, as
well as original source documents
provided by respondents.

Surrogate Country

In the Preliminary Determination, we
stated that we had selected India as the
appropriate surrogate country to use in
this investigation for the following
reasons: (1) it is a significant producer
of comparable merchandise; (2) it is at
a similar level of economic development
pursuant to 773(c)(4) of the Act; and (3)
we have reliable data from India that we
can use to value the factors of
production. See Preliminary
Determination. For the final
determination, we received no
comments and made no changes to our

findings with respect to the selection of
a surrogate country.

Separate Rates

In proceedings involving non—
market—economy (“NME”) countries,
the Department begins with a rebuttable
presumption that all companies within
the country are subject to government
control and, thus, should be assigned a
single antidumping duty deposit rate. It
is the Department’s policy to assign all
exporters of merchandise subject to an
investigation in an NME country this
single rate unless an exporter can
demonstrate that it is sufficiently
independent so as to be entitled to a
separate rate. See Final Determination of
Sales at Less Than Fair Value: Sparklers
from the People’s Republic of China, 56
FR 20588 (May 6, 1991) (““Sparklers™),
as amplified by Notice of Final
Determination of Sales at Less Than
Fair Value: Silicon Carbide from the
People’s Republic of China, 59 FR 22585
(May 2, 1994) (“Silicon Carbide”), and
Section 351.107(d) of the Department’s
regulations.

In the Preliminary Determination, we
found that Gold East and the separate
rate applicant, Yanzhou Tianzhang,
demonstrated their eligibility for
separate—rate status. No party has
commented on the eligibility of Gold
East or Yanzhou Tianzhang for
separate-rate status. For the final
determination, we continue to find that
the evidence placed on the record of
this investigation by Gold East and
Yanzhou Tianzhang demonstrate both a
de jure and de facto absence of
government control, with respect to
their respective exports of the
merchandise under investigation and
thus are eligible for separate rate status.

The PRC-Wide Rate

In the Preliminary Determination, the
Department found that certain
companies and the PRC-wide entity did
not respond to our requests for
information. In the Preliminary
Determination, we treated these PRC
producers/exporters as part of the PRC—
wide entity because they did not
demonstrate that they operate free of
government control over their export
activities. No additional information has
been placed on the record with respect
to these entities after the Preliminary
Determination. The PRC—wide entity
has not provided the Department with
the requested information; therefore,
pursuant to section 776(a)(2)(A) of the
Act, the Department continues to find
that the use of facts available is
appropriate to determine the PRC—-wide
rate. Section 776(b) of the Act provides
that, in selecting from among the facts
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otherwise available, the Department
may employ an adverse inference if an
interested party fails to cooperate by not
acting to the best of its ability to comply
with requests for information. See
Notice of Final Determination of Sales
at Less Than Fair Value: Certain Cold-
Rolled Flat-Rolled Carbon-Quality Steel
Products from the Russian Federation,
65 FR 5510, 5518 (February 4, 2000).
See also, ‘' Statement of Administrative
Action” accompanying the URAA, H.R.
Rep. No. 103-316, vol. 1, at 870 (1994).
We determine that because the PRC—
wide entity has failed to cooperate to
the best of its ability because it did not
respond to our request for information.
Therefore, the Department finds that, in
selecting from among the facts
otherwise available, an adverse
inference is appropriate for the PRC—
wide entity.

Because we begin with the
presumption that all companies within
a NME country are subject to
government control and because only
the companies listed under the “Final
Determination Margins” section below
have overcome that presumption, we are
applying a single antidumping rate - the
PRC-wide rate - to all other exporters of
subject merchandise from the PRC. Such
companies did not demonstrate
entitlement to a separate rate. See, e.g.,
Synthetic Indigo from the People’s
Republic of China: Notice of Final
Determination of Sales at Less Than
Fair Value, 65 FR 25706 (May 3, 2000).
The PRC—wide rate applies to all entries
of subject merchandise except for
entries from the respondents which are
listed in the “Final Determination
Margins” section below (except as
noted).

Corroboration

At the Preliminary Determination, we
corroborated our AFA margin by
comparing the range of control number—
specific dumping margins calculated for
the preliminary determination to the
dumping margin alleged in the petition.
For the final determination, we
conducted a similar analysis and
continue to find that the margin of 99.65
percent has probative value. See
Memorandum to the File:
“Corroboration of the PRC-Wide Facts
Available Rate for the Final
Determination in the Antidumping Duty
Investigation of Coated Free Sheet Paper
from the People’s Republic of China”,
dated October 17, 2007. In addition, no
party to this investigation has
commented on our selection of this rate
as AFA. Accordingly, we find that the
rate of 99.65 percent is corroborated
within the meaning of section 776(c) of
the Act.

Final Determination Margins

We determine that the following
weighted—average dumping margins
exist for the period April 1, 2006,
thorough September 30, 2006:

Weighted
Manufacturer/Exporter A,\‘/I’g:g%e
(percent)
GE’s Collapsed Entity: ................ 21.12
(Gold East Paper (Jiangsu) Co.
Ltd.-Gold Hua Sheng Paper.
(Suzhou Industry Park) Co. Ltd.-
China Union.
(Macao Commercial Offshore)
Company Ltd.
Yanzhou Tianzhang Paper In-
dustry Co. Ltd. ...cccccevrirriinee. 21.12
PRC-Wide Rate ........ccccevevrneene 99.65

Disclosure

We will disclose to parties the
calculations performed within five days
of the date of publication of this notice
in accordance with 19 CFR 351.224(b).

Continuation of Suspension of
Liquidation

In accordance with section
735(c)(1)(B) of the Act, we are directing
U.S. Customs and Border Protection
(“CBP”’) to continue to suspend
liquidation of all imports of subject
merchandise that are entered or
withdrawn from warehouse, for
consumption on or after June 4, 2007,
the date of publication of the
preliminary determination in the
Federal Register. We will instruct CBP
to continue to require a cash deposit or
the posting of a bond for all companies
based on the estimated weighted—
average dumping margins shown above.
The suspension of liquidation
instructions will remain in effect until
further notice.

ITC Notification

In accordance with section 735(d) of
the Act, we have notified the
International Trade Commission (“ITC”)
of our final determination of sales at
LTFV. As our final determination is
affirmative, in accordance with section
735(b)(2) of the Act, the ITC will
determine whether the domestic
industry in the United States is
materially injured, or threatened with
material injury, by reason of imports or
sales (or the likelihood of sales) for
importation of the subject merchandise
within 45 days of this final
determination. If the ITC determines
that material injury or threat of material
injury does not exist, the proceeding
will be terminated and all securities
posted will be refunded or canceled. If
the ITC determines that such injury

does exist, the Department will issue an
antidumping duty order directing CBP
to assess antidumping duties on all
imports of the subject merchandise
entered, or withdrawn from warehouse,
for consumption on or after the effective
date of the suspension of liquidation.

Notification Regarding APO

This notice also serves as a reminder
to the parties subject to administrative
protective order (“APO”’) of their
responsibility concerning the
disposition of proprietary information
disclosed under APO in accordance
with 19 CFR 351.305. Timely
notification of return or destruction of
APO materials or conversion to judicial
protective order is hereby requested.
Failure to comply with the regulations
and the terms of an APO is a
sanctionable violation. This
determination and notice are issued and
published in accordance with sections
735(d) and 777(i)(1) of the Act.

Dated: October 17, 2007.
David M. Spooner,

Assistant Secretary for Import
Administration.

Appendix I

Parties’ Comments

Comment 1: Whether to Reconsider
China’s Non—Market Economy (NME)
Status and Whether to Treat Certain
PRC Companies as Market Oriented
Enterprises

Comment 2: Alleged Double Remedy in
Concurrent NME AD and CVD
Proceedings

Comment 3: The Appropriate Surrogate
Financial Statements to use to Calculate
Financial Ratios

Comment 4: Whether to Adjust the
Financial Ratios by Allocating Wages
and Salaries Between Non—
manufacturing and Manufacturing
Expenses

Comment 5: Whether to Adjust the
Financial Ratios by Allocating ““Stores
and Spares” Expenses Between Direct
Material Costs and Overhead Expenses
Comment 6: Whether to Value Certain
Materials Claimed to be Overhead
Expenses

Comment 7: Whether to Value Self—
Produced Electricity Used to Produce
Electricity

Comment 8: Whether to Value Steam
That is a By—Product of Self-Produced
Electricity

Comment 9: Whether to Value Certain
Inputs used in Treating Water
Comment 10: Whether GE Incorrectly
Reported the Unit Price of Certain
Purchases

Comment 11: Whether the Department
Erred in Calculating the Value of a Self—
Produced Input
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Comment 12: Whether Certain Pulp
Purchases Should be Treated as Market—
Economy Purchases

Comment 13: Whether it is Appropriate
to Value Labor Using the Expected Wage
Rate Calculated by the Department
Comment 14: The Appropriate
Surrogate Value For A Ground Calcium
Carbonate Input

Comments 15: The Appropriate
Surrogate Value for a Proprietary
Material

Comment 16: The Appropriate
Surrogate Value for a Proprietary
Material

Comment 17: The Appropriate
Surrogate Value for Hydrochloric Acid
Comment 18: The Appropriate
Surrogate Values For Other Paper
Chemicals

Comment 19: The Appropriate
Surrogate Value For Steam Coal
Comment 20: The Appropriate
Surrogate Value for Certain PET Packing
Materials

Comment 21: The Appropriate
Surrogate Value for a Proprietary
Material

Comment 22: How to Account for
Certain Unreported Expenses

Comment 23: Whether the Department
Should Base the Dumping Margin for
One Unreported Sale on Total Adverse
Facts Available

Comment 24: Whether to Reclassify One
Sale as a CEP Sale

Comment 25: Whether to Adjust the
Market—-Economy Purchase Price of
NBKP

[FR Doc. E7—21041 Filed 10—24—07; 8:45 am)]
BILLING CODE 3510-DS-S

DEPARTMENT OF COMMERCE

International Trade Administration
A-560-820

Notice of Final Determination of Sales
at Less Than Fair Value: Coated Free
Sheet Paper from Indonesia

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: We determine that imports of
coated free sheet paper (“CFS paper”)
are being, or are likely to be, sold in the
United States at less than fair value
(“LTFV”), as provided in section 735 of
the Tariff Act of 1930, as amended (‘“‘the
Act”). The estimated margins of sales at
LTFV are shown in the “Final
Determination’ section of this notice.

EFFECTIVE DATE: October 25, 2007.
FOR FURTHER INFORMATION CONTACT:

Brian C. Smith or Gemal Brangman, AD/
CVD Operations, Office 2, Import

Administration—Room B-099,
International Trade Administration,
U.S. Department of Commerce, 14th
Street and Constitution Avenue, NW.,
Washington, DC 20230; telephone: (202)
482-1766 or (202) 482-3773,
respectively.

SUPPLEMENTARY INFORMATION:
Background

On June 4, 2007, the Department
published in the Federal Register the
Preliminary Determination of sales at
LTFV in the antidumping duty
investigation of CFS paper from
Indonesia. See Coated Free Sheet Paper
from Indonesia: Notice of Preliminary
Determination of Sales at Less Than
Fair Value and Postponement of Final
Determination, 72 FR 30753 (June 4,
2007) (“Preliminary Determination’).

On June 13, 2007, PT. Pindo Deli
Pulp & Paper Mills (“PD”), PT. Pabrik
Kertas Tjiwi Kimia, Tbk (““TK"), and
their affiliates PT. Cakrawala Mega
Indah (““CMI”), PT Indah Kiat Pulp &
Paper Tbk (“IK”), PT. Lontar Papyrus
Pulp & Paper Industries (“Lontar”), PT
Arara Abadi (“AA”) and PT. Wirakarya
Sakti (“WKS”) (hereafter collectively
referred to as “‘the Indonesian
Respondents”) 2 submitted a revised
cost of production (“COP”’) database for
TK which incorporated corrections
found prior to the start of verification.
On June 27, 2007, the Indonesian
Respondents submitted a revised COP
database for PD which incorporated
corrections submitted at the start of PD’s
cost verification on June 22, 2007.

From June 20 through July 20, 2007,
we verified the sales and cost
questionnaire responses of the
Indonesian Respondents. On August 20,
27, and 28, 2007, the Department issued
its verification reports. We provided the
interested parties an opportunity to
comment on the Preliminary
Determination and the Department’s
verification findings.

On June 29, 2007, the petitioner 3
requested a hearing to discuss issues
addressed by the interested parties in
their case and rebuttal briefs.

On August 28, 2007, the petitioner
requested that the Department clarify
the scope of the investigation of CFS
paper from Indonesia and placed on the
record of this review information to
support its request.

1June 13, 2007, is seven days prior to the start
of the cost verification.

2PD and TK are CFS paper producers, whereas
CMI is a reseller of paper products produced by PD
and TK. IK and Lontar are pulp producers, whereas
AA and WKS are forestry companies.

3The petitioner in this investigation is NewPage
Corporation.

On September 5, 2007, the petitioner
and the Indonesian Respondents
submitted case briefs. On September 6,
2007, the petitioner withdrew its
request for a hearing. Because the
petitioner was the only interested party
to request a hearing and it subsequently
withdrew its request, no hearing was
held on issues raised in the September
5, 2007, case briefs. On September 10,
2007, both the petitioner and the
Indonesian Respondents submitted
rebuttal briefs.

Also on September 10, 2007, the
Department rejected the petitioner’s
August 28, 2007, scope clarification
submission because it contained
untimely filed new factual information.
The petitioner refiled its submission
with the new factual information
redacted on September 10, 2007.

On September 12, 2007, the petitioner
and Indonesian Respondents filed case
briefs on the scope issue. On September
14, 2007, the Department rejected the
Indonesian Respondents’ case brief on
the scope issue because it contained
untimely filed new factual information.
The Indonesian Respondents refiled this
case brief with the new factual
information redacted on September 17,
2007.

On September 17, 2007, the
Department rejected the Indonesian
Respondents’ September 10, 2007,
rebuttal brief because it contained
untimely filed new argument. The
Indonesian Respondents refiled their
rebuttal brief with the new argument
redacted on September 18, 2007.

On September 20, 2007, the petitioner
and Indonesian Respondents filed
rebuttal briefs on the scope issue. A
hearing on the scope issue was held on
September 26, 2007.

Period of Investigation

The period of investigation is October
1, 2005, through September 30, 2006.
This period corresponds to the four
most recent fiscal quarters prior to the
month of the filing of the petition.

