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Expiry Review No. RR-2000-001

IN THE MATTER OF an expiry review, under subsection 76.03(3) of the Special Import
Measures Act, of the order made by the Canadian Internationa Trade Tribund on
July 5, 1996, in Review No. RR-95-001, concerning:

CERTAIN OIL AND GASWELL CASING MADE OF CARBON STEEL
ORIGINATING IN OR EXPORTED FROM THE REPUBLIC OF KOREA AND THE
UNITED STATES

ORDERS

The Canadian International Trade Tribuna, under the provisons of subsection 76.03(3) of the
Foecial Import Measures Act, has conducted an expiry review of its order made on July 5, 1996, in Review
No. RR-95-001, continuing, without amendment, its order made on June 10, 1991, in Review
No. RR-90-005, continuing, with amendment, the review finding made by the Canadian Import Tribuna on
November 6, 1986, in Review No. R-7-86, continuing, with amendment, the finding made by the Canadian
Import Tribuna on April 17, 1986, in Inquiry No. CIT-15-85, concerning oil and gas well casing made of
carbon sted, having an outsde diameter ranging from 114.3 mm to 273.0 mm (4 1/2 in. to 10 3/4 in.)
inclusive, seamless or welded, plain end or threaded and coupled, supplied to meet American Petroleum
Ingtitute specification 5A, grades H40, J55 and K55, or proprietary grades manufactured as substitutes for
these specifications, excluding casng which has been manufactured in Canada and re-imported into Canada
from the United States by the Canadian manufacturer ether in the condition as exported from Canada or after
having been threaded and/or coupled in the United States, originating in or exported from the Republic of
Koreaand the United States.

Pursuant to subsection 76.03(12) of the Special Import Measures Act, the Canadian International
Trade Tribund hereby rescinds its order made on July 5, 1996, in Review No. RR-95-001, in respect of the
above-mentioned goods originating in or exported from the Republic of Korea.
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Pursuant to subsection 76.04(3) of the Soecial Import Measures Act, the Canadian International
Trade Tribuna aso hereby rescinds its order made on July 5, 1996, in Review No. RR-95-001, in respect of
the above-mentioned goods originating in or exported from the United States.
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IN THE MATTER OF an expiry review, under subsection 76.03(3) of the Special Import
Measures Act, of the order made by the Canadian Internationd Trade Tribund on
July 5, 1996, in Review No. RR-95-001, concerning:

CERTAIN OIL AND GASWELL CASING MADE OF CARBON STEEL
ORIGINATING IN OR EXPORTED FROM THE REPUBLIC OF KOREA AND THE
UNITED STATES

TRIBUNAL: JAMESA. OGILVY, Presding Member
PATRICIA M. CLOSE, Member
ZDENEK KVARDA, Member

STATEMENT OF REASONS
BACKGROUND

Thisisan expiry review, under subsection 76.03(3) of the Special Import Measures Act,* of the order
made by the Canadian International Trade Tribund (the Tribund) on July 5, 1996, in Review
No. RR-95-001, continuing, without amendment, its order made on June 10, 1991, in Review
No. RR-90-005, continuing, with amendment, the review finding made by the Canadian Import Tribuna
(CIT) on November 6, 1986, in Review No. R-7-86, continuing, with amendment, the finding made by the
CIT on April 17, 1986, in Inquiry No. CIT-15-85, concerning oil and gas well casing made of carbon sted,
having an outsde diameter ranging from 114.3 mm to 273.0 mm (4 /2 in. to 10 3/4 in.) inclusive, seamless
or welded, plain end or threaded and coupled, supplied to meet American Petroleum Inditute (AP1)
specification 5A, grades H40, JB5 and K55, or proprietary grades manufactured as subdtitutes for these
specifications, excluding casing which has been manufactured in Canada and re-imported into Canada from
the United States by the Canadian manufacturer either in the condition as exported from Canada or after
having been threaded and/or coupled in the United States, originating in or exported from the Republic of
Korea (Korea) and the United States.

This is the first expiry review being conducted by the Tribuna, in conjunction with the Canada
Customs and Revenue Agency (CCRA), since the coming into force on April 15, 2000, of the amendments
to SIMA, the Special Import Measures Regulations” and the Canadian International Trade Tribunal Rules®

Pursuant to subsection 76.03(3) of SIMA, the Tribund initiated an expiry review of its 1996 order
and issued anotice of expiry review on October 20, 2000.* The notice was forwarded to al known interested
parties. As part of this expiry review, the Tribuna sent, on behalf of the CCRA, expiry review questionnaires
to Canadian producers, importers and foreign producers of oil and gas well casing. Those questionnaires

1. R.SC. 1985, c. S-15 [hereinafter SIMA].
2. SO.R/84-927 [hereinafter SIM Regulationg].
3.  SO.R/91-499 [hereinafter Tribuna Rules].
4. C.Gaz 2000.1.3269.
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were developed by CCRA gaff in consultation with Tribunal staff to ensure that they would provide the
information needed if the Tribuna subsequently conducted an inquiry into the likelihood of injury to the
domestic industry or of retardation.

