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Stora Enso Wood Products Oy Lid
Lintulahdenknja 10

I'I-00500 Helsinki

Finland

NON-CONFIDENTIAL

Mr Mick Kenna
Manager Operations
Customs House

5 Constitution Avenue
Canberra ACT 2601
Australia

Official Reply to the investigation into the alleged dumping of certain
structural timber exported from the Republic of Austria, Canada, the
Czech Republic, the Republic of Estonia, the Federal Republic of
Germany, the Republic of Lithuania, Sweden and the United States of
America

Dear Mr Kenna,

On 30 September 2011, we received an official letter from you regarding aileged
dumping practices involving structural timber exported to Australia. Based on your
requirements, we have completed the Exporter Questionnaires (hereinafter
“Questionnaires”) providing all required information regarding the current situation
in our factories located in the Republic of Austria, the Czech Republic, the Republic of
Estonia, the Federal Republic of Germany, the Republic of Lithuania and Sweden. We
do not have factories in Canada or the United States of America.

I.  Executive summary

Stora Enso Wood Products Business Arca (hercinafter “Stora Company™) operates in
all the above mentioned countries. However, the products, the business strategy and
the volume of exports to third countries and Lo Australia are different. The substantial
part of our cxports to Australia is from Stora Enso factories located in the Czech
Republic (hereinafter “Stora Czech”) and the Republic of Estonia (hereinafter “Stora
Estonia”). These two countries supply XXXXX of all the timber exported by Stora
Company to Australia (see Confidential appendix 1).

We understand that Australian Customs considers Stora Company to he dumping
structural timber because it has allegedly exported goods (hereinafter “goods under
consideration”) at a price lower than the “normal value", as stated in general anti-
dumping rules. We strongly believe the allegation concerning dumping activities to be
without merit.
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We are of the view, based on the reasons stated below, that the sale of the goods
under consideration cannot be classified as a dumping practice within the Australian
market. Our opinion is based on the details provided in completed Questionnaires for
the relevant factories and on data received from relevant statistical offices concerning
the wood market in each relevant country. Morcover, our findings are supported by
the most commonly used economical indicators and cost calculations divided
between production for Australia, production for third countries and for domestic
sales.

Finally, we would like to point out that according to publicly available information,
domestic supplies of timber in Australia are unable to meet current local demand. In
such a situation imports of timber are needed to cover the gap between supply and
demand in the Australian market. Imports into Australia arve, therefore, beneficial in
keeping activity levels high in the construction industry and in ensuring customers
have better access to affordable living acconmmodation.

11, Definition of the goods under consideration

Based on the letter received from you we assume that the goods under consideration
are timber which:

has a thickness exceeding 6mm;

has a cross-sectional area of less than 120 cm?; and

is untreated or treated to meet the requirements of hazard class H1 or H2 as
specified in Australian standards.

In the Questionnaires, as required, we have described production and sales activities
which, according to our opinion, should be treated differently based on the location of
the factory involved and on the type of goods in question. Individual factories of Stora
Company should, we belicve, be treated separately with reference to domestic sales,
sales to third countries and sales of like goods to Australia. Other important factors,
such as the structure of the factory, the particular manufacturing process used and
the related costs of domestic production should also be taken into a consideration.
The price level of sales depends on the location of the factory and on the domestic
demand for the goods under consideration.

Based on the above, we have divided the Questionnaire into several independent
Questionnaires which describe specific conditions for each of the Czech Republic and
Fstonia factories under consideration. However, we are of the view that the process of
investigation into the alleged dumping activity should be aimed mainly at the
factories, which provide the substantial part of the total exports by Stora Company to
Australia.

I1I. Summary of Stora Company locations data

In this respeet please find below a summary for the factories located in the Czech
Republic and the Republic of Estonia.
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a) Stora Czech

Stora Czech is fully concentrated on sales of the goods under consideration to
Australia and to other countries XXX [list of countries). Stora Czech does not produce
or sell any goods which, for the purposes of the inquiry, may be considered as like
goods with relevant characteristics. There have heen only a few transactions which
may be considered as a sale of like goods on the domestic market in the monitoring
period, i.e. from 1 July 2010 to 30.June 2011, Given that these sales are not in
sufficient volumes as required by section 269TAC (14) of the Customs Act 1901 they
should not be used as a basis for determining a normal value based on domeslic sales.

i)  Alternative calculation of normal value for Stora Czech

To determine the normal value according to the Australian Anti-dumping and
Conntervailing Administration Law (hereinafter “Anti-dumping law”) it is important
to use methods specified in the Law. In determining the normal value for Stora Czech
it is necessary to have domestic prices available, which in this particular casc is
problematic. The reason is that Stora Czech cannot calculate the normal value by
using a representative price for like goods because there are only limited supplies of
similar goods in the Czech Republic. Stora Czech produces the goods under
consideration mainly for export to Australia.

In this respect, and in accordance with the Anti-dumping law, the normal price of
goods can only be calculated by using the second alternative method which is the
construction of a final price based on costs of production with the addition of a
reasonable profit margin. We have provided several main economic indicators which
show that margins in the Czech wood market as a whole were, during the investigated
period, similar or cven smaller than the margin achieved by Stora Czech.

ii) Economic Indicators of Stora Czech

As already stated, during the investigation period, Stora Czech sold only a limited
volume of goods in the domestic market. In view of this, we are convinced that a more
appropriate approach for determining a normal price is to provide additional
information about the whole Czech wood market taken from independent sources. In
this respect we have collected as much information as possible from the Czech
Statistical Office which in our opinion best describes the situation relating to like
goods in the Czech Republic (see Confidential appendix 2). This data is publicly
available at the official website (www.czs0.¢z).

iii) Other useful cconomic indicators related to the case

We are of the view that other economic indicators may be useful. We, therefore,
enclose 3 additional tables with data from the Czech Statistical Office covering the
specific indicators helpful for comparison purposes (see appendices 3A to 30).
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bh) Stora Estonia

In contrast to the Czech factory, Stora Estonia produces more products which are
sold on the domestic market. Consequently, a comparison of margins and prices
between the Estonian and Australian markets is applicable.

‘The relevant information is included in the Estonia Questionnaive enclosed with this
letter.

c) Factories localed in other countries

The situation in other Stora Company factories located in countries other than the
Czech Republic and the Republic of Estonia is, we consider, less important since they
supply far lower volumes of the goods under consideration to Australia. However, we
have provided all the required information which can be found in the relevant
Questionnaire.

IV. Conclusion

Based on the above, and on the supporting documents provided to you within the
stipulated deadline, we are convinced that our activity in the Australian market does
not represent a dumping activity. Our goal is not to harm the wood industry in
Australia. Our intention has always been to operate a profitable export business to
Australia which supports the Australian construction industry by making it
competitive and cost effective.

Best regards,
e

c [

e

Hannu Kasurinen

Executive Vice President, Stora knso Wood Products
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