Analysis of Comments Received

All issues raised in the case and
rebuttal briefs submitted by the parties
to this investigation are addressed in the
“Issues and Decision Memorandum”’
(“Decision Memo’’) from Stephen J.
Claeys, Deputy Assistant Secretary for
Import Administration, to David M.
Spooner, Assistant Secretary for Import
Administration, dated October 17, 2007,
which is hereby adopted by this notice.
A list of the issues that parties have
raised and to which we have responded,
all of which are in the Decision Memo,
is attached to this notice as an
appendix. Parties can find a complete
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discussion of all issues raised in this
investigation and the corresponding
recommendations in this public
memorandum which is on file in the
Central Records Unit, room B—099 of the
main Department building. In addition,
a complete version of the Decision
Memo can be accessed directly on the
Web at http://ia.ita.doc.gov/frn. The
paper copy and electronic version of the
Decision Memo are identical in content.

Scope of Investigation

The merchandise covered by this
investigation includes coated free sheet
paper and paperboard of a kind used for
writing, printing or other graphic
purposes. Coated free sheet paper is
produced from not-more-than 10
percent by weight mechanical or
combined chemical/mechanical fibers.
Coated free sheet paper is coated with
kaolin (China clay) or other inorganic
substances, with or without a binder,
and with no other coating. Coated free
sheet paper may be surface—colored,
surface—decorated, printed (except as
described below), embossed, or
perforated. The subject merchandise
includes single- and double—side-coated
free sheet paper; coated free sheet paper
in both sheet or roll form; and is
inclusive of all weights, brightness
levels, and finishes. The terms ‘“wood
free” or “art” paper may also be used to
describe the imported product.

Excluded from the scope are: (1)
coated free sheet paper that is imported
printed with final content printed text
or graphics; (2) base paper to be
sensitized for use in photography; and
(3) paper containing by weight 25
percent or more cotton fiber.

Coated free sheet paper is classifiable
under subheadings 4810.13.1900,
4810.13.2010, 4810.13.2090,
4810.13.5000, 4810.13.7040,
4810.14.1900, 4810.14.2010,
4810.14.2090, 4810.14.5000,
4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090 of the
Harmonized Tariff Schedule of the
United States (“HTSUS”’). While
HTSUS subheadings are provided for
convenience and customs purposes, our
written description of the scope of this
investigation is dispositive.

Scope Comments

On August 20, August 28, and
September 10, 2007, the petitioner
requested that the Department clarify
the scope of the antidumping and
countervailing duty investigations of
CFS paper from Indonesia, Korea and
the People’s Republic of China.
Specifically, the petitioner asked the
Department to ‘“‘clarify that the scope of
the investigation includes coated free

sheet paper containing hardwood
BCTMP.”

Because this was a general issue
pertaining to all six investigations, the
Department set up a general issues file
to handle this scope request. A hearing
on the scope request was held on
September 26, 2007. The hearing
comprised a public session, a closed
session for the antidumping
investigation from Korea, and a closed
session for the countervailing duty
investigation from the PRC. After
considering the comments submitted by
the parties to these investigations, we
have determined not to adopt the scope
clarification sought by the petitioner.
See Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
Administration, entitled “Scope
Clarification Request: NewPage
Corporation” dated concurrently with
this notice, which is appended to
“Issues and Decision Memorandum for
the Final Determination in the
Countervailing Duty Investigation of
Coated Free Sheet Paper from the
People’s Republic of China.”

Changes Since the Preliminary
Determination

Based on our analysis of the
comments received and our findings at
verification, we have made certain
changes to the margin calculations for
the Indonesian Respondents. For a
discussion of these changes, see the
“Margin Calculations” section of the
Decision Memo.

Verification

As provided in section 782(i) of the
Act, we verified the sales and cost
information submitted by the
Indonesian Respondents for use in our
final determination. We used standard
verification procedures including an
examination of relevant accounting and
production records, and original source
documents provided by the Indonesian
Respondents. Our sales and cost
verification results are outlined in
separate verification reports. See August
20, 2007, cost verification report, and
August 27 and 28, 2007, sales
verification reports for the Indonesian
Respondents.

Continuation of Suspension of
Liquidation

In accordance with section
735(c)(1)(B) of the Act, we are directing
U.S. Customs and Border Protection
(“CBP”’) to continue to suspend
liquidation of all imports of subject
merchandise that are entered or
withdrawn from warehouse, for
consumption on or after June 4, 2007,
the date of publication of the

Preliminary Determination in the
Federal Register. We will instruct CBP
to continue to require a cash deposit or
the posting of a bond for all companies
based on the estimated weighted—
average dumping margins shown below.
The suspension of liquidation
instructions will remain in effect until
further notice.

Final Determination Margins

We determine that the following
weighted—average dumping margins
exist for the period October 1, 2005,
through September 30, 2006:

Weighted Average

Manufacturer/Exporter Margin (percent)

PT. Pabrik Kertas Tjiwi
Kimia Tbk, PT. Pindo
Deli Pulp and Paper
Mills, and PT. Indah
Kiat Pulp and Paper
Tbk (collectively, PD/
TK/IK)

All Others .....ccoecveveenens

8.63
8.63

Section 735(c)(5)(A) of the Act
provides that the estimated ““All Others”
rate shall be an amount equal to the
weighted average of the estimated
weighted—average dumping margins
established for exporters and producers
individually investigated, excluding any
zero and de minimis margins, and any
margins determined entirely under
section 776 of the Act. The collapsed
entity PD/TK/IK# is the only respondent
in this investigation for which the
Department has calculated a company—
specific rate. Therefore, for purposes of
determining the ““All Others” rate and
pursuant to section 735(c)(5)(A) of the
Act, we are using the weighted—average
dumping margin calculated for PD/TK/
IK, as referenced above.

Disclosure

We will disclose the calculations
performed within five days of the date
of publication of this notice to parties in
this proceeding in accordance with 19
CFR 351.224(b).

4In the Preliminary Determination, we
determined it appropriate to treat PD, TK and IK as
one entity for margin calculation purposes because
they met the regulatory criteria for collapsing. See
May 29, 2007, Memorandum from the Team to
Stephen J. Claeys, Deputy Assistant Secretary for
Import Administration, entitled >Treatment of Data
Reported by Affiliated Parties in the Antidumping
Duty Investigation of Coated Free Sheet Paper from
Indonesia> No party commented on this
preliminary determination and we found nothing at
verification that would otherwise compel us to
reverse this determination. Therefore, we have
continued to treat these affiliated companies as one
entity in the final determination.
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ITC Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
final determination. As our final
determination is affirmative, the ITC
will determine within 45 days whether
imports of the subject merchandise are
causing material injury, or threat of
material injury, to an industry in the
United States. If the ITC determines that
material injury or threat of injury does
not exist, the proceeding will be
terminated and all securities posted will
be refunded or canceled. If the ITC
determines that such injury does exist,
the Department will issue an
antidumping duty order directing CBP
to assess antidumping duties on all
imports of the subject merchandise
entered, or withdrawn from warehouse,
for consumption on or after the effective
date of the suspension of liquidation.

Return or Destruction of Proprietary
Information

This notice will serve as the only
reminder to parties subject to
administrative protective order (“APQO”)
of their responsibility concerning the
destruction of proprietary information
disclosed under APO in accordance
with 19 CFR 351.305(a)(3). Timely
written notification of return/
destruction of APO materials or
conversion to judicial protective order is
hereby requested. Failure to comply
with the regulations and the terms of an
APO is a sanctionable violation.

We are issuing and publishing this
determination and notice in accordance
with sections 735(d) and 777(i) of the
Act.

Dated: October 17, 2007.
David M. Spooner,

Assistant Secretary for Import
Administration.

Appendix—Issues in Decision Memo
Comments

Issue 1: Whether to Adjust Export Price
for Amounts Paid by TK to an
Undffiliated Company

Issue 2: Application of Major Input Rule
to Logs Used to Produce Pulp by IK
Issue 3: Application of Major Input Rule
to Pulp Produced by Lontar

Issue 4: Selection of Market Price Used
for Testing of Purchases of Pulp from
Lontar

Issue 5: Application of Transactions
Disregarded Rule for Purchases of
Electricity

Issue 6: Treatment of Miscellaneous
Expenses in Financial Expense
Calculation

[FR Doc. E7—21042 Filed 10—24—07; 8:45 am]
BILLING CODE 3510-DS-S



Federal Register/Vol. 72, No. 206/ Thursday, October 25, 2007 / Notices 60639

DEPARTMENT OF COMMERCE

International Trade Administration

(C-580-857)

Coated Free Sheet Paper from the
Republic of Korea: Notice of Final
Affirmative Countervailing Duty
Determination

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: We determine that
countervailable subsidies are being
provided to producers and exporters of
coated free sheet paper from the
Republic of Korea. For information on
the estimated subsidy rates, see the
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“Suspension of Liquidation” section of
this notice.

EFFECTIVE DATE: October 25, 2007.

FOR FURTHER INFORMATION CONTACT:
Robert Copyak, AD/CVD Operations,
Office 3, Import Administration,
International Trade Administration,
U.S. Department of Commerce, Room
4012, 14th Street and Constitution
Avenue, N.W., Washington, D.C. 20230;
Telephone: 202—-482-2209.
SUPPLEMENTARY INFORMATION:

Background

This investigation covers 19 programs
and the following manufacturer/
exporters: EN Paper Mfg. Co., Ltd. (EN
Paper) (formerly Shinho Paper Co., Ltd.
(Shinho Paper)), Kyesung Paper Co.,
Ltd. and its affiliate Namhan Paper Co.,
Ltd. (collectively, Kyesung), Moorim
Paper Co. Ltd. (formerly Shinmoorim
Paper Mfg. Co., Ltd.) and its affiliate
Moorim SP (collectively, Moorim), and
Hansol Paper Co., Ltd. (Hansol)
(collectively, respondents).

On April 9, 2007, the Department of
Commerce (the Department) published
in the Federal Register its preliminary
affirmative determination in the
countervailing duty investigation of
coated free sheet paper from the
Republic of Korea. See Coated Free
Paper from the Republic of Korea:
Preliminary Affirmative Countervailing
Duty Determination, 72 FR 17507, 17520
(April 9, 2007) (Preliminary
Determination).

On May 8, 2007, the Department
published in the Federal Register the
Notice of Amended Preliminary
Countervailing Duty Determination:
Coated Free Sheet Paper from the
Republic of Korea, 72 FR 26074 (May 8,
2007) (Amended Preliminary
Determination). From June 11 through
June 29, 2007, we conducted
verification of the questionnaire
responses submitted by the Government
of Korea and respondents.

In the Preliminary Determination, we
found that we required additional
information in order to determine
whether respondents’ short—term
financing from GOK-owned banks and
commercial banks conferred
countervailable benefits. Similarly,
regarding the Industrial Base Fund
(IBF), we found that we required
additional information in order to
determine whether the program
conferred a countervailable subsidy. On
September 6, 2007, we issued our
preliminary findings regarding these
programs. See Memorandum to David
M. Spooner, Assistant Secretary for
Import Administration, through Stephen
J. Claeys, Deputy Assistant Secretary for

Import Administration (Preliminary
Decision Memorandum).

We invited interested parties to
comment on the Preliminary
Determination and Preliminary Decision
Memorandum. We received case and
rebuttal briefs from petitioner and
respondents regarding the Preliminary
Determination on August 13 and August
22, 2007, respectively.? On September
14 and September 19, 2007, we received
case and rebuttal briefs from petitioner
and respondents regarding the
Preliminary Decision Memorandum.

Period of Investigation

The period of investigation (POI) is
January 1, 2005, through December 31,
2005.

Scope of Investigation

The merchandise covered by this
investigation includes coated free sheet
paper and paperboard of a kind used for
writing, printing or other graphic
purposes. Coated free sheet paper is
produced from not-more-than 10
percent by weight mechanical or
combined chemical/mechanical fibers.
Coated free sheet paper is coated with
kaolin (China clay) or other inorganic
substances, with or without a binder,
and with no other coating. Coated free
sheet paper may be surface—colored,
surface—decorated, printed (except as
described below), embossed, or
perforated. The subject merchandise
includes single- and double—side-coated
free sheet paper; coated free sheet paper
in both sheet or roll form; and is
inclusive of all weights, brightness
levels, and finishes. The terms “wood
free” or “art” paper may also be used to
describe the imported product.

Excluded from the scope are: (1)
coated free sheet paper that is imported
printed with final content printed text
or graphics; (2) base paper to be
sensitized for use in photography; and
(3) paper containing by weight 25
percent or more cotton fiber.

Coated free sheet paper is classifiable
under subheadings 4810.13.1900,
4810.13.2010, 4810.13.2090,
4810.13.5000, 4810.13.7040,
4810.14.1900, 4810.14.2010,
4810.14.2090, 4810.14.5000,
4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090 of the
Harmonized Tariff Schedule of the
United States (HTSUS). While HTSUS
subheadings are provided for
convenience and customs purposes, our
written description of the scope of this
investigation is dispositive.

1Petitioner is the New Page Corporation.

Scope Comments

On August 20, August 28, and
September 10, 2007, the petitioner
requested that the Department clarify
the scope of the antidumping and
countervailing duty investigations of
CFS paper from Indonesia, Korea and
the People’s Republic of China.
Specifically, the petitioner asked the
Department to “clarify that the scope of
the investigation includes coated free
sheet paper containing hardwood
BCTMP.”

Because this was a general issue
pertaining to all six investigations, the
Department set up a general issues file
to handle this scope request. A hearing
on the scope request was held on
September 26, 2007. The hearing
comprised a public session, a closed
session for the antidumping
investigation from Korea, and a closed
session for the countervailing duty
investigation from the PRC. After
considering the comments submitted by
the parties to these investigations, we
have determined not to adopt the scope
clarification sought by the petitioner.
See Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
Administration, entitled “Scope
Clarification Request: NewPage
Corporation” dated concurrently with
this notice, which is appended to
“Issues and Decision Memorandum for
the Final Determination in the
Countervailing Duty Investigation of
Coated Free Sheet Paper from the
People’s Republic of China.”

Analysis of Comments Received

All issues raised in the case and
rebuttal briefs by parties to this
investigation are addressed in the
“Issues and Decision Memorandum”’
(Decision Memorandum) dated October
17, 2007, which is hereby adopted by
this notice. A list of issues that parties
have raised and to which we have
responded, all of which are in the
Decision Memorandum, is attached to
this notice as Appendix I. Parties can
find a complete discussion of all issues
raised in this investigation and the
corresponding recommendations in this
public memorandum, which is on file in
the Central Records Unit. In addition, a
complete version of the Decision
Memorandum can be accessed directly
on the World Wide Web at http://
ia.ita.doc.gov/frn. The paper copy and
electronic version of the Decision
Memorandum are identical in content.