Following the Tribund’s initiation of the expiry review, the Commissoner of the CCRA
(the Commissioner) initiated his investigation on October 21, 2000, to determine if the expiry of the
Tribuna’s 1996 order was likely to result in a continuation or a resumption of dumping from Korea and the
United States. On February 16, 2001, the Commissioner determined that there was a likelihood of continued
or resumed dumping from Koreaand the United States if the order were alowed to expire. The same day, the
Commissioner transferred to the Tribunal the administrative record on which he based his determination.

Upon receipt of the Commissoner’s determination and the CCRA adminidrative record, the
Tribund initiated its inquiry on February 19, 2001, to determine, pursuant to subsection 76.03(10) of SIMA,
if the resumed dumping of oil and gas well casing originating in or exported from Korea and the United
States was likely to result in materid injury to the domestic industry. The Tribuna issued market
characteristics questionnaires to Canadian producers, importers, foreign producers'exporters and purchasers
of oil and gas well casing. From the replies to the expiry review questionnaires and other sources, the
Tribuna’ s research staff prepared public and protected pre-hearing Saff reports.

The record of this expiry review conssts of al relevant documents, including the submissons and
expiry review questionnaire replies that were filed with the CCRA as pat of the Commissoner’s
investigation, the CCRA’s Protected Expiry Review Report and Satement of Reasons, as well as their
supporting documents, the notice of expiry review, confidentia replies to Part E of the domestic producers
expiry review questionnaire, public and confidentia replies to the market characteristics questionnaires, and
the public and protected pre-hearing taff reports. Also forming part of the record are the Tribuna’s 1996 and
1991 orders, the CIT’ s review finding and origina finding, as well as the public and protected pre-hearing
daff reports that were prepared for the 1996 review. All public exhibits were made available to interested
parties, while protected exhibits were provided only to independent counsel who had filed a declaration and
undertaking with the Tribunal in respect of the use, disclosure, reproduction, protection and storage of
confidentiad information on the record of the proceedings, as well as the disposal of such confidentid
information at the end of the proceedings or in the event of a change of counsdl.

Public and in camera hearingswere held in Ottawa, Ontario, from May 14 to 18, 2001.

The domestic producers, IPSCO Inc. (IPSCO), Prudentid Sted Ltd. (Prudentid), Algoma Seamless
Tubulars Inc. (ASTI) and Stelpipe Ltd. (Stelpipe), which participated in these proceedings with its parent
company Stelco Inc. (Stelco), were dl represented by counsdl at the hearing, argued that there was a
likelihood of injury to the domestic industry and, hence, supported a continuation of the order. A witness for
Algoma Stedl Inc. (Algoma), which was a domestic producer of casng until the first half of 1999, appeared
at the hearing.

Two importers of oil and gas well casing, Alberta Tubular Products Ltd. (ATPL) and Fedmet
Tubulars, a divison of Russel Metds Inc. (Fedmet Tubulars), and two exporters of the subject goods,
Paragon Industries, Inc. (Paragon) and Maverick Tube Corporation (Maverick), were represented by counsel
at the hearing. They submitted evidence and presented arguments supporting a continuation of the order.

An importer, Continental Qilfield Supply Canada (COSC), and a U.S. exporter, U.S. Sted
International (USS), were represented by counsdl at the hearing and presented arguments in support of a
recisson of the order. In the dternative, COSC and USSl requested that oil and gas well casing produced
and exported by USS| be excluded from the order.
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Two Korean sted producers, SeAH Sted Corporation (SeAH) and Hyundai HY SCO (Hyundal),
were a so represented by counsd at the hearing. They submitted evidence and presented arguments in favour
of arescission of the order in respect of oil and gaswell casing originating in or exported from Korea.

The Tribuna aso heard the testimony of a representative of PanCanadian Petroleum Limited
(PanCanadian).