Suspension of Liquidation

In accordance with section
705(c)(1)(B)(1)(I) of the Tariff Act of 1930
(as amended) (the Act), we have
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calculated individual rates for the
companies under investigation. For the
period January 1, 2005, through
December 31, 2005, we determine the
net subsidy rates for the investigated
companies are as follows:

Producer/Exporter Net Subsidy Rate

EN Paper Mfg. Co., Ltd.
(EN Paper) 0.04 percent (de

minimis)

Kyesung Paper Co.,
Ltd. and its affiliate
Namhan Paper Co.,
Ltd. (collectively,
Kyesung) 1.46 percent ad

valorem

Moorim Paper Co. Ltd.
and its affiliate
Moorim SP (collec-
tively, Moorim) ...........

Hansol Paper Co., Ltd.

0.00 percent

(Hansol) ......cccoevueeee. 0.17 percent (de
minimis)

All Others Rate ............. 1.46 percent ad
valorem

Under section 705(c)(5)(A) of the Act,
the “All Others” rate is equal to the
weight—averaged countervailable
subsidy rates established for exporters
and producers individually
investigated, excluding any zero and de
minimis countervailable subsidy rates
and any rates determined under section
776 of the Act. In this investigation, the
“All Others” rate is equal to the
countervailable net subsidy rate
calculated for Kyesung, the only
individually investigated respondent
with an affirmative net subsidy rate.

In accordance with our Amended
Preliminary Determination, we
instructed U.S. Customs and Border
Protection (CBP) to terminate
suspension of liquidation of all entries
of subject merchandise from Korea on or
after April 9, 2007, the date of the
publication of our Preliminary
Determination in the Federal Register.

We will reinstate suspension of
liquidation under sections 705(c)(1)(C)
and 703(d)(2) of the Act for all entries
of subject merchandise other than those
produced and exported by EN Paper,
Hansol, and Moorim and will require a
cash deposit or posting of a bond equal
to estimated countervailing duties in the
amounts indicated above, effective the
publication date of our final
determination in the Federal Register.

If the International Trade Commission
(ITC) determines that material injury, or
threat of material injury, does not exist,
this proceeding will be terminated and
all estimated duties deposited or
securities posted as a result of the
suspension of liquidation will be
refunded or canceled. If however, the
ITC determines that such injury does

exist, we will issue a countervailing
duty order.

ITC Notification

In accordance with section 705(d) of
the Act, we will notify the ITC of our
determination. In addition, we are
making available to the ITC all non—
privileged and non—proprietary
information related to this investigation.
We will allow the ITC access to all
privileged and business proprietary
information in our files, provided that
the ITC confirms that it will not disclose
such information, either publicly or
under an administrative protective order
(APO), without the written consent of
the Assistant Secretary for Import
Administration.

Return or Destruction of Proprietary
Information

In the event that the ITC issues a final
negative injury determination, this
notice will serve as the only reminder
to parties subject to APO of their
responsibility concerning the
destruction of proprietary information
disclosed under APO in accordance
with 19 CFR 351.305(a)(3). Failure to
comply is a violation of the APO.

This determination is published
pursuant to sections 705(d) and 777(i) of
the Act.

Dated: October 17, 2007.
David M. Spooner,

Assistant Secretary for Import
Administration.

Appendix I

I. SUMMARY
II. SCOPE COMMENTS
III. PERIOD OF INVESTIGATION
IV. SUBSIDIES VALUATION
INFORMATION
A. Benchmark for Short-Term Loans
B. Benchmark for Long—Term Loans
C. Benchmark Discount Rates
D. Allocation Period
V. CROSS-OWNERSHIP
VI. CREDITWORTHINESS
VII. EQUITYWORTHINESS
VIII. PROGRAMS DETERMINED TO BE
COUNTERVAILABLE
A. Poongman Restructuring
B. Export and Import Credit Financing
from KEXIM
C. Sale of Pulp for Less Than
Adequate Remuneration
D. Sales of Pulp From Raw Material
Reserve for Less Than Adequate
Remuneration
E. Reduction in Taxes for Operation
in Regional and National Industrial
Complexes
F. Duty Drawback on Non—Physically
Incorporated Items and Excess Loss
Rate
G. Loans Under the Industrial Base

Fund (IBF)

H. Export Loans by Commercial Banks
Under KEXIM’s Trade Bill
Rediscounting Program

I. D/A Loans Issued by the KDB and
Other Government—-Owned Banks

IX. PROGRAMS DETERMINED TO BE
NOT COUNTERVAILABLE

A. Long—Term Lending Provided by
the KDB and Other GOK-Owned
Institutions

B. Direction of Credit to the Pulp and
Paper Sector

C. Usance Loans Issued by the KDB
and Other Government—-Owned
Banks

D. Shinho Restructuring

1. Debt—to-Equity Swaps and
Conversion of Convertible Bonds to
Equity

2. Extension of Debt Maturities

3. New Loans

X. OTHER PROGRAMS: LOANS
UNDER THE ACCL PROGRAM

A. Trade Financing Under the ACCL
Program

B. Commercial Paper Loans Under the
ACCL Program

C. Corporate Procurement Loans
Under the ACCL Program

D. Electronically Processed Secured
Receivables Loans

E. Funds for the Production of Basic
Materials or Parts

XI. TERMINATED PROGRAMS

A. Loans Under the KDB’s Rediscount

Program
XII. ANALYSIS OF COMMENTS
Comment 1: Whether the GOK Directed
Credit to the Pulp and Paper Industry
Comment 2: Stainless Steel Is Not
Applicable to Poongman’s Restructuring
Comment 3: GOK Assisted and Directed
Credit to Poongman During its
Restructuring
Comment 4: Poongman Was
Unequityworthy and Uncreditworthy
Comment 5: Poongman Did Not Benefit
from Debt Forgiveness
Comment 6: Evidence of Entrustment or
Direction of Shinho’s Creditors
Comment 7: GOK Ownership of
Shinho’s Creditors and the Corporate
Restructuring Process
Comment 8: Whether Shinho Was
Uncreditworthy During its 1998, 2000,
and 2002 Restructurings and 2004
Syndicated Loan
Comment 9: Whether Shinho Was
Unequityworthy During its 1998, 2000,
and 2002 Restructurings
Comment 10: The Validity of the
Analyses of Shinho’s Financial Status
Conducted by Third Parties
Comment 11: Donghae Pulp’s Sale of
Chemical Pulp for Less Than Adequate
Remuneration
Comment 12: Commerce Correctly
Calculated the Benefits from Donghae
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Pulp Based On Monthly Weighted—
Average Prices

Comment 13: If the Department
Continues to Calculate Monthly
Weighted—Average Prices for Donghae
Pulp, Certain Methodological
Corrections Are Required

Comment 14: Hansol’s Arguments that
Donghae Pulp is Owned or Controlled
by the GOK

Comment 15: The Benefit Calculation
for Donghae Pulp’s Sale of Pulp Must
Account for Prevailing Market
Conditions

Comment 16: Whether Usance and
Document Acceptance Loans Provided
Outside of the ACCL Program Are
Countervailable

Comment 17: Whether the Department
Should Pro—Rate Benefits on D/A Loans
Under the Korea Export Import Bank
(KEXIM ) Program

Comment 18: Source Data of the
Benchmark To Be Applied to D/A Loans
Under the KEXIM Rediscount Program
and Usance Loans Issued by GOK
Authorities

Comment 19: Calculation of Benchmark
To Be Applied to D/A Loans Under the
KEXIM Rediscount Program

Comment 20: Whether Commercial
Paper and Corporate Procurement Loans
are Countervailable

Comment 21: Use of Company—Specific
Benchmark to Measure the Benefit to
Hansol Under KEXIM’s Export and
Import Credit Financing Program
Comment 22: Use of Non—-Company-
Specific Benchmarks for KEXIM’s
Import and Export Credit Financing
Program

Comment 23: Whether Hansol Received
Countervailable Benefits Through the
KDB’s Placement of its Corporate Bonds
Comment 24: Whether Loans from the
Industrial Base Fund (IBF) Constitute
Countervailable Export Subsidies
Comment 25: Benchmark Rates for
Long—Term Korean Won-Denominated
Loans

XIII. RECOMMENDATION

[FR Doc. E7—21036 Filed 10-24-07; 8:45 am]|
BILLING CODE 3510-DS-S

DEPARTMENT OF COMMERCE

International Trade Administration
C-560-821

Coated Free Sheet Paper from
Indonesia: Final Affirmative
Countervailing Duty Determination

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: The Department of Commerce
(the Department) has reached a final

determination that countervailable
subsidies are being provided to
producers and exporters of coated free
sheet paper (CFS) from Indonesia. For
information on the countervailable
subsidy rates, please see the “Final
Determination” section of this notice.
EFFECTIVE DATE: October 25, 2007.

FOR FURTHER INFORMATION CONTACT:
Sean Carey, Nicholas Czajkowski, or
Gene Calvert, AD/CVD Operations,
Office 6, Import Administration,
International Trade Administration,
U.S. Department of Commerce, Room
7866, 14th Street and Constitution
Avenue, NW, Washington, DC 20230;
telephone: (202) 482—-3964, (202) 482—
1395, or (202) 482-3586, respectively.
SUPPLEMENTARY INFORMATION:

Case History

On April 9, 2007, the Department
published Coated Free Sheet Paper from
Indonesia: Notice of Preliminary
Affirmative Countervailing Duty
Determination, 72 FR 17498 (April 9,
2007) (Preliminary Determination).
Since the issuance of the Preliminary
Determination, the following events
have occurred. On April 10 and May 18,
2007, the Department issued
supplemental questionnaires to the
Government of Indonesia (GOI) and to
PT. Pabrik Kertas Tjiwi Kimia Tbk. (TK)
and Pindo Deli Pulp and Paper Mills
(PD) (the respondent companies). On
April 20 and May 24, 2007, the
Department issued initial and
supplemental questionnaires to the GOI
and to the respondent companies
regarding the petitioner’s December 15,
2007 additional allegations concerning
debt forgiveness. Both parties submitted
timely responses to all of the
Department’s questionnaires and
supplemental questionnaires.

On May 2, 2007, the Department
aligned the final determination in this
countervailing duty investigation with
the final determination in the
companion antidumping duty
investigation. See Coated Free Sheet
Paper from Indonesia, the People’s
Republic of China, and the Republic of
Korea: Alignment of Final
Countervailing Duty Determinations
with Final Antidumping Duty
Determinations, 72 FR 24277 (May 2,
2007). On May 10, 2007, NewPage
Corporation (the petitioner) requested a
hearing pursuant to 19 CFR 351.310(c)
and the Department’s Preliminary
Determination.

On June 18 and June 19, 2007, the
petitioner and the respondent
companies submitted new factual
information concerning the
Department’s investigation of the “GOI

Provision of Standing Timber for Less
than Adequate Remuneration,” or
“stumpage.” On June 28, 2007, the
petitioner submitted rebuttal comments
regarding the respondent companies’
new factual information submission.

From June 25 through July 13, 2007,
the Department conducted verification
of the questionnaire responses provided
by the GOI and the respondent
companies. On July 13, 2007, the
petitioner filed an upstream subsidy
allegation, claiming, in accordance with
section 771A(a) of the Tariff Act of
1930, as amended, (the Act), that (1) a
subsidy, other than an export subsidy,
has been paid or bestowed on an input
product that is used in the manufacture
or production of merchandise subject to
a countervailing duty proceeding; (2)
the subsidy bestows a competitive
benefit on the merchandise; and (3) the
subsidy has a significant effect on the
cost of manufacturing or producing the
merchandise. On July 23, 2007, the
respondent companies filed rebuttal
comments, and on August 10, 2007, the
petitioner filed surrebuttal comments on
this allegation.

The Department issued verification
reports on August 24, 2007: see
Memoranda to the File, Countervailing
Duty Investigation of Coated Free Sheet
(CFS) Paper from Indonesia:
Verification of the Questionnaire
Responses Submitted by Ministry of
Forestry and the Ministry of Finance;
Countervailing Duty Investigation of
Coated Free Sheet Paper from
Indonesia: Verification of Cross—
Ownership and Debt Restructuring for
the Asia Pulp and Paper/Sinar Mas
Group; Countervailing Duty
Investigation of Coated Free Sheet Paper
from Indonesia: Verification of PT Pindo
Deli Pulp & Paper Mills and PT. Pabrik
Kertas Tjiwi Kimia (Paper Producers/
Exports) and PT Cakrawala Mega Indah
(trading company); Countervailing Duty
Investigation of Coated Free Sheet (CFS)
Paper from Indonesia: Verification of
the Questionnaire Responses Submitted
by Pulp Producers PT. Lontar Papyrus
Pulp and Paper and Indah Kiat Pulp
and Paper Tbk.; and, Countervailing
Duty Investigation of Coated Free Sheet
(CFS) Paper from Indonesia:
Verification of the Questionnaire
Responses Submitted by Forestry
Companies PT. Arara Abadi, PT.
Wirakarya Sakti, PT. Finnantara Intiga,
and PT. Riau Abadi Lestari.

On September 5 and September 6,
2007, the petitioner, the GOI, the
respondent companies, and the United
Steel, Paper and Forestry, Rubber,
Manufacturing, Energy, Allied
Industrial and Service Workers
International Union, AFL—CIO, CLC
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(USW), a domestic interested party to
this proceeding, timely filed case briefs
regarding our Preliminary
Determination. On September 11, 2007,
the petitioner, the GOI, the respondent
companies, and the USW each filed
rebuttal comments regarding our
Preliminary Determination. At the
Department’s request, the petitioner, the
GO], and the respondent companies
removed what the Department
determined to be new factual
information from their comments and
rebuttal comments regarding the
Department’s Preliminary
Determination, and resubmitted those
comments to the Department on
September 18 and September 19, 2007.

On September 7, 2007, the
Department issued the interim analysis
of two additional subsidy allegations.
We explained in the Preliminary
Determination that because we had only
recently initiated investigations of these
two programs, there was not sufficient
time to gather information and analyze
the countervailability of the programs
for the purposes of the Preliminary
Determination. See the Memorandum to
David M. Spooner, Assistant Secretary
for Import Administration from Barbara
E. Tillman, Director, Office 6, AD/CVD
Operations, Countervailing Duty
Investigation: Coated Free Sheet Paper
from Indonesia; Post—Preliminary
Analysis of Two New Subsidy
Allegations (Post-Preliminary Analysis).
The Department set a separate briefing
schedule for parties to file comments
and rebuttal comments on our Post-
Preliminary Analysis. On September 18,
2007, such comments were filed by the
GOI and the respondent companies. The
petitioner filed rebuttal comments
regarding the Department’s Post—
Preliminary Analysis on September 25,
2007. The petitioner withdrew its
request for a hearing on September 10,
2007.

Period of Investigation

The period of investigation (POI) for
which we are measuring subsidies is

January 1, 2005 through December 31,
2005, which corresponds to the most
recently completed fiscal year for the
respondent companies. See 19 CFR
351.204(b)(2).

Scope of the Investigation

The merchandise covered by this
investigation includes coated free sheet
paper and paperboard of a kind used for
writing, printing or other graphic
purposes. Coated free sheet paper is
produced from not-more-than 10
percent by weight mechanical or
combined chemical/mechanical fibers.
Coated free sheet paper is coated with

kaolin (China clay) or other inorganic
substances, with or without a binder,
and with no other coating. Coated free
sheet paper may be surface—colored,
surface—decorated, printed (except as
described below), embossed, or
perforated. The subject merchandise
includes single- and double—side-coated
free sheet paper; coated free sheet paper
in both sheet or roll form; and is
inclusive of all weights, brightness
levels, and finishes. The terms “wood
free” or “art” paper may also be used to
describe the imported product.

Excluded from the scope are: (1)
Coated free sheet paper that is imported
printed with final content printed text
or graphics; (2) base paper to be
sensitized for use in photography; and,
(3) paper containing by weight 25
percent or more cotton fiber.

Coated free sheet paper is classifiable
under subheadings 4810.13.1900,
4810.13.2010, 4810.13.2090,
4810.13.5000, 4810.13.7040,
4810.14.1900, 4810.14.2010,
4810.14.2090, 4810.14.5000,
4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090 of the
Harmonized Tariff Schedule of the
United States (HTSUS). While HTSUS
subheadings are provided for
convenience and customs purposes, our
written description of the scope of this
investigation is dispositive.

Scope Comments

On January 12, 2007, the respondent
companies filed a request to exclude
cast—coated free sheet paper from the
scope of the investigations of CFS from
Indonesia, Korea, and the People’s
Republic of China. The petitioner
submitted comments on the respondent
companies’ request on January 19, 2007.
The Department analyzed both parties’
comments and denied the respondent
companies’ request to exclude cast—
coated free sheet paper from the scope
of these investigations. See the
Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
Administration, Request to Exclude
Cast-Coated Free Sheet Paper from the
Antidumping Duty and Countervailing
Duty Investigations on Coated Free
Sheet Paper, dated March 22, 2007,
which is on file in the Central Records
Unit (CRU), Room B099 of the main
Commerce building.

On August 20, August 28, and
September 10, 2007, the petitioner
requested that the Department clarify
the scope of the antidumping and
countervailing duty investigations of
CFS paper from Indonesia, Korea and
the People’s Republic of China (PRC).
Specifically, the petitioner asked the
Department to “clarify that the scope of

the investigation includes coated free
sheet paper containing hardwood
BCTMP.”

Because this was a general issue
pertaining to all six investigations, the
Department set up a general issues file
to handle this scope request. A hearing
on the scope request was held on
September 26, 2007. The hearing
comprised a public session, a closed
session for the antidumping
investigation from Korea, and a closed
session for the countervailing duty
investigation from the PRC. After
considering the comments submitted by
the parties to these investigations, we
have determined not to adopt the scope
clarification sought by the petitioner.
See Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
Administration, entitled “Scope
Clarification Request: NewPage
Corporation” dated concurrently with
this notice, which is appended to
“Issues and Decision Memorandum for
the Final Determination in the
Countervailing Duty Investigation of
Coated Free Sheet Paper from the
People’s Republic of China.”

Initiation and Deferral of Upstream
Subsidy Investigation

On July 13, 2007, the petitioner filed
an upstream subsidy allegation,
claiming, in accordance with section
771A(a) of the Act, that (1) a subsidy,
other than an export subsidy, has been
paid or bestowed on an input product,
i.e., pulpwood, that is used in the
manufacture or production of
merchandise subject to a countervailing
duty proceeding, i.e., CFS paper; (2) the
subsidy bestows a competitive benefit
on the merchandise; and (3) the subsidy
has a significant effect on the cost of
manufacturing or producing the
merchandise. See 19 CFR 351.523. The
respondent companies filed rebuttal
arguments on July 23, 2007, and the
petitioner filed additional comments
and clarifications of its allegation on
August 13, 2007.

After fully considering all of these
submissions, we have determined that
the threshold requirements set forth in
the Act and the Department’s
regulations for initiation of an upstream
subsidy investigation have been met.
However, we have simultaneously
decided to defer the conduct of the
upstream subsidy investigation until the
first administrative review, if a
countervailing duty order is issued and
such a review is requested. See section
703(g)(2)(B)(i) of the Act. A complete
discussion of our decisions to both
initiate an upstream investigation and
defer the conduct of such investigation
can be found in the “Issues and
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Decision Memorandum” from Stephen
J. Claeys, Deputy Assistant Secretary for
Import Administration, to David M.
Spooner, Assistant Secretary for Import
Administration, dated concurrently
with this notice (Decision
Memorandum) and hereby adopted by
this notice.

Analysis of Subsidy Programs and
Comments Received

The subsidy programs under
investigation and the issues raised by
interested parties in their case briefs and
rebuttal briefs on the Preliminary
Determination and the Post-Preliminary
Analysis, are discussed in the Decision
Memorandum. A list of the subsidy
programs and of the issues which
parties have raised is attached to this
notice as Appendix I. Parties can find a
complete discussion of all of the
subsidy programs, and issues raised in
this investigation and the corresponding
recommendations in this public
memorandum, which is on file in the
CRU. A complete version of the
Decision Memorandum is available at
http://www.trade.gov/ia under the
heading “Federal Register Notices.”
The paper copy and the electronic
version of the Decision Memorandum
are identical in content.

Final Determination

In accordance with section
705(c)(1)(B)(i) of the Act, we have
determined a single subsidy rate for the
two cross—owned producers/exporters
of the subject merchandise. We
determine the total countervailable
subsidy rate to be:

Producer/Exporter Rate
PT. Pabrik Kertas Tjiwi

Kimia Tbk./PT. Pindo

Deli Pulp and Paper

Mills oo 22.48%
All Others .......ccecvrnennee. 22.48%

In accordance with sections 703(d)
and 705(c)(5)(A) of the Act, we have set
the all- others rate as the rate for TK/PD
because it was the only producer/
exporter under investigation.

Suspension of Liquidation

In accordance with our affirmative
Preliminary Determination, we
instructed U.S. Customs and Border
Protection (CBP) to suspend liquidation
of all entries of CFS from Indonesia,
which were entered or withdrawn from
warehouse, for consumption on or after

April 9, 2007, the date of the
publication of our Preliminary
Determination in the Federal Register.
In accordance with section 703(d) of the
Act, we instructed CBP to discontinue

the suspension of liquidation for
merchandise entered on or after August
7, 2007, but to continue the suspension
of liquidation of entries made on or after
April 9, 2007 and before August 7, 2007.

If the International Trade Commission
(ITC) issues a final affirmative injury
determination, we will issue a
countervailing duty order, reinstate
suspension of liquidation under section
706(a) of the Act for all entries, and
require a cash deposit of estimated
countervailing duties for such entries of
merchandise at the rates indicated
above. If the ITC determines that
material injury, or threat of material
injury, does not exist, this proceeding
will be terminated and all estimated
duties deposited or securities posted as
a result of the suspension of liquidation
will be refunded or canceled.

ITC Notification

In accordance with section 705(d) of
the Act, we will notify the ITC of our
determination. In addition, we are
making available to the ITC all non—
privileged and non—proprietary
information related to this investigation.
We will allow the ITC access to all
privileged and business proprietary
information in our files, provided the
ITC confirms it will not disclose such
information, either publicly or under an
administrative protective order (APO),
without the written consent of the
Assistant Secretary for Import
Administration.

Return or Destruction of Proprietary
Information

In the event that the ITC issues a final
negative injury determination, this
notice will serve as the only reminder
to parties subject to APO of their
responsibility concerning the
destruction of proprietary information
disclosed under APO in accordance
with section 351.305(a)(3) of the
Department’s regulations. Failure to
comply is a violation of the APO.

This determination is issued and
published pursuant to sections 705(d)
and 777(i) of the Act.

Dated: October 17, 2007.
David M. Spooner,

Assistant Secretary for Import
Administration.

Appendix I: Issues and Decision
Memorandum

I. Summary
II. Background

III. Initiation and Deferral of Upstream
Subsidy Investigation

IV. Subsidies Valuation Information
A. Cross—Ownership

B. Attribution of Subsidies Provided to
Cross—Owned Input Suppliers

C. Allocation Period

D. Loan Benchmark and Discount Rate
E. Creditworthiness

V. Application of Facts Available and
Use of an Adverse Inference

VI. Analysis of Programs

A. Programs Determined to Be
Countervailable
1. GOI Provision of Standing Timber
for Less Than Adequate
Remuneration
2. GOI's Log Export Ban
3. Subsidized Funding for
Reforestation (Hutan Tanaman
Industria or HTI Program): ““Zero
Interest” Rate Loans
4. Debt Forgiveness Through the
GOI's Acceptance of Instruments
that Had No Market Value
5. Debt Forgiveness through SMG/
APP’s the Buyback of Its Own Debt
from the GOI
B. Program Determined to Be Not
Countervailable
Subsidized Funding for Reforestation
(Hutan Tanaman Industria or HTI
Program): Government Capital
Infusions into Joint Venture Forest
Plantation
C. Program Determined To Be Not Used
Subsidized Funding for Reforestation
(Hutan Tanaman Industria or HTI
Program): Commercial Rate Loans

VII. Analysis of Comments

Comment 1: Whether the Department
Should Find that SMG/APP Received
Upstream Subsidies on Purchases of
Timber from Non—Cross Owned Entities
and Consider the Legality Under which
This Timber was Harvested

Comment 2: Whether the Department’s
Cross—Ownership Regulations Provide
for the Attribution of Upstream
Subsidies to Cross—Owned Companies
Comment 3: Cross—Ownership of AA
and WKS with IK, Lontar, TK and PD
Comment 4: Widjaja Family Interest In
Purinusa and Cross—Ownership
Comment 5: Cross—Ownership Between
AA and WKS

Comment 6: Cross—Ownership Between
WKS and Purinusa

Comment 7: Cross—Ownership Between
AA and Purinusa

Comment 8: Cross—Ownership of
Certain Additional Companies That
Were Preliminarily Found to be Cross—
Owned with Companies in the APP/
SMG CFS Group

Comment 9: Whether the Provision of
Standing Acacia is the Provision of a
Good by the GOI to the SMG/APP
Forestry Companies

Comment 10: Specificity of the GOI's
Provision of Standing Timber for Less
Than Adequate Remuneration
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Comment 11: Use of Malaysian Export
Statistics as the Starting Point for
Deriving Stumpage Benchmarks
Comment 12: The Stumpage Rate
Calculation Provided by Respondents in
their Expert’s Report

Comment 13: Calculation of Species—
Specific Benchmarks

Comment 14: Whether to Adjust the
Benchmark for Movement Expenses
Comment 15: Whether to Use Monthly
Exchange Rates

Comment 16: Whether to Adjust the
Benchmark for Export Royalty Fees and
G&A Expenses

Comment 17: Profit Adjustment to the
Benchmark

Comment 18: Use of Actual Versus
Accrued Stumpage Payments
Comment 19: Use of the FAO’s
Conversion Factors

Comment 20: Whether to Adjust WKS’
Log Harvest

Comment 21: Adjustments to the Sales
Denominator

Comment 22: Treatment of Alleged
Illegal Logging in Indonesia

Comment 23: Indications of Illegal
Logging Practices in Subsidizing
Indonesia’s CFS Paper Industry
Comment 24: Examination of Log
Purchases from Non—Cross Owned
Entities Under the Log Export Ban
Comment 25: The Legality of the WTO’s
Findings on Export Restraints
Comment 26: Whether Respondent
Companies Cured Any Deficiency with
Respect to Settling Debt with COEs
Comment 27: Specificity of IBRA’s
Acceptance of BII Shares and COEs for
the Repayment of SMG/APP Debt
Comment 28: The Effect of IBRA’s
Outright Debt Forgiveness on the
Specificity of the Acceptance of COEs
for SMG/APP Debt

Comment 29: Benefit from IBRA’s
Acceptance of COEs as Settlement of
Debt

Comment 30: Whether an Adverse
Inference Can be Applied in
Determining that Orleans was Affiliated
with SMG/APP

Comment 31: Specificity of IBRA’s Sale
of SMG/APP Debt to an Affiliate of the
Original Debtor

Comment 32: Whether the Information
the Department Relied Upon Was
Speculative and Circumstantial
Comment 33: Procedural Abnormalities
in IBRA’s Sale of the SMG/APP Debt
and Specificity

Comment 34: Effect of the Lack of
Reduction in Debt on the
Countervailability of the Sale of SMG/
APP’s Debt to Orleans

Comment 35: The Appropriateness of
the Department’s Reliance on Facts
Available with an Adverse Inference

Comment 36: Whether A Government
Can Provide a Financial Contribution
When the Act is Illegal

VIII. Recommendation

[FR Doc. E7—21040 Filed 10-24—07; 8:45 am]
BILLING CODE 3510-DS-S

DEPARTMENT OF COMMERCE

International Trade Administration
[C-570-907]

Coated Free Sheet Paper from the
People’s Republic of China: Final
Affirmative Countervailing Duty
Determination

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: The Department of Commerce
(Department) has made a final
determination that countervailable
subsidies are being provided to
producers and exporters of coated free
sheet (CFS) paper from the People’s
Republic of China. For information on
the estimated countervailing duty rates,
please see the “Suspension of
Liquidation” section, below.

EFFECTIVE DATE: October 25, 2007.

FOR FURTHER INFORMATION CONTACT:
David Layton or David Neubacher, AD/
CVD Operations, Office 1, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW, Washington, DC 20230;
telephone: (202) 482—-0371 or (202) 482—
5823, respectively.

SUPPLEMENTARY INFORMATION:

Petitioner

The petitioner in this investigation is
the NewPage Corporation (petitioner).

Period of Investigation

The period for which we are
measuring subsidies, or period of
investigation, is January 1, 2005,
through December 31, 2005.

Case History

The following events have occurred
since the announcement of the
preliminary determination on March 30,
2007, and subsequent publication in the
Federal Register on April 9, 2007. See
Coated Free Sheet Paper from the
People’s Republic of China: Amended
Affirmative Preliminary Countervailing
Duty Determination, 72 FR 17484 (April
9, 2007) (Preliminary Determination).

On April 9, 2007, Gold East Paper
(Jiangsu) Co., Ltd. (GE) and the
petitioner submitted ministerial error
allegations relating to the Preliminary

Determination. We addressed these
ministerial error allegations in a May 11,
2007, memorandum to Stephen J.
Claeys, Deputy Assistant Secretary for
Import Administration, entitled
Ministerial Error Allegations, which is
on file in the Central Records Unit
(CRU), Room B-099 of the main
Department building.

On April 12, 2007, the Department
requested that GE amend the bracketing
and resubmit its March 9, 2007,
supplemental questionnaire response,
which GE did on April 17, 2007.