SUMMARY OF INQUIRY AND PREVIOUSREVIEWS
CIT-15-85

The origind finding on casing was issued by the CIT on April 17, 1986. The CIT found that the
dumping of casing from Argentina, the Federd Republic of Germany (Germany), Korea and the United
States had not caused, was not causing, but was likely to cause materia injury to the production of like goods
in Canada.

R-7-86

The 1986 review, which was conducted by the CIT, was the first review of the 1986 finding. On
November 6, 1986, following a request made by IPSCO, the CIT excluded from its finding U.S. imports of
casng manufactured in Canada and re-imported into Canada from the United States by the Canadian
manufacturer either in the condition as exported from Canada or after having been threaded and/or coupled.

RR-90-005

The 1990 review, which was conducted by the Tribund, was the second review of the origina
finding. On June 10, 1991, the Tribuna concluded that the dumping of casing from Korea and the United
Stateswas likely to resumeif the review finding were rescinded and that such resumed dumping would likely
cause materia injury to the production of like goodsin Canada. With respect to Argentina and Germany, the
Tribuna concluded that resumed dumping of casing was unlikely. Accordingly, it rescinded the CIT' sreview
finding with respect to those two countries.

RR-95-001

The 1995 review was the third review of the origind CIT finding. The evidence adduced during that
review indicated that there was consderable excess capacity to produce casing in Korea and the United
States, while demand in the United States was shrinking and demand in Korea was virtudly non-existent. In
the United States, this had led to a consderable buildup of inventory. This buildup, in turn, had led to
consderable discounting, as inventory holders sold off inventory. The evidence also showed that, during the
review period, Korean exporters dumped casing and related products in the United States and other sted
products in Canada. The Tribuna was of the opinion that the evidence demongtrated that, should the finding
be rescinded, Korean and U.S. exporters would likely resume dumping casing in Canada.

The Tribund was persuaded that, in the face of competition with dumped products, ether the
industry would reduce its prices to retain market share, in which case unit prices would fall sgnificantly, or
the industry would reduce or diminate the production of casng where it was not price competitive, in which
case unit cogts would increase significantly. The Tribuna was of the view that both scenarios would have a
consderable negative impact on the industry’ sgross margins.
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Consequently, on July 5, 1996, the Tribuna concluded that, if the order were rescinded with respect
to imports into Canada of casng from Korea and the United States, dumping would likely resume and such
dumping would likely cause materid injury to the domestic industry.

PRODUCT
Definition and Description

The product that is the subject of this expiry review is defined as oil and gas well casing made of
carbon sted, having an outsde diameter ranging from 114.3 mm to 273.0 mm (4 1/2 in. to 10 3/4 in.)
inclusive, seamless or welded, plain end or threaded and coupled, supplied to meet APl specification 5A,
currently known as AP! specification 5CT, grades H40, J55 and K55, or proprietary grades manufactured as
subdtitutes for these specifications.

Casing fdls within a category of products commonly referred to as oil country tubular goods
(OCTG), which include drill pipe, casing and tubing. These OCTG are used in the drilling of wells and to
convey the oil and gas products to the surface. Casing is used to protect the walls of the bored hole from
collgpsing, both during drilling and after the well has been completed. Casing must be able to withstand
outsde pressure and internd yield pressures within the well. Also, it must have sufficient joint strength to
hold its own weight and must be equipped with threads sufficiently tight to contain the well pressure where
lengths are joined. Various factors limit the total amount of open hole that can be drilled at any one time, and
it may be necessary to set more than one string of casing concentricaly for certain portions of thewell depth.

Production Processand Didribution

Casing may be produced using one of two processes. the eectric resstance weld (ERW) process or
the seamless process. IPSCO, Prudentid and Stelpipe produce ERW casing, while AST1 produces seamless
casng.

ERW casing is produced by ditting flat hot-rolled sted in coil form (skelp) to the proper width
required to produce the desired diameter of pipe. The skelp is then sent through a series of forming rolls that
bend it into atubular shape. As the edges of the skelp come together under pressure in the find forming rolls,
an dectric current is passed between them. The resstance to the current heats the edges of the skelp to
welding temperature, and the weld is formed as the two edges are pressed together. The pipe is then cut to
length and tested. The finishing of ERW casing differs from one producer to another. IPSCO and Prudentid
finish the casing by sending it to their finishing line, where it is bevelled and threaded on both ends. They
then apply a coupling and coupling protector to one end of the casing and a thread protector to the other end
before the casing is ready for shipment. In the case of Stelpipe, because it produces only plain-end (green)
casng, the finishing process is done by the customer or a third-party processor that does the threading and
coupling of the plain-end casing.