We issued a supplemental
questionnaire to the Government of the
People’s Republic of China (GOC) on
April 23, 2007, and to GE and Shandong
Chenming Paper Holdings Ltd.
(Shandong Chenming) on April 20,
2007. We received the GOC’s
supplemental questionnaire response on
May 13, 2007, Shandong Chenming’s
supplemental questionnaire response on
May 18, 2007, and GE’s supplemental
response on May 25, 2007. On May 25,
2007, we issued a supplemental
questionnaire to Shandong Chenming,
but did not receive a response. The
GOC, GE, the petitioner, and interested
parties also submitted factual
information, comments, and arguments
at numerous instances prior to the final
determination based on various
deadlines for submissions of factual
information and/or arguments
established by the Department
subsequent to the Preliminary
Determination.

On May 2, 2007, the Department
published notification of alignment of
the final determinations in the
antidumping and countervailing duty
investigations of CFS paper from the
People’s Republic of China (PRC). See
Coated Free Sheet Paper from
Indonesia, the People’s Republic of
China, and the Republic of Korea:
Alignment of Final Countervailing Duty
Determinations with Final Antidumping
Duty Determinations, 72 FR 24277 (May
2, 2007). The Department subsequently
postponed the final determinations for
the antidumping and countervailing
investigations of CFS paper from the
PRC. See Preliminary Determination of
Sales at Less Than Fair Value and
Postponement of Final Determination:
Coated Free Sheet Paper from the
People’s Republic of China, 72 FR 30758
(June 4, 2007).

On June 13, 2007, we received a letter
from Shandong Chenming withdrawing
its participation in the investigation and
requesting that all of its business
proprietary information be removed
from the record and destroyed. On June
27, 2007, the Department notified
Shandong Chenming that it had
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removed and destroyed the company’s
submitted proprietary information from
the record of this investigation and
would direct all interested parties under
the Administrative Protective Order
(APO) to certify its destruction. All
interested parties certified destruction
of Shandong Chenming’s proprietary
information.

From July 11 to July 28, 2007, we
conducted verification of the
questionnaire responses submitted by
the GOC and GE.

On August 30, 2007, we issued our
preliminary determination regarding the
creditworthiness of GE and its cross—
owned companies. We addressed our
preliminary findings in a August 30,
2007, memorandum to David M.
Spooner, Assistant Secretary for Import
Administration, entitled Preliminary
Creditworthiness Determination for
Gold East Paper (Jiangsu) Co., Ltd. and
its Cross-Owned Companies, which is
on file in the CRU.

We received case briefs from the GOG;
GE; the petitioner; and the United Steel,
Paper and Forestry, Rubber,
Manufacturing, Energy, Allied
Industrial and Service Workers
International Union, AFL-CIO-CLC on
September 7, 2007. The same parties
submitted rebuttal briefs on September
12, 2007. We held a hearing for this
investigation on September 18, 2007.

Scope of the Investigation

The merchandise covered by this
investigation includes coated free sheet
paper and paperboard of a kind used for
writing, printing or other graphic
purposes. Coated free sheet paper is
produced from not-more-than 10
percent by weight mechanical or
combined chemical/mechanical fibers.
Coated free sheet paper is coated with
kaolin (China clay) or other inorganic
substances, with or without a binder,
and with no other coating. Coated free
sheet paper may be surface—colored,
surface—decorated, printed (except as
described below), embossed, or
perforated. The subject merchandise
includes single- and double—side-coated
free sheet paper; coated free sheet paper
in both sheet or roll form; and is
inclusive of all weights, brightness
levels, and finishes. The terms ‘“wood
free” or “art” paper may also be used to
describe the imported product.

Excluded from the scope are: (1)
coated free sheet paper that is imported
printed with final content printed text
or graphics; (2) base paper to be
sensitized for use in photography; and
(3) paper containing by weight 25
percent or more cotton fiber.

Coated free sheet paper is classifiable
under subheadings 4810.13.1900,

4810.13.2010, 4810.13.2090,
4810.13.5000, 4810.13.7040,
4810.14.1900, 4810.14.2010,
4810.14.2090, 4810.14.5000,
4810.14.7040, 4810.19.1900,
4810.19.2010, and 4810.19.2090 of the
Harmonized Tariff Schedule of the
United States (HTSUS). While HTSUS
subheadings are provided for
convenience and customs purposes, our
written description of the scope of these
investigations is dispositive.

Scope Comments

On August 20, August 28, and
September 10, 2007, the petitioner
requested that the Department clarify
the scope of the antidumping and
countervailing duty investigations of
CFS paper from Indonesia, Korea and
the People’s Republic of China.
Specifically, the petitioner asked the
Department to “clarify that the scope of
the investigation includes coated free
sheet paper containing hardwood
BCTMP.”

Because this was a general issue
pertaining to all six investigations, the
Department set up a general issues file
to handle this scope request. A hearing
on the scope request was held on
September 26, 2007. The hearing
comprised a public session, a closed
session for the antidumping
investigation from Korea, and a closed
session for the countervailing duty
investigation from the PRC. After
considering the comments submitted by
the parties to these investigations, we
have determined not to adopt the scope
clarification sought by the petitioner.
See Memorandum to Stephen J. Claeys,
Deputy Assistant Secretary for Import
Administration, entitled “Scope
Clarification Request: NewPage
Corporation,” dated concurrently with
this notice, which is appended to the
“Issues and Decision Memorandum for
Final Determination” from Stephen J.
Claeys, Deputy Assistant Secretary for
Import Administration, to David M.
Spooner, Assistant Secretary for Import
Administration, dated October 17, 2007
(Decision Memorandum).

Analysis of Comments Received

All issues raised in the case and
rebuttal briefs by parties to this
investigation are addressed in the
Decision Memorandum, which is hereby
adopted by this notice. Attached to this
notice as an Appendix is a list of the
issues that parties have raised and to
which we have responded in the
Decision Memorandum. Parties can find
a complete discussion of all issues
raised in this investigation and the
corresponding recommendations in this
public memorandum, which is on file in

the CRU. In addition, a complete
version of the Decision Memorandum
can be accessed directly on the Internet
at http://ia.ita.doc.gov/frn/. The paper
copy and electronic version of the
Decision Memorandum are identical in
content.

Use of Adverse Facts Available

Sections 776(a)(1) and (2) of the Act
provide that the Department shall apply
“facts otherwise available” if, inter alia,
necessary information is not on the
record or an interested party or any
other person: (A) withholds information
that has been requested; (B) fails to
provide information within the
deadlines established, or in the form
and manner requested by the
Department, subject to subsections (c)(1)
and (e) of section 782 of the Act; (C)
significantly impedes a proceeding; or
(D) provides information that cannot be
verified as provided by section 782(i) of
the Act.

Where the Department determines
that a response to a request for
information does not comply with the
request, section 782(d) of the Act
provides that the Department will so
inform the party submitting the
response and will, to the extent
practicable, provide that party the
opportunity to remedy or explain the
deficiency. If the party fails to remedy
the deficiency within the applicable
time limits and subject to section 782(e)
of the Act, the Department may
disregard all or part of the original and
subsequent responses, as appropriate.
Section 782(e) of the Act provides that
the Department ‘““shall not decline to
consider information that is submitted
by an interested party and is necessary
to the determination but does not meet
all applicable requirements established
by the administering authority” if the
information is timely, can be verified, is
not so incomplete that it cannot be used,
and if the interested party acted to the
best of its ability in providing the
information. Where all of these
conditions are met, the statute requires
the Department to use the information if
it can do so without undue difficulties.

Section 776(b) of the Act further
provides that the Department may use
an adverse inference in applying the
facts otherwise available when a party
has failed to cooperate by not acting to
the best of its ability to comply with a
request for information. Section 776(b)
of the Act also authorizes the
Department to use as adverse facts
available (AFA) information derived
from the petition, the final
determination, a previous
administrative review, or other
information placed on the record.
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Section 776(c) of the Act provides
that, when the Department relies on
secondary information rather than on
information obtained in the course of an
investigation or review, it shall, to the
extent practicable, corroborate that
information from independent sources
that are reasonably at its disposal.
Secondary information is defined as
“[ilnformation derived from the petition
that gave rise to the investigation or
review, the final determination
concerning the subject merchandise, or
any previous review under section 751
concerning the subject merchandise.”
See Statement of Administrative Action
(SAA) accompanying the Uruguay
Round Agreements Act, H. Doc. No.
316, 103d Cong., 2d Session at 870
(1994). Corroborate means that the
Department will satisfy itself that the
secondary information to be used has
probative value. See SAA at 870. To
corroborate secondary information, the
Department will, to the extent
practicable, examine the reliability and
relevance of the information to be used.
The SAA emphasizes, however, that the
Department need not prove that the
selected facts available are the best
alternative information. See SAA at 869.

The Department has concluded that it
is appropriate to base the final
determination for Shandong Chenming
on facts otherwise available. Shandong
Chenming failed to respond fully to the
Department’s questionnaires and did
not respond at all to one questionnaire.
Also, on June 13, 2007, Shandong
Chenming withdrew its proprietary
information from the record. Thus,
Shandong Chenming withheld
information requested by the
Department. Consequently, the use of
facts otherwise available is warranted
under section 776(a)(2)(A) of the Act.

In selecting from among the facts
available, the Department has
determined that an adverse inference is
warranted, pursuant to section 776(b) of
the Act because, in addition to not fully
responding to all of our requests for
information, as of June 13, 2007,
Shandong Chenming withdrew from all
participation in the investigation and
did not provide the Department with the
opportunity to verify the information it
did submit. Thus, Shandong Chenming
failed to cooperate by not acting to the
best of its ability, and our final
determination is based on total AFA.

Selection of the Adverse Facts
Available Rate

In deciding which facts to use as
AFA, section 776(b) of the Act and 19
CFR 351.308(c)(1) authorize the
Department to rely on information
derived from (1) the petition, (2) a final

determination in the investigation, (3)
any previous review or determination,
or (4) any information placed on the
record. It is the Department’s practice to
select, as AFA, the highest calculated
rate in any segment of the proceeding.
See, e.g., Certain In-shell Roasted
Pistachios from the Islamic Republic of
Iran: Final Results of Countervailing
Duty Administrative Review, 71 FR
66165 (November 13, 2006), and
accompanying Issues and Decision
Memorandum at “Analysis of
Programs.”

The Department’s practice when
selecting an adverse rate from among
the possible sources of information is to
ensure that the margin is sufficiently
adverse ““as to effectuate the purpose of
the facts available role to induce
respondents to provide the Department
with complete and accurate information
in a timely manner.” See Notice of Final
Determination of Sales at Less than Fair
Value: Static Random Access Memory
Semiconductors From Taiwan; 63 FR
8909, 8932 (February 23, 1998). The
Department’s practice also ensures ‘“‘that
the party does not obtain a more
favorable result by failing to cooperate
than if it had cooperated fully.” See
SAA at 870. In choosing the appropriate
balance between providing a respondent
with an incentive to respond accurately
and imposing a rate that is reasonably
related to the respondent’s prior
commercial activity, selecting the
highest prior margin ‘“‘reflects a common
sense inference that the highest prior
margin is the most probative evidence of
current margins, because, if it were not
so, the importer, knowing of the rule,
would have produced current
information showing the margin to be
less.” See Rhone Poulenc, Inc. v. United
States, 899 F. 2d 1185, 1190 (Fed. Cir.
1990).

For these reasons the Department is
relying on the highest calculated final
subsidy rates for income tax, VAT, and
policy lending programs of the other
producer/exporter of the subject
merchandise in this investigation, GE, to
calculate the AFA rate for Shandong
Chenming. We do not need to
corroborate these rates because they are
not considered secondary information
as they are based on information
obtained in the course of this
investigation, pursuant to section 776(c)
of the Act.

Suspension of Liquidation

In accordance with section
705(c)(1)(B)(i)(I) of the Act, we have
calculated an individual rate for the
companies under investigation, GE and
Shandong Chenming. According to
section 705(c)(5)(A)(@) of the Act, the

Department excludes any rates
determined entirely under section 776
of the Act. As Shandong Chenming’s
rate was calculated under section 776 of
the Act, we have used the rate for GE

as the “‘all others” rate.

Net
Exporter/Manufacturer Subsidy
Rate
Gold East Paper (Jiangsu) Co.,
Ltd. oo 7.40 %
Shandong Chenming Paper Hold-
iNgS Ltd. oo 44.25 %
All Others .....coocevveiiiiniieeeeee 7.40 %

As a result of our Preliminary
Determination and pursuant to section
703(d) of the Act, we instructed the U.S.
Customs and Border Protection (CBP) to
suspend liquidation of all entries of
coated free sheet paper from the PRC
which were entered or withdrawn from
warehouse, for consumption on or after
April 9, 2007, the date of the
publication of the Preliminary
Determination in the Federal Register.
In accordance with section 703(d) of the
Act, we instructed GBP to discontinue
the suspension of liquidation for
countervailing duty purposes for subject
merchandise entered on or after August
7, 2007, but to continue the suspension
of liquidation of entries made from
April 9, 2007, through August 7, 2007.

We will issue a countervailing duty
order and reinstate the suspension of
liquidation under section 706(a) of the
Act if the International Trade
Commission (ITC) issues a final
affirmative injury determination, and
will require a cash deposit of estimated
countervailing duties for such entries of
merchandise in the amounts indicated
above. If the ITC determines that
material injury, or threat of material
injury, does not exist, this proceeding
will be terminated and all estimated
duties deposited or securities posted as
a result of the suspension of liquidation
will be refunded or canceled.

ITC Notification

In accordance with section 705(d) of
the Act, we will notify the ITC of our
determination. In addition, we are
making available to the ITC all non—
privileged and non—proprietary
information related to this investigation.
We will allow the ITC access to all
privileged and business proprietary
information in our files, provided the
ITC confirms that it will not disclose
such information, either publicly or
under an APO, without the written
consent of the Assistant Secretary for
Import Administration.
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Return or Destruction of Proprietary
Information

In the event that the ITC issues a final
negative injury determination, this
notice will serve as the only reminder
to parties subject to an administrative
protective order (APO) of their
responsibility concerning the
destruction of proprietary information
disclosed under APO in accordance
with 19 CFR 351.305(a)(3). Timely
written notification of the return/
destruction of APO materials or
conversion to judicial protective order is
hereby requested. Failure to comply
with the regulations and terms of an
APO is a violation which is subject to
sanction.

This determination is published
pursuant to sections 705(d) and 777(i) of
the Act.

Dated: October 17, 2007.
David M. Spooner,

Assistant Secretary for Import
Administration.