Seamless casing is produced by first forming acentra cavity in asolid sted billet (shell). The shell is
then rolled on a retained mandrel and reduced in a stretch reduction mill to produce the finished size before
cooling on awaking beam cooling bed. The casing isthen sized, further cooled and threaded on both ends. A
coupling is applied to one end and tested. Thread protectors are gpplied, and the casing is then reaedy for
shipment.

Within the product range, the H40 and J55 grades are normaly made using the ERW process, and
the K55 grade, which has a higher tensle strength than the J55 grade, is generdly seamless, athough IPSCO
offers a welded product to compete with this specification (APl IK55). These three grades of casng are
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generdly used in shdlow wells. Most domestic wells, which are found predominantly in Western Canada,
are shdlow, averaging less than 1,200 m in depth. The K55 grade of casing can be used in deeper wells of
just under 3,000 m.

In these wells, surface casing, usudly in ERW H40 grade, is used in the upper 10 percent of the
depth. At lower depths, casing in J55 and K55 gradesis usualy used. In “sweet” environments (where there
are relatively low percentages of sulphur), ERW J55 grade casing is generdly used, whereas in “sour”
environments (where corrosive conditions exist because of higher sulphur content), the stronger seamless
K55 grade casing is generadly used, although some proprietary K grade ERW casing may be used in this
environment.

Generdly, the domestic producers sdll their casing to oilfield supply distributors that, in turn, sdl the
casing to end users. Some sales are made directly to large volume end users. Shipments of casing are made
primarily from stockyards or stock points that are Stuated throughout the magor petroleum exploration
regions. These stock points are owned and maintained by domestic producers, importers/distributors or
independent contractors. Most maor ailfield supply distributors aso supply products related to the drilling
trade, such as tubing, pump jacks, drill pipe, rods, pumping equipment and other drilling supplies, and stock
these standardized items at variouslocations close to the drilling activity.

DOMESTIC PRODUCERS

During the period of review, January 1, 1997, to September 30, 2000, the Canadian industry
conssted of five producers: IPSCO, Prudentia, Algoma, ASTI and Stelpipe.

IPSCO, which is a publicly traded company located in Regina, Saskatchewan, was incorporated
in 1956 under the name of Prairie Pipe Manufacturing Co. Ltd. It began producing casing in 1964 and has
gnce then expanded its manufacturing capabilities with the condruction of its own sed mill and the
congtruction and acquisition of tubular production facilities in Edmonton, Red Deer and Cagary, Alberta,
and Regina, Saskatchewan. The Regina, Calgary and Red Deer plantsare dl capable of producing casing, but
it is the Cagary plant that carries the mgority of the production. The Edmonton plant, which was aso
capable of producing casing, with an annua capacity of 105,000 tons of pipe, closed in 1999.

IPSCO produces ERW casing in the Szerange 4 /2 in. to 10 3/4 in. in H40, J55 and IK55 grades,
the latter grade being IPSCO’s proprietary grade that meets or exceeds K55 specifications, usng skelp
purchased from a variety of sources that are either related or unrelated companies. In addition to casing,
IPSCO produces carbon and dloy hot-rolled sheet and plate, hollow structurd sections (HSS), line pipe,
piling pipe, standard pipe, OCTG tubing and water well casing.

Prudentid, located in Cagary, Alberta, was incorporated in 1966. In 1975, its Mill 2 was
commissioned to manufacture OCTG, including casing in H40 and J55 gradesin szesfrom 2 3/8in. to 12 in.
In the same year, Prudentia was sold to Dofasco Inc. (Dofasco) of Hamilton, Ontario. In 1979, Prudentia
congtructed upsetting and threading facilities for its OCTG tubing. These facilities were replaced in 1985. In
1994, Dofasco sold Prudential through a public share offering on the Toronto Stock Exchange. From late
1994 through most of 1997, Mill 1 was closed, but was recommissioned later that year due to increased
demand for energy tubular products in Western Canada. The mill was again closed until late 1999 when
demand showed signs of recovery. In 1998, Mill 4, located in Longview, Washington, and operated by
Prudentid Stedl Inc., was commissioned and, in January 1999, it started producing OCTG and line pipe used
in the energy exploration sector, including the subject casing. In June 2000, Prudentia entered into a merger
with Maverick of Chesterfield, Missouri, which is a U.S. manufacturer, exporter and importer of OCTG,
including casing.



Canadian International Trade Tribunal -6- RR-2000-001

Prudentia purchases the mgority of its hot-rolled carbon sted coil used to produce casing in the sze
range4 1/2in. to 11 3/4in. in H40 and J55 grades from IPSCO Reginaand Dofasco. Mills 1, 2 and 3, located
in Cagary, produce casing, aswell as OCTG tubing, line pipe, HSS and ERW carbon steel pipe produced for
both energy and industria applications. Mill 4 produces OCTG and line pipe used in the energy exploration
sector.

Algoma owned and operated a seamless tube mill in Sault Ste. Marie, Ontario, from June 1, 1992, to
the firgt half of 1999, a which time it closed the mill. On September 15, 2000, Algoma entered into an
agreement with the newly formed ASTI for the long-term lease, with a purchase option, and operation of the
seamless tube mill. ASTI, which was established to take advantage of a perceived opportunity in the
Canadian market, started producing the like goods in November 2000. The company is owned by Siderca
Internationd ApS (Siderca Internationd) of Argentina and Tubos de Acero de México, SA (TAMSA) of
Mexico, which is controlled and owned by Siderca Internationa. Siderca Internationa is owned by Siderca
SAIC of Argentina, which, in turn, is controlled and owned by Techint SAIC of Argenting, an industrid
company with engineering and stedl entitiesin many countries. One of these entitiesis Techint Engineering
Company Inc. of Panama, which owns DST TubularsInc. (DSTT) of Calgary, Alberta, the master distributor
for the Damine SpA (Italy), Sderca and TAMSA products that complement ASTI's seamless casing
production. Sinceitsincorporation on February 9, 1999, DSTT has acted as the marketing entity in Canada of
Damine, Sdercaand TAMSA. DSTT has acted in this capacity for AST1 since the latter began production
in November 2000.

ASTI produces seamless casing in the Sze range 2 in. to 7 3/8 in. in K55 grade, using imported
billets or rounds from the United States, Mexico and Argentina. Other products being produced by ASTI
include seamless casing not subject to this expiry review, seamless line pipe used in industria applications,
such as upstream and downstream fluid conduction, refinery products, power generation products, and other
hot-rolled products used in the manufacture of mechanica components, such as hydraulic cylinders, auto
parts and bearings.

Stelco, which owns 100 percent of Stelpipe, was established in 1910. In 1962, pipe facilities were
purchased by Stelco and became part of the corporation. In 1984, the pipe and tube facilities comprisng
Page-Hersey Works, Welland Tube Works and Camrose Pipe Company (Camrose Pipe) were grouped and
managed as Selpipe. In 1992, 60 percent of Camrose Pipe was sold to Oregon Sted Mills, with Stelco
retaining a minority share. In October 1994, Stelpipe and Welland Pipe became separate legd entitiesin the
Stelco group of businesses. Stelpipe is the only company in the Stelco group of businesses that produces the
like goods. Stelpipe started producing oil and gas well casing in sze 4 1/2 in. in May 1994. In the fourth
quarter of 1997, it expanded its casing production range, which now includessizesup to 8 5/8in.

Stelpipe produces ERW casing as plain-end casing that must be finished by threading and coupling
by either the customer or athird-party processor. It produces casing in H40 and J55 grades, using coils that it
purchases from Stelco Hilton Works and Lake Erie Sted Company. Other products manufactured by
Stelpipe include commercid pipe, mechanica tubing, hollows for cold drawing, water well casing, coupling
rounds, HSS, other OCTG, conduits, aswell aslance, line, seamless, piling, nipple and sprinkler pipe.

IMPORTERSAND EXPORTERS SUPPORTING A CONTINUATION OF THE ORDER

ATPL, an importer and disgtributor of oil and gas well casng located in Cagary, Alberta, was
incorporated in 1990 to service and supply casing, tubing and line pipe to the western Canadian ailfield.
ATPL garted importing the subject goods in 1991. Prior to 1996, it imported dmost dl of its OCTG.
Since 1996, it has purchased significant quantities of casing from the domestic producers.
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Fedmet Tubulars, an importer and distributor of oil and gas well casing, is a divison of Russ
Metals Inc. (Russel Metds) located in Cagary, Alberta. It was formed in December 1988 to extend RussH
Metals product base to include the OCTG market. Russal Metals, in turn, owns Triumph Tubular & Supply
Ltd. in Cdgary, Alberta, adigtributor of products for the oil and gas market, and Pioneer Stedl & Tube Corp.,
adistributor of casng and line pipe in Denver, Colorado, which exports casing to Fedmet Tubulars. Fedmet
Tubulars gtarted importing ERW casing in 1989 from Maverick. During 1995, Fedmet Tubulars started
importing seamless casing from Rocky Mountain Stedl, a U.S. manufacturer. Other products imported by
Fedmet Tubularsinclude tubing and line pipe.