Appendix

List of Comments and Issues in the
Decision Memorandum

Comment 1: Applicability of the CVD
Law to China

Comment 2: The Administrative
Procedures Act (APA) Claim

Comment 3: The Department’s
Justification for its Change in
Practice from Sulfanilic Acid from
Hungary

Comment 4: China’s WTO Accession
Protocol

Comment 5: Retroactive Application
of the CVD Law to China

Comment 6: Comparison of the
Department’s Findings in the
Georgetown Memo and the August
30 Market Economy Status Memo

Comment 7: Application of Adverse
Facts Available to the GOC

Comment 8: Policy Lending

Comment 9: Countervailability of
Foreign—denominated Loans

Comment 10: Benchmark for Policy
Lending

Comment 11: Adjustment for Long—
term Interest Rate Benchmark

Comment 12: Creditworthiness of GE
and its Cross—owned Companies

Comment 13: Application of a Risk
Premium to the Short—term Loan
Benchmark

Comment 14: Specificity of Programs
for FIEs

Comment 15: Over—calculation of the
Two Free/Three Half Benefit

Comment 16: Specificity of VAT
Programs

Comment 17: Attribution of GHS’
Subsidies to GE

Comment 18: Attribution of Subsidies
Bestowed on Input Suppliers

Comment 19: Whether the
Department’s Cross—ownership
Regulations Provide for the
Attribution of Upstream Subsidies
to Cross—owned Companies

Comment 20: Attribution of Subsidies
Bestowed on the Forestry
Companies to CFS

Comment 21: Rate Adjustment for
GE’s Ad Valorem Subsidy Rate

Comment 22: Subsidies to Forestry
Companies Discovered After the
Preliminary Determination

Comment 23: Correction to GE’s
Domestic Sales Value

Comment 24: Application of Adverse
Facts Available to Chenming

Comment 25: Certification of Non—
Reimbursement of Duties

[FR Doc. E7—21046 Filed 10-24—07; 8:45 am]
BILLING CODE 3510-DS-S
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States I nternational Trade Commission’s
hearing:

Subject: Coated Free Sheet Paper from China, Indonesia, and Korea
Inv. Nos.: 701-TA-444-446 and 731-TA-1107-1109 (Final)
Dateand Time: October 18, 2007 - 9:30 am.

Sessions were held in connection with these investigations in the Main Hearing Room (room 101),
500 E Street, S.W., Washington, DC.

CONGRESSIONAL WITNESSES:

TheHonorable Susan M. Collins, United States Senator, United States Senate, State of Maine

The Honorable Bart Stupak, U.S. Congressman, U.S. House of Representatives, 1% District, State of
Michigan

OPENING REMARKS:

Petitioner (Gilbert B. Kaplan, King & Spalding LLP)
Respondents (Donald B. Cameron, Troutman Sanders LLP)

In Support of the Imposition of
Antidumping and Countervailing Duties:

King & Spalding LLP
Washington, DC
on behalf of

NewPage Corporation

Mark A. Suwyn, Chairman and CEO, NewPage
Corporation

James C. Tyrone, Senior Vice President, Sales
and Marketing, NewPage Corporation

Timothy E. Needham, President and CEO,
Smart PapersLLC



In Support of the Imposition of
Antidumping and Countervailing Duties (continued):

King & Spalding LLP
Washington, DC

on behalf of
NewPage Corporation

Tom Gallagher, President, Sales and Marketing,
West Linn Paper

Richard LaCosse, International Vice President,
United Steelworkers

Rick Reindl, Owner, Reindl Printing, Inc.
Bonnie B. Byers, Consultant, King & Spalding LLP
Rebecca L. Woodings, Consultant, King & Spalding LLP

Kenneth R. Button, Ph.D., Consultant, Economic
Consulting ServicesLLC

Gregory Hogan, Consultant, Economic Consulting
ServicesLLC

Gilbert B. Kaplan

)
) — OF COUNSEL
Stephen A. Jones )
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In Opposition to the Imposition of
Antidumping and Countervailing Duties:

White & CaseLLP
Washington, DC
on behalf of

Gold East Paper (Jiangsu) Co., Ltd. (“Gold East™)
Gold Huasheng Paper Co., Ltd. (“GHS")

Allan R. Dragone, Chief Executive Officer, Unisource
Worldwide, Inc.

Terry E. Hunley, External Advisor, Global Paper
Solutions, Inc.

Jeff Hederick, Vice President, Sourcing — Paper,
Unisource Worldwide, Inc.

Walter J. Spak )
William J. Clinton )
Frank Schweitzer ) — OF COUNSEL
Kristina Zissis )
Frank H. Morgan )
White & CaseLLP
Washington, DC
on behalf of
PT Pindo Deli Pulp and Paper Mills (“Piindo Deli”)
PT Pabrik Kertas Tjimi Kimia Tbk. (“Tjimi Kimia")
David Bond )
Scott S. Lincicome ) — OF COUNSEL
AdamsLee )
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In Opposition to the Imposition of
Antidumping and Countervailing Duties (continued):

Troutman Sanders LLP
Washington, DC
on behalf of

Korea Paper Manufacturers' Association (*KPMA”™)
and its members

Woo-Sik Choi, President, EN Paper Co., Ltd.

Don Kim, Team Manager, Overseas Business Team,
EN Paper Co., Ltd.

S.B. Leeg, Director, Overseas Sales Development,
Kyesung Paper Co., Ltd.

Leonard Aronica, CEO, Graphic Paper
Ron Davis, Economist, Printing Industries of America

Daniel W. Klett, Principal, Capital Trade, Inc.

Julie C. Mendoza )
Donald B. Cameron ) — OF COUNSEL
R. Will Planert )

REBUTTAL/CLOSING REMARKS:

Petitioners (Gilbert B. Kaplan, King & Spalding LLP)
Respondents (Donald B. Camer on, Troutman Sanders LLP)
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Table C-1
Coated free sheet paper: Summary data concerning the U.S. market, 2004-06, January-June 2006, and January-June 2007

(Quantity=short tons, value=1,000 dollars, unit values, unit labor costs, and unit expenses are per short ton;
period changes=percent, except where noted)

Reported data Period changes
January-June Jan.-June
Item 2004 2005 2006 2006 2007 2004-06  2004-05  2005-06  2006-07
U.S. consumption quantity:
Amount.................. ok Rk ok ok kk ok ok ok ok
Producers' share (1) ________ Fokk Fokk Fokk Fokk Hokk Fokk Fokk Fokk ok
Importers' share (1):
China.......coviiiii. Fkk Hkk Hkk Hkk Hhk Hkk Hkk Hkk Hkk
Indonesia............... Hork fiid *xx *ork *kk ok ok ok ok
Korea (subject) . . ......... ek ok ok ok kk ok ok Sk ok
Subtotal (subject) . . .. .. .. Tk Sk Tk ok ok Sk Sk ok ok
Korea (nonsu bject) ........ *kk *kk *kk *kk *kk *kk *kk *kk *kk
All othersources . .. ....... Fokk Fkok Fokok Fkok Fokk Fokok Fkok Fokok Fkk
Subtotal (nonsubject) ..... *kk *kk *kk *kk *okk *hk *kk *kk *kk
Total imports . . ......... *hk *hk *hk *hk Hkk *hk *hk *hk Hkk
U.S. consumption value:
Amount.................. Hork ek *xx *ork xkk *xx ok ok ok
Producers' share (1) ........ *kk *kk *kk *kk *kk *kk *kk *kk *kk
Importers' share (1):
China.................. ki kk i *okk ok ok ok ok ok
Indonesia . .............. dokk ok ok ok ok ok ok ok ok
Korea (subject) .. ......... fiad ki okk okk ok okk *okk *kk *oxk
Subtotal (subject) ....... *kk *kk *kk *kk Fokk *kk *kk *kk *kk
Korea (nonsubject) . . .. .. .. Hokk Hokk Hokk Hokk . Hokk Hokk Hokk Hokk
All othersources . ......... Fokk Fokk Fokok Fokok Fokk Fokok Fokok Fokok Fokok
Subtotal (nonsubject) _____ kK ok ok ok Fokk ok ok ok ok
Total imports . . ......... ik *xx i okk Hhk = e e o
U.S. imports from:
China:
Quantity . ................ 160,668 142,831 267,746 125,803 77,367 66.6 -11.1 87.5 -38.5
Value................... 130,058 118,991 223,767 105,794 63,484 72.1 -8.5 88.1 -40.0
Unitvalue . .............. $809 $833 $836 $841 $821 3.2 2.9 0.3 -2.4
Ending inventory quantity . Fkk Fkk Fkk *kk Fokk Fkk Fkk Fkk Fkk
Indonesia:
Quantity . . ............... Lk Hkk ok Hkk Hhk Hokk ok Sokk Sk
Value . ... oo Fkk Hkk Hkk Hkk Hkk Hkk Hkk Hkk Hkk
Unitvalue............... Fkk Fkk Fkk Kkk Kkk Kkk Kkk Kkk Kkk
Ending inventory quantity . Fokok Fokok Fokok Fokok Fokk Fokok Fokk Fokk Fokok
Korea (subject):
Quantity . . ............... Lk Hkk ok Hkk Hhk Hokk Hokk Sokk Sk
Value . ... .. Hkk Hkk Hkk Hkk Fokk Hkk Hkk Hkk Hkk
Unitvalue............... ok Rk ok ok kk ok ok ok ok
Ending inventory quantity . Fkok Fkok Fkk Fkok Fokk Fkk Fokok Fkk Fkk
Subtotal (subject):
Quantity . . ............... Hkk Hkk Hkk Hkk Hkk Hkk Hkk Hkk Hkk
Value . .................. Kkk Kkk Kkk Kkk *kk Kkk Kkk Kkk *kk
Unitvalue . .............. *hk *hk *hk *hk Hkk Hkk Hkk Hkk Hkk
Ending inventory quantity . Fokok Fkok Fokok Fkok Fkk Fkk Fokk Fkok Fokk
Korea (nonsubject):
Quantity . . ............... Hkk Hkk Hkk Hkk Fokk Hkk Hkk Hkk Hkk
Value . .................. bk kk i *okk ok ok ok ok ok
Unitvalue . .............. *hk *hk *hk *hk Hkk Hkk Hkk Hkk Hkk
Ending inventory quantity . . . wkk wkk xkk wkk e *kk *kk e e
All other sources:
Quantity . ................ 1,076,558 944,088 914,535 491,941 349,590 -15.1 -12.3 -3.1 -28.9
Value................... 1,004,241 957,728 920,328 487,916 372,423 -8.4 -4.6 -3.9 -23.7
Unitvalue . .............. $933 $1,014 $1,006 $992 $1,065 7.9 8.8 -0.8 7.4
Ending inventory quantity . . . 64,913 47,748 34,692 53,004 43,053 -46.6 -26.4 -27.3 -18.8
Subtotal (nonsubject):
Quantity . ................ Hokk Hohk Hohk Hohk e, e e e, Hokk
Value . ... .o Fkk Hkk Hkk Hkk Hkk Hkk Hkk Hkk Hkk
Unitvalue............... F*kk Fkk Fkk Kkk Kkk Kkk Kkk Kkk Kkk
Ending inventory quantity . Fokk Fokk Fokk Fokk Fokk Fokk Fokk Fokk Fokk
All sources:
Quantity . . ............... Lk Hhk ok Hkk Hhk Hokk Hokk Sokk Sk
Value . ... .. Hkk Hkk Hkk Hkk Fokk Hkk Hkk Hkk Hkk
Unitvalue . .............. *kk Fkk Fkk Kkk *kk Kkk Kkk Kkk Kkk
Ending inventory quantity . Fokok Fokok Fokok Fokok Fokk Fokok Fokk Fokok Fokok

Table continued on next page.
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Table C-1--Continued
Coated free sheet paper: Summary data concerning the U.S. market, 2004-06, January-June 2006, and January-June 2007

(Quantity=short tons, value=1,000 dollars, unit values, unit labor costs, and unit expenses are per short ton;
period changes=percent, except where noted)

Reported data Period changes
January-June Jan.-June
Item 2004 2005 2006 2006 2007 2004-06  2004-05  2005-06  2006-07
U.S. producers':

Average capacity quantity . . . . 5,275,160 5,351,395 5,244,121 2,663,621 2,660,303 -0.6 14 -2.0 -0.1
Production quantity . . .. .. ... 4,839,651 4,926,891 4,973,370 2,477,182 2,500,813 2.8 1.8 0.9 1.0
Capacity utilization (1) .. ... .. 91.7 92.1 94.8 93.0 94.0 3.1 0.3 2.8 1.0
U.S. shipments:

Quantity . . ............... 4,630,831 4,585,403 4,627,631 2,281,789 2,275,591 -0.1 -1.0 0.9 -0.3

Value................... 3,803,852 4,066,115 4,154,576 2,049,324 2,053,968 9.2 6.9 2.2 0.2

Unitvalue . .............. $821 $887 $898 $898 $903 9.3 8.0 1.2 0.5
Export shipments:

Quantity . ................ 284,537 334,424 347,559 155,780 174,949 22.1 17.5 3.9 12.3

Value................... 222,892 280,359 302,108 133,953 145,031 35.5 25.8 7.8 8.3

Unitvalue . .............. $783 $838 $869 $860 $829 11.0 7.0 3.7 -3.6
Ending inventory quantity . . . . 613,937 631,606 615,487 651,033 660,679 0.3 2.9 -2.6 15
Inventories/total shipments (1) 125 12.8 12.4 13.4 135 -0.1 0.3 -0.5 0.1
Production workers . . ....... 8,110 7,199 6,666 6,777 6,641 -17.8 -11.2 -7.4 -2.0
Hours worked (1,000s) . . . ... 17,104 15,231 14,169 7,126 7,182 -17.2 -11.0 -7.0 0.8
Wages paid ($1,000s) . . .. ... 508,029 404,836 361,513 181,652 180,983 -28.8 -20.3 -10.7 -0.4
Hourlywages . ............ $29.70 $26.58 $25.51 $25.49 $25.20 -14.1 -10.5 -4.0 -1.1
Productivity (tons/1,000 hours) 282.9 3235 351.0 347.6 348.2 24.0 14.3 8.5 0.2
Unit labor costs ... ......... $104.97 $82.17 $72.69 $73.33 $72.37 -30.8 -21.7 -11.5 -1.3
Net sales:

Quantity . ................ 4,694,703 4,795,925 4,973,519 2,437,839 2,449,969 5.9 2.2 3.7 0.5

Value................... 3,851,630 4,246,492 4,448,315 2,181,981 2,198,622 15.5 10.3 4.8 0.8

Unitvalue . .............. $820 $885 $894 $895 $897 9.0 7.9 1.0 0.3
Cost of goods sold (COGS) .. 3,815,252 3,897,570 3,990,689 1,977,827 1,992,995 4.6 2.2 2.4 0.8
Gross profitor (loss) . .. .. ... 36,378 348,922 457,626 204,154 205,627 1,158.0 859.2 31.2 0.7
SG&A expenses . .......... 279,415 272,798 290,592 144,304 130,749 4.0 -2.4 6.5 -9.4
Operating income or (loss) ... (243,037) 76,124 167,034 59,850 74,878 ?3) 3) 119.4 25.1
Capital expenditures . . ... ... 274,706 183,792 144,565 65,158 48,685 -47.4 -33.1 -21.3 -25.3
UnitCOGS ............... $813 $813 $802 $811 $813 -1.3 0.0 -1.3 0.3
Unit SG&A expenses . .. .. .. $60 $57 $58 $59 $53 -1.8 -4.4 2.7 -9.8
Unit operating income or (loss) ($52) $16 $34 $25 $31 ?3) 3) 111.6 24,5
COGS/sales (1) .. .......... 99.1 91.8 89.7 90.6 90.6 -9.3 -7.3 -2.1 0.0
Operating income or (loss)/

sales(1)................ (6.3) 1.8 3.8 2.7 3.4 10.1 8.1 2.0 0.7

(1) "Reported data" are in percent and "period changes" are in percentage points.
(2) Not applicable.
(3) Undefined.