Maverick, a U.S. producer and exporter of OCTG, including ERW casing, was founded in 1978 in
the State of Delaware as Mechanical Tube Manufacturer. In 1980, the company converted its production to
OCTG. It began manufacturing line pipe in 1986, in the size range 2 3/8 in. to 4 1/2 in. and expanded its
range in 1987 to include Szes 6 5/8 in. to 8 5/8 in. In June 2000, Maverick commissoned a 16-in. mill in
Blytheville, Arizona, to expand itssizerangein al products. Finaly, on June 11, 2000, Maverick entered into
a definitive combination agreement with Prudential, one of the Canadian producers. The transaction was
completed on September 22, 2000. Maverick has production facilities in Blytheville, Arizona, where it
produces OCTG and industria products, such as line pipe, sandard pipe, piling pipe and HSS; in Conroe,
Texas, where it produces OCTG; and in Beaver Fdls Pennsylvania, where it produces cold-drawn
mechanica tubing.

Paragon, aU.S. producer and exporter of the subject goods, was incorporated in 1983 in the State of
Oklahoma. It produces OCTG, line pipe, structurd tubing and standard pipe. OCTG and line pipe are sold
primarily for use in the energy industry relative to the drilling and transportation of oil and natural ges.
Structurd tubing and standard pipe are used in various industries. Paragon’s primary customers are U.S. and
Canadian pipe digtributors.

IMPORTER AND EXPORTERS SUPPORTING A RESCISS ON OF THE ORDER

COSC, an importer and distributor of oil and gaswell casing located in Calgary, Alberta, entered into
businessin 1997. COSC dso imports OCTG tubing, line pipe, hollow carrier and mechanical tubing. COSC
is controlled 50 percent by 738006 Alberta Ltd. and 50 percent by 3008995 Nova Scotia Company. COSC is
the exclusve USS digributor for finished OCTG in Western Canada and the exclusive representative in
Canadafor the Continental Group of Companies.

USS, located in Fittsburgh, Pennsylvania, is the largest integrated steel producer in the United
States. USS is part of USX Corporation (USX), which was founded in 1901 and whose businessis divided
into two segments. the Marathon Group and the U.S. Sted Group. The Marathon Group is engaged in
worldwide exploration, production, transportation and marketing of crude oil and natural gas, while the U.S,
Stedl Group, which includes USS, is primarily engaged in the production and sale of sted mill products,
coke and taconite pellets. USSl produces dabs, hot-rolled, cold-rolled and corrosion-resistant products, pipe
and tubular goods, aswell astin mill products and plate products.

SeAH, founded in October 1960 and located in Seoul, Koreg, is a producer and exporter of stedl
products, including casing, stainless sted pipe and precoated meta sheets. It started producing casing in
October 1978 and, in January 1983, it installed another production line (Third Pohang Plant) to produce the
subject goods. SeAH does not sdll casing in the Korean market. It sdlls the subject and non-subject casing
only to export markets.

Hyundai, founded in 1975 and located in Seoul, Korea, manufactures various types of stedl pipe and
flat-rolled steel products for both the Korean and export markets. It produced and sold the subject casing
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from 1982 to 1990. Hyundai did not produce casing during the period from 1991 to 2000; itisonly in the first
quarter of 2001 that it re-entered the casing market by producing 2,400 metric tons of casing and sdlling its
casnginthe U.S. market.

POSI TIONSOF PARTIES
Domestic Producer sand Parties Supporting a Continuation of the Order

The domedtic industry submitted that a continuation of the order is necessary, as the resumed
dumping of the subject goods will cause materia injury to the producers. Regarding the likely volume of
subject goods, the domestic industry submitted thet, in view of the excess production capacity and the low
utilization rates in both the United States and Korea, dumping from those countries would resume in
ggnificant volumes. This was explained by reference to the high price sengtivity of the subject goods, the
huge available Korean capacity, as well as the low capacity utilization rate and the inventory buildup in the
United States. Relying on the evidence that the domestic industry was competing vigoroudy with U.S.
exports a norma vaues, IPSCO argued that any liquidation of U.S. inventory will result in intense
competition with the dumped imports. Prudentid and ASTI noted that the volume of subject goods
represents a sgnificant mgority of total imports and has recently increased. Basing its argument on the
Commissioner’s determination, the domestic industry submitted that the subject goods are dso likdly to be
dumped at sgnificant dumping margins. In response to the statements made by the Korean producers that
they will not sell to Canadaif the order expires, the domestic industry argued that thiswas smply implausible
inlight of the dumping history of this country.

It isthe domegtic industry’ s position that vulnerability to materia injury does not have to exigt for dl
domestic producers in the same way, since they will not be affected uniformly by the dumping. Prudential
and ASTI contended thet, if one significant producer is particularly vulnerable, it is sufficient to find that the
domedtic industry as a whole is vulnerable. Furthermore, reference was made to the Tribund’s decison in
RR-90-001,> in which the Tribunal stated that it relies more on evidence of what is likely to happen in the
market in the near term rather than in the long term. 1t was aso submitted that SIMA requires the Tribunal to
consder the cumulative effect of resumed dumping of the subject goods from al countries.

IPSCO submitted that the fact that the two largest producers are relatively hedlthy isirrelevant, asthe
inquiry should be focussed on the possibility of injury and not past or present injury. The domestic industry
argued that the market for tubular products, which istoday profitable, can quickly become unprofitable in the
face of dumped imports. It relied on testimony that the market, now at a peak, will experience an oversupply
due to the high inventory levels in the United States. IPSCO argued that, if the order is alowed to expire, it
will have an immediate impact, and injury will occur very quickly. Although market prices have shown some
recovery dnce late 1999, they are subject to immediate reversal, should the market soften or dumping
resume. For example, IPSCO submitted that its net income before taxes could drop by almost one half with a
10 percent price reduction or by two thirdsif this price reduction is accompanied by a reduction of the same
order in volume. Moreover, if the industry experiences, a the same time, a downturn in market demand, this
could trandate into losses. Taking into account the aready low pricing from the non-subject countries,
pricing for the subject goods will have to be lowered in order to compete, which will result in price erosion,
lost sles and, consequently, materid injury to the domestic industry.

IPSCO argued that the evidence indicates that at least two producers would go out of busness
immediately if the order were allowed to expire, and that the two others will be injured. It was ASTI’s

5. Certain Nickel and Nicke Alloy Seamless Tubing (review) (21 December 1990).
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pogition that this evidence should be consdered, particularly as, being in a startup phase, its financid
performanceisvery sengtive.

Regarding the requests for exclusion made by USSl and the Korean producers, the domestic industry
submitted that they were unjudtified in light of the Tribund’s usud practice of granting exclusions only when
aspecific product is not manufactured by the domestic producers.

ATPL, Maverick, Paragon and Fedmet Tubulars supported the domestic indusiry’s position. Their
principa arguments have been included in those of the domestic industry above.

Parties Supporting a Rescisson of the Order or Requesting Exclusions

SeAH and Hyundai

The Korean exporters requested that the Tribuna rescind its order in respect of the subject goods
from Koreaand, in the aternative, grant an exclusion for these two producers.

Contrary to the domestic industry’s contention, the Korean exporters submitted that the subject
goods are not commodity products. This flows from the evidence showing that the price is not the sole factor
governing purchasing decisons, the quality and the grade of the products being primary concerns.

In response to the argument that, in order to maintain full capacity utilization, the Korean producers
will have no choice but to sell the subject goods in Canada a dumped prices, they argued that there was no
evidence of any sgnificant volume of Korean subject goods waiting to be shipped. Bearing in mind that
Hyundai has no inventory of the subject goods and that the inventory of SeAH isinggnificant, it was argued
that the volume coming from Kores, if any, will be very small. Moreover, the evidence showsthat SeAH isa
highly profitable and technologically advanced company with a clear orientation to production for its home
market. The evidence further reveals that the subject goods play a minor role in the company’s overal
drategy and that SeAH has a high rate of capacity utilization. Hyundai, on the other hand, has experienced
week financid performance over the past two years and is uninterested in export markets. The Korean
producers noted that they have been totally absent from the Canadian market and that a substantial volume of
low-cost imports from non-subject countries was dready present. Therefore, the assumption that the expiry of
the order would result in a 10 percent price decline is unfounded, since imports from other countries will
insulate the domestic industry from injury by the subject goods.

In their view, weight should be given to the financid performance of the Canadian industry, which
has been very profitable in recent years and has good prospects for the immediate future. They argued that
Stelpipe' s performance was likely to improve considerably over the medium term, while ASTI has not been
in busness long enough to permit any conclusons. The Korean producers further submitted that the
international demand for the subject goodswill follow the increase in the worldwide drilling activities.