Note.--Financial data are reported on a fiscal year basis and may not necessarily be comparable to data reported on a calendar year basis.

Because of rounding, figures may not add to the totals shown. Unit values and shares are calculated from the unrounded figures.

Source: Compiled from data submitted in response to Commission questionnaires.
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The Misclassification of CFS Paper in Official Commer ce Statistics

Asdiscussed in Part I* and Part |2 of this report, CFS paper has been entered under a variety of
HTS numbers other than those identified in Commerce' s scope.® The misclassification of CFS paper
“outside” the pertinent HTS numbers would result in the understatement of the measurement of U.S.
imports of CFS paper. In aseparate, but related, issue petitioner asserted during the course of the final
phase of the investigations that product otherwise considered to be coated free sheet but containing more
than 10 percent semi-chemical pulp had been entered prior to the filing of the petition under the HTS
numbers for CFS paper. Petitioner further asserted that producers in China and Indonesia began to
reclassify their exports to the United States as coated groundwood in increasing volumes following
Commerce’ s preliminary affirmative countervailing duty determinations.* Commerce has determined that
product containing more than 10 percent semi-chemical pulp is, in fact, nonsubject merchandise and
determined not to adopt the scope clarification requested by petitioner.> Any entry of nonsubject (per
Commerce' sruling) paper during the period examined containing more than 10 percent mechanical or
combined chemical/mechanical fibers under the HTS statistical reporting numbers applying to CFS paper
would result in the overstatement of total U.S. imports of CFS paper as would entries of any other
nonsubject papers.®

Implications of Misclassification for the Negligibility Calculation

As addressed in Part |V’ and Part VI12 of this report, the measurement of subject merchandise
CFS paper in thisreport is based on a high coverage rate of questionnaire responses (referring to the
importer questionnaire data used to measure U.S. imports from China and the foreign producer
questionnaire data used to measure exports to the United States from Indonesia and Korea (subject and
nonsubject)). Official Commerce statistics (for the HTS reporting numbers identified in Commerce’s

1 CFS paper has been entered under HTS statistical reporting numbers that include those applying to coated kraft
paper and plastic-coated and other specialty papers (p. I-11). The Indonesian respondents also suggest that importers
could misclassify subject merchandise under the HTS statistical reporting numbers used for packaging applications.
Ibid, n. 19.

2 See pp. IV-6-1V-9. (*** indicated that it imported CFS paper under the HTS subheading for uncoated paper
table V-3, n. 5).

® HTS reporting nos. 4810.13.1900; 4810.13.2010; 4810.13.2090; 4810.13.5000; 4810.13.7040; 4810.14.1900;
4810.14.2010; 4810.14.2090; 4810.14.5000; 4810.14.7040; 4810.19.1900; 4810.19.2010; and 4810.19.2090. See
Coated Free Sheet Paper from the People's Republic of China: Final Affirmative Countervailing Duty
Determination, 72 FR 60645, October 25, 2007; Coated Free Sheet Paper from Indonesia: Final Affirmative
Countervailing Duty Determination, 72 FR 60642, October 25, 2007; Coated Free Sheet Paper from the Republic of
Korea: Notice of Final Affirmative Countervailing Duty Determination, 72 FR 60639, October 25, 2007; Final
Determination of Sales at Less Than Fair Value: Coated Free Sheet Paper from the People’ s Republic of China, 72
FR 60632, October 25, 2007; Notice of Final Determination of Sales at Less than Fair Value: Coated Free Sheet
Paper from Indonesia, 72 FR 60636, October 25, 2007; and Notice of Final Determination of Sales at Less Than
Fair Value: Coated Free Sheet Paper from the Republic of Korea, 72 FR 60630, October 25, 2007.

“ Petitioner’s prehearing brief, pp. 48-49.

® For further information on the scope clarification requested by petitioner see Part |, pp. 1-8-1-9.
® See Chinese respondents’ statements discussing the *** in Part 1V (p. 1V-10).

" Seetable IV-2.

8 Seepp. VII-4,n. 7, and VII-14.
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scope) were used to measure nonsubject imports from countries other than Korea.® The misclassification
of datain official Commerce statistics for nonsubject sources is of particular concern in these
investigations since, as discussed in Part 1V, Commission staff has measured the share of total U.S.
imports of CFS paper accounted for by imports from Indonesiaat 4.2 percent. Imports of subject
merchandise from developing countries are negligible in a subsidy investigation if such imports account
for less than 4 percent of the volume of all such merchandise imported into the United States in the most
recent 12-month period for which data are available prior to the filing of the petition.*

Misclassification in the Preliminary Phase of the I nvestigations

The possible misclassification of merchandise was first identified during the preliminary phase of
these investigations.™ As addressed in the staff report for the preliminary phase,? U.S. imports of subject
merchandise from China reported in importer questionnaires and exports to the United States of subject
merchandise reported in the foreign producer questionnaires were substantially greater in volume than
reported in official Commerce statistics (for the HTS statistical reporting numbersidentified in
Commerce' sscope). In response to arequest for assistance in resolving the seeming discrepancy,
counsel for the Chinese respondentsindicated that U.S. imports of CFS paper from Chinawere believed
to be entering under two HTS statistical reporting numbers (4811.59.2000 and 4811.90.8000) in addition
to those identified in Commerce' sinitiation notices. Counsel further stated that “this appears to be an
issue that is unique to China, with only a small volume of imports from Indonesia and K orea having been
reported under those headings. We have no reason to believe that the small quantity of imports from
Indonesia or Korea that entered under HT S headings 4811.59.2000 and 4811.90.8000 is subject
merchandise.”** Also placed on the record during the preliminary phase of the investigationsis the
statement by Indonesian respondents that: “{i}t does appear that a small quantity of imports from
Indonesia entered under HTS headings 4811.59.2000 and 4811.90.8000 during the period. Itisnot clear
that imports from Indonesia that enter under those HTS headings is subject merchandise . . . Should the
case proceed to afinal, the Indonesian respondents reserve the right to examine whether subject
merchandise from other countriesis entering under HTS headings beyond those listed in the petition and
the definitions, and thus, is properly included in the denominator of the negligibility calculation.”**

Datafor Korea and al other sources were compiled from official Commerce statistics using the
HTS statistical reporting numbers identified in the scope; because of the misclassifications identified for
China during the preliminary phase, the official Commerce statistics used for China also included U.S.

® Asdiscussed in Part IV, official Commerce statistics were also used in the negligibility calculation to measure
imports for China.

10 Commerce made afinal subsidy determination of 22.48 percent for Indonesia. 72 FR 60642, October 25, 2007.
The fina antidumping margins were 8.63 percent for Pindo Deli and Tijwi Kimiaand 12.31 percent for al others.
72 FR 60636, October 25, 2007.

1 NewPage stated in its petition that CFS paper from China previously had been misclassified under HTSUS
subheading 4811.90 (in particular, under reporting numbers 4811.90.8000 and 4811.90.9000 which were basket
categoriesin existence during 2003-05). Petitioner also indicated that it understood that the misclassification was
"not a continuing problem.” Petition, pp. 4-5and n. 3.

2 INV-DD-163, December 8, 20086, p. IV-7.
13 E-mail from counsel to the Chinese manufacturers, November 29, 2006.
4 E-mail from counsel for Pindo Deli and Tjiwi Kimia, November 29, 2006.
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imports reported under HTS statistical numbers 4811.59.2000 and 4811.90.8000. Datafor Indonesia
were exports to the United States submitted by counsel for the Indonesian industry.*

Response of Commission Staff to Misclassification I ssuesin the Final Phase of the Investigations

In order to address misclassification issues during the final phase of the investigations,
Commission staff expanded the list of firms receiving importer questionnaires (as described in Part V) to
include 22 firms importing more than minimal amounts under HTS reporting numbers 4811.59.2000
and/or 4811.90.8000* from China;*’ questionnaires were also sent to 6 firmsimporting from nonsubject
sources (in large part, Germany and Japan).”® A total of 20 firms responded. Datafor *** areincluded in
***'simporter questionnaire response; each of the other 18 responding firms indicated that they did not
import CFS paper (in other words, were not misclassifying the subject merchandise).

It should be noted, however, that questionnaires would not have been received by any firms
misclassifying CFS paper under HT'S reporting numbers other than 4811.59.2000 and/or 4811.90.8000.
An assessment of the degree of “outside” misclassification for the subject sources can be made by
comparing exports to the United States reported by the subject manufacturers (for which data are believed
to be virtually complete) to official Commerce statistics for the HTS reporting numbers identified in the
scope. Asshown intable V-2 for 2006 (the calendar year closest to the negligibility
period), (1) official Commerce statistics for China actually appear to overstate subject merchandise
(possibly due, in part, to ***);*° 2 (2) official Commerce statistics for Indonesia*** subject merchandise
(see discussion in the notes to table 1V-2),% and (3) official Commerce statistics for Korea are comparable
to subject merchandise. Theissue raised by Indonesian respondents concerns, however, the extent of any
inaccuracies in official Commerce statistics for nonsubject countries (other than Korea).

To address misclassification, Commission staff also modified the importer questionnaire to solicit
information on the HTS reporting numbers where reported CFS paper imports were classified.”? The

% INV-DD-163 (December 8, 2006), table 1V-2 (U.S. imports for 2003-05, January-September 2005, and
January-September 2006) and table I V-4 (U.S.imports for October 2005-September 2006).

6 As of 2007, HTS statistical reporting number 4811.90.8000 was further divided into 4811.90.8020 and
4811.90.80.40.

1 %** imports from China under HTS reporting numbers 4811.59.2000 and 4811.90.8000 were by ***, See
proprietary Customs documents.

18 See official Commerce statistics for HT'S reporting numbers 4811.59.2000 and 4811.90.8000.

%% - Chinese respondents and Unisource's posthearing brief, Answers to Commissioner Questions, p. 30, n.
100.

2 |n contrast to calendar year 2006, official Commerce statistics understate exports of CFS paper to the United
States (and reported imports) in 2004 and, to alesser extent, in 2005. Thisis due to the above-described ***. The
entry of CFS paper manufactured by *** appeared to be generally accurate. (Compare ***’sforeign producer
guestionnaire response, question 11-8, to proprietary Customs data for the foreign manufacturers (referencing entries
by ***). Asindicated earlier, proprietary Customs documents can variously list the manufacturer, exporter, or U.S.
importer under “firm name” which can make it difficult to accurately trace shipments and compare data sources.
Shandong Sun did not begin shipments to the United States until 2006.

2L |n contrast, official Commerce statistics were an accurate measurement of exports of CFS paper to the United
States (and imports reported in questionnaires) in *** although not in ***. ***_ Also, asindicated earlier in the
report (table IV-1, n. 4), ***, ***,

2 The options provided in the questionnaire were (1) entry either entirely or in part under the HTS statistical
reporting numbers identified in the instruction booklet (i.e., under 4810.13.1900; 4810.13.2010; 4810.13.2090;
4810.13.5000; 4810.13.7040; 4810.14.1900; 4810.14.2010; 4810.14.2090; 4810.14.5000; 4810.14.7040;

(continued...)
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guestionnaire modification did not, however, identify the entry of products that are not, in fact, CFS paper
imported under the HT S reporting numbers identified in the scope. To address any such “inside”
misclassification of subject merchandise, Commission staff compared importer questionnaire responses to
proprietary Customs data and, where there was a discrepancy, contacted firms. Identified
misclassifications are shown in table D-1. As shown in table D-1, there is some volume of
misclassification of product other than CFS paper in the HTS numbers listed in Commerce’ s scope both
by a number of additional firmsimporting from Indonesia as well as those importing from nonsubject
sources (Finland and Italy).

Table D-1
Itemization of misclassified merchandise, by firm

* * * * * * *

Compilation of U.S. Import Data in the Final Phase of the I nvestigations

With reference to U.S. imports for 2004-06, January-June 2006, and January-June 2007, data
were compiled from the following sources in the prehearing report: (1) China (importer questionnaire
responses), (2) Indonesia, Korea (subject), and Korea (nonsubject) (foreign producer guestionnaire
responses), and (3) all other nonsubject sources (official Commerce statistics).”® In thisfinal staff report,
official Commerce statistics are used instead in the negligibility calculation for China.®* Prior to
presenting the import datain this final report, staff explored a number of options. See, for example, e-
mail exchanges with counsel for the Chinese manufacturers (September 7, 2007, September 10, 2007,
September 11, 2007, and September 12, 2007). Staff determined, however, to use official Commerce
statistics for China without any further adjustments and, likewise, to use unadjusted official Commerce
statistics for nonsubject sources other than Korea, to avoid the use of what would at best be incomplete
adjustments to what is, albeit with known imperfections, an “official” data source.®

With reference to the negligibility period, official Commerce statistics for China, while
problematic earlier in the period examined, appear for calendar year 2006 (the period closest in timeto
the October 2005-September 2006 negligibility period) to be relatively accurate. Seetable V-2 and the
tabulation below identifying the volume of misclassified merchandise from China, by importer, for 2006:

* * * * * * *

As shown in the tabulation above, the entry errors are not systematic (i.e., reported to some degree by al
importers) but instead reflect errors made by individual importers. Further, as discussed earlier, the

22 (...continued)
4810.19.1900; 4810.19.2010; and/or 4810.19.2090); (2) entry either entirely or in part under HTS statistical
reporting numbers 4811.59.2000 and/or 4811.90.8000; or (3) entry either entirely or in part under HTS statistical
reporting numbers other than those identified above. Importers’ questionnaire, question 11-8. Depending on firms
handling of the entry process and record maintenance, this information may or may not be known to the importers.

2 INV-EE-145 (October 2, 2007), pp. 1V-10-1V-14. For the negligibility calculation, exports to the United States
by Gold East (reported in its foreign producer questionnaire) and the other exporting manufacturers (reported in
proprietary Customs documents) were used. |bid., table IV-5. Foreign producer questionnaires responses had not
yet been submitted to the Commission by Chenming Paper and Shandong Sun.

2 Spe Part IV, pp. IV-14-1V-17.

% Official Commerce statistics were not used for Koreain order to calcul ate separate data for the manufacturers
that were and were not subject to the subsidy or antidumping investigations. Thereisvirtually no differencein the
volume of U.S. imports shown in official Commerce statistics for Koreain 2006 and exports to the United States
reported by the Korean manufacturers (table 1V-3).
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misclassification errors also are not confined to one or two HTS statistical reporting numbers, which
would imply acommon misunderstanding, but instead affect a wide range of HTS subheadings.

There appear to be few, if any errors, in misclassifications for Korea (table 1V-2).° In any
comparison of the misclassification rate for Korea with those for China and Indonesia, it may be relevant
that Korean producers point to their “stable” and long-term presence in the U.S. market.?

Other things being equal, use of consistent data sources is desirable in compiling data sets.®
However, official Commerce data for Indonesia are more problematic than that for Chinaand Korea
particularly from *** onward and certainly including the negligibility period. Exports to the United
States of CFS paper manufactured in Indonesia were reported to the Commission directly by the
Indonesian respondents.® If official Commerce statistics were also used for Indonesia, such imports
would account for 3.2 percent of total U.S. imports for the 12-month period.

Position of the Indonesian Respondents

As indicated above, Indonesian respondents appear to no longer dispute the accuracy of the
numerator used to calculate the negligibility share.®* Their arguments concern possible inaccuraciesin
the denominator, particularly with respect to nonsubject sources other than Korea, where there is limited
record information. Indonesian respondents argue that “there is nothing unique about the imports from
Chinaand Indonesia to suggest that systematic misclassification occurred only with respect to those
countries.” They further argue that the Commission should make an adjustment to the denominator of the
negligibility ratio for nonsubject countries other than Korea.®* There would need to be anet change (i.e.,
CFS paper misclassified outside the covered HTS statistical reporting numbers offset by the
misclassification of paper not coated free sheet within the relevant numbers) of more than *** short tons
for the negligibility share for Indonesiato reach less than 4.0 percent.*

Indonesian respondents propose an alternative set of calculationsin their prehearing brief that
result in anegligibility ratio of 3.704 percent for Indonesia® The methodology employed by respondents

% Onefirm, ***  indicated importing a product other than CFS paper under the scope HTS reporting numbers
(table D-1).

2" K orean respondents’ prehearing brief, p. 65.

% | ndonesian respondents state that “using uniform data from the same ‘flawed' source is more neutral than
reliance upon a hodgepodge of possibly flawed import data and export data from various sources across different,
unsubstantiated, time periods.” Indonesian respondents’ posthearing brief, p. 4.

# Further, the data reported to the Commission for October 2005-September 2006 were also provided to
Commerce since Commerce's period of investigation matched the negligibility period. E-mail from counsel for
Indonesian respondents, October 30, 2007.

% The Commission’s staff raised the issue in its prehearing report of possible inaccuracy in the numerator due to
reporting by ***. Asindicated in note 4 to table D-1, the issue appears to have been resolved.

% Indonesian respondents’ prehearing brief, pp. 10-11.

%2 Calculated by dividing *** short tons (lagged Indonesian exports of CFS paper to the United States for the
negligibility period as shown in table 1V-4) by 0.04 for atotal of *** short tons (the volume at which the
negligibility ratio would reach 4.0 percent). The difference between *** short tons and *** short tons (total U.S.
imports as reported in table IV-4) is*** short tons. The volume of nonsubject imports (other than Korea) included
inthetotal U.S. import figure for October 2005-September 2006 is*** short tons (the “all others’ columniin table
IV-4).

% Indonesian respondents’ prehearing brief, p. 13. In this calculation, however, U.S. imports by *** are
classified as nonsubject product and subtracted from the numerator. Asindicated in table D-1, Indonesian
respondents subsequently confirmed that the merchandise imported to the United States by *** is, in fact, subject

(continued...)

D-7



is presented in exhibit 1 of their prehearing brief (subsequent cites in the remainder of this appendix to the
Indonesian respondents’ arguments are to exhibit 1, unless otherwise noted). Respondents
first step isto assume that the variance between official Commerce statistics and the data sources relied
on by the Commission is aproxy for misclassification error (which, they argue, is generally “reasonable™)
and that the variance found in the examined subject imports (and nonsubject imports, in the case of

Koreq) appliesto all other nonsubject imports. More specifically, they argue that the Commission staff’s
presumed assumption that there is no variance in the other nonsubject imports is not reasonable (exhibit 1,
p. 1). Toillustrate their point, respondents cal cul ate the percentage differences between official
Commerce statistics and the data used by Commission staff in the prehearing report as a measure of U.S.
imports for each of the subject countries for 2004, 2005, 2006, January-June 2006, and January-June
2007 (table 1 and annex 1). However, as shown in both table 1V-2 and in respondents’ presentations, the
amount of misclassification error varies distinctly among time periods and sources. Referring to calendar
year 2006 (the period closest to the 12-month negligibility period), their calculated variance is 8.0 percent
for China, *** percent for Indonesia, and 1.2 percent for Korea (table 1). Moreover, as discussed above,
misclassification error is created, not for or by a country as an entity, but by the classification decisions
made by individual importers of record (and the brokers they employ) entering merchandise from that
country. Asshown in the staff tabulation for China above, only 2 of the 10 importers of subject
merchandise from China actually misclassified CFS “outside” the scope HTS numbersin 2006, resulting
in ameasurement of error of 4.8 percent.* * Most of this error is due to a misclassification decision by
onefirm, ***,

Respondents next average the percentage discrepancies (annex 2) for China, Indonesia, and Korea
as asimple average and use that average to estimate discrepancies in al other imports (table 3). When
using a“sample’ average (i.e., the percentage discrepancy for China, Indonesia, and Korea) to estimate a
“population total” (i.e., the percentage discrepancy for all other countries) respondents are correct that it
is then necessary to present the confidence interval (95 percent) and limits within which thereis 95
percent confidence that the “true”, but ultimately unknown, value islocated. Respondents state that, even
when considering the upper and lower limits of the expected discrepancy, the result (i.e., a share for
Indonesia below 4 percent) does not change (annex 3).

Commission staff makes the following observations on the methodology and cal cul ations used by
respondents:

3 (...continued)
product. Using respondents’ methodology but including data for *** resultsin aratio of *** percent. lbid., exh. 1
(table 3).

¥ Staff notes as a caveat that all “variance” is not necessarily misclassification error “outside” the scope. For
example, the larger 8 percent misclassification error for Chinain 2006 presented by respondents in their prehearing
exhibit 1 (table 1) includes any “error” created by questionnaire non-response (i.e., the difference between official
Commerce statistics and imports reported in response to questionnaires) and the ***. Also, as shown in table D-1, at
least two firms (***) also reported importing product other than CFS paper under the covered HTS numbers (i.e.,
introducing measurement error “within” the scope).

* Respondents do not actually base their negligibility calculation on data for 2004-06 but instead use a
percentage error of 3 percent for China cal culated from a comparison for the negligibility period of official
Commerce statistics to exports to the United States estimated by Commission staff (annex 2). For the purposes of
the prehearing report, staff estimated exports using the questionnaire response for Gold East and proprietary
Customs documents for the remaining two Chinese exporters (Chenming Paper and Shandong Sun, for which data
were then not available). Commission staff notes that a portion of any variance is actually a measure of the ability of
Commission staff to correctly identify the exports of Chenming Paper and Shandong Sun in the proprietary Customs
documents which, in turn, form the basis for official Commerce statistics.
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(1) Use of simple average compared with a weighted average.--Respondents present a set of alternate
calculations using a weighted average of the percentage discrepancies for China, Indonesia, and Korea
and describe the use of a weighted average to be the “more conservative estimate” but state that the
results “remain unchanged” (i.e., below 4 percent). Theissue is not a matter of being conservative but
rather one of mathematical appropriateness. Commission staff suggests that the use of a simple averageis
less appropriate when there is wide variability among the measurements and weights (i.e., the percentage
error differences and the volumes exported). 1n other words, the variation contributed by percentage error
differences for Indonesia (where there is *** misclassification error during the negligibility period) is***
than that contributed by measurements for China and Korea (see annex 2). Further, U.S. imports from
Chinaand Korea are each higher in volume than U.S. imports from Indonesia. But each sourceis
accorded an equal “weight” with the use of asimple average. Respondents present the more
“conservative’ weighted average calculations at annex 4. Results are 3.962 percent (uncorrected for ***)
and 4.059 percent (corrected by Commission staff for ***).

(2) Calculation of the upper and lower limits and determination of sample size—A 95 percent confidence
level implies arelatively high degree of “confidence” that the correct statistical inference (in this case, the
negligibility share for Indonesia) is within the upper and lower limits. As shown in the formula presented
by respondents (exhibit 1, p. 6), the calculated limits will depend, in part, upon the standard deviation
(amount of variahility in the sample measurements) and the size of the sample. Numerically smaller
standard deviations and larger sample sizes result in a narrower range in limits at a set confidence level;
higher standard deviations and lower sample sizes result in awider range in limits at a set confidence
level. The“sample’ used by respondentsis shown in their annex 2. Aninitial observation isthat thereis
no variation for one-third of the 36 “sample measurements.” Percentage differences were not available on
amonthly basis for Chinafor the 12-month negligibility period; respondents accordingly assigned the
annual average of 3.0 percent to each month.

More relevant to any consideration of respondents’ analysisis the creation of a sample consisting of the
three countries multiplied by the 12 months in the negligibility period for atotal of 36 measurements (or
sample size of 36). Commission staff observesthat errorsin official Commerce statistics are created by
the inaccurate completion of Customs documents (Form 7501s). A sampling of the Form 7501s would
provide areasonable basis upon which to calculate overall error rates. Likewise, since an importer (or its
broker) might presumably make the same series of mistakes for a certain time period before the error was
detected and corrected, a sample might logically be constructed by measuring the error rate for individual
importers had there been enough importers misclassifying product to create an adequate sample size. It
could be further extrapolated that error rates could be calculated for individual countries, whichis, in
essence, what respondents have done. The observation of Commission staff is that doing this effectively
provides for a sample size of 3, consisting of the sum of China (1), Indonesia (1), and Korea (1) not 36.
The use of the 12-month period is relevant from a statutory but not a statistical standpoint (i.e., asa
device to provide for areasonable sample size consisting of 36 leading to a narrowing in the range of the
limits).

D-9






APPENDIX E

QUESTIONNAIRE DATA ON U.S. SHIPMENTSBY PRODUCT TYPE
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Table E-1
Coated free sheet paper: U.S. producers’ shipments, by product type, 2004-06, January-June 2006,
and January-June 2007

Table E-2
Coated free sheet paper: U.S. importers’ shipments from China, by product type, 2004-06,
January-June 2006, and January-June 2007

* * * * * * *

Table E-3
Coated free sheet paper: U.S.importers’ shipments from Indonesia, by product type, 2004-06,
January-June 2006, and January-June 2007

* * * * * * *

Table E-4
Coated free sheet paper: U.S.importers’ shipments from Korea (subject sources), by product
type, 2004-06, January-June 2006, and January-June 2007

* * * * * * *

Table E-5
Coated free sheet paper: U.S.importers’ shipments from all subject sources, by product type,
2004-06, January-June 2006, and January-June 2007

* * * * * * *

Table E-6
Coated free sheet paper: U.S. importers’ shipments from Korea (nonsubject sources), by product
type, 2004-06, January-June 2006, and January-June 2007

* * * * * * *

Table E-7
Coated free sheet paper: U.S.importers’ shipments from all other nonsubject sources, by product
type, 2004-06, January-June 2006, and January-June 2007

* * * * * * *

Table E-8
Coated free sheet paper: U.S.importers’ shipments from all non subject sources, by product type,
2004-06, January-June 2006, and January-June 2007

* * * * * * *
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Table E-9
Coated free sheet paper: U.S.importers’ shipments from all sources, by product type, 2004-06,
January-June 2006, and January-June 2007

* * * * * * *
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APPENDIX F

QUESTIONNAIRE DATA ON U.S. SHIPMENTS
BY GEOGRAPHICAL REGION
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Table F-1
Coated free sheet paper: U.S. shipments, by product type and geographical region, 2006

* * * * * * *
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APPENDIX G
ALLEGED EFFECTSOF SUBJECT IMPORTSON U.S. PRODUCERS

EXISTING DEVELOPMENT AND PRODUCTION EFFORTS,
GROWTH, INVESTMENT, AND ABILITY TO RAISE CAPITAL

G-1






Responses of U.S. producers to the following questions:

1. Since January 1, 2004 has your firm experienced any actual negative effects on its return on
investment or its growth, investment, ability to raise capital, existing development and production efforts
(including efforts to devel op a derivative or more advanced version of the product), or the scale of capital
investments as a result of imports of coated free sheet paper from China, Indonesia, and/or Korea?

Responses of the producers are:

Appleton *okk
Glatfelter *xk
International Paper  ***
M ohawk *xk
NewPage *kx
Sappl * k%
Smart Papers *kx
Stora Enso e
Verg) **k%*
West Linn *xk

2. Does your firm anticipate any negative impact of imports of coated free sheet paper from China,
Indonesia, and/or Korea?

Responses of the producers are:

Appleton *okk
Glatfelter *xk
International Paper  ***
M ohawk *xk
NewPage *Ex
Sappl * k%
Smart Papers *Ex
Stora Enso e
Verw **k%*
West Linn *xk

G-3






APPENDIX H

QUESTIONNAIRE DATA ON THE NONSUBJECT INDUSTRIESIN KOREA,
CANADA, FINLAND, GERMANY, AND OTHER EU COUNTRIES
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Table H-1
Coated free sheet paper: Korean (honsubject) production capacity, production, shipments, and
inventories, 2004-06, January-June 2006, January-June 2007, and projected 2007-08

* * * * * * *

Table H-2
Coated free sheet paper: Stora Enso Oyj production capacity, production, shipments, and
inventories in Finland, 2004-06, January-June 2006, January-June 2007, and projected 2007-08

* * * * * * *

Table H-3

Coated free sheet paper: Ahlstrom Corp. and Stora Enso Uetersen GmbH & Co. KG’s production
capacity, production, shipments, and inventories in Germany, 2004-06, January-June 2006,
January-June 2007, and projected 2007-08

* * * * * * *

Table H-4

Coated free sheet paper: Ahlstrom Corp. and Sappi Fine Paper Europe’s production capacity,
production, shipments, and inventories in Germany, 2004-06, January-June 2006, January-June
2007, and projected 2007-08

* * * * * * *
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