UssS

Should the Tribunal continue the order, it is USS’s postion that it should be excluded from that
continuation. USSl submitted that it was involved in neither the 1986 initid inquiry nor the last review and
that it has never been found to be injuriously dumping the subject goods in Canada Furthermore, USSI
emphasized that it had never been involved in other dumping cases of tubular products. It also pointed out
that, in RR-90-005, the Tribund had rescinded its order in respect of a specific producer, Siderca. USSl dso
argued that it controlsthe volume and pricing of its exportsto Canada
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ANALYSS

As part of the Tribund’s first expiry review under the new SIMA provisons, the CCRA examined
the question of the likelihood of resumed dumping in Canada of casing originating in or exported from Korea
and the United States. On February 16, 2001, the CCRA determined that such a likelihood existed and,
consequently, the Tribuna now hasto decide whether the expiry of the order islikely to cause materia injury
to the domestic industry. In rendering its decision, the Tribund is of the view that it must focus on
circumstances that can reasonably be expected to exist in the near or medium term.

Like Goods

Subsection 2(1) of SIMA defines“like goods’, in relation to any other goods, as.

(8 goodsthat areidentica in dl respectsto the other goods, or
(b) inthe absence of any goods described in paragraph (a), goods the uses and other characteridtics of
which closdly resemble those of the other goods.

The product that is the subject of this expiry review is oil and gas well casng made of carbon sted,
welded or seamless. The evidence in this case indicates that any technica differences between seamless
casing and welded casing are confined to the methods of production and that seamless casing is subgtitutable
for ERW casinginvirtualy dl applications. Although the reverse does not necessarily hold, in the Tribund’s
view, the products, for the purposes of this expiry review, are like goods. They are o price competitive in
the on-shore shalow-well market. The evidence further shows that, for each APl specification, domestically
produced oil and gas well casing products compete with, have the same end uses and, with the above cavest,
can be substituted for the subject goods whether they are manufactured using the ERW or seamless process.

Therefore, the Tribuna concludes, asin past reviews, that both seamless and welded oil and gaswell
casing produced by the domestic industry, defined in the same manner as the subject goods, condtitute like
goods to the casing imported from Korea and the United States.

Cumulation

Subsection 76.03(11) of SIMA provides that the Tribuna shal make an assessment of the
cumulative effects of dumping, if the Tribunal is satisfied that this is appropriate, consdering the conditions
of competition between the subject goods with each other and with the like goods.

In argument, the domestic indusiry submitted that SIMA requires the Tribund to consder
cumulatively the effect of resumed dumping of the subject goods from al countries. It was further argued that
al the prerequisite conditions to cumulate exist in the present expiry review.

The Tribuna examined the conditions of competition between the subject goods with each other and
with the like goods. The evidence in this expiry review does not indicate to the Tribund that the dumped
goods from the subject countries compete under the same conditions either with each other or with the like
goods in the Canadian market. Specificaly, the subject goods from Korea have not been in the Canadian
market and, thus, have not competed with the like goods or the U.S. subject goods for at least a decade. As
the witness for the Tribuna noted, the Korean product is unknown in the market and would, therefore, not be
used by the largest exploration company and the biggest buyer of casing in the Western Canada Sedimentary
Basin. Such end users need to approve a product from anew source after Site visits confirm that specification
requirements have been met and to receive a guarantee of the quality and availability of the new products®

6. Transcript of Public Hearing, Val. 3, 16 May 2001, a 570 and 583-36.
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Given this evidence, and the smilar evidence of other mgor exploration companies, that the risk istoo high
to use an unknown product in the drilling business, even if it has an AP rating,” the Tribunal does not
congder the conditions of competition to be the same for the Korean product as between the Canadian and
well-known U.S. product. In light of the foregoing, the Tribunal is satisfied that it is not appropriate to make a
cumulative assessment of the likely effect on the domestic industry of a resumption of the dumping of
imports of casing from the two named countries.

Retardation

Subsection 76.03(10) of SIMA provides that the Tribund shal determine whether the expiry of the
order or finding in respect of the subject goodsis|likely to result in injury or retardation.

Subsection 2(1) of SIMA defines “retardation” asfollows:
meaterid retardation of the establishment of adomestic industry.

In previous cases® the Tribunal found that, because the goods in issue were being produced in
Canada, there could be no retardation of a domestic industry. Similarly, in the present case, the evidence
shows that oil and gas well casing is produced in Canada and that there is an established domestic industry
that producesthe like goodsin Canada

The evidence indicates that, snce November 2000, ASTI has been a producer of like goods and, as
such, has become a part of an established domestic industry. Accordingly, the Tribuna finds that there can be
no retardation of adomestic industry.

Likelihood of Injury

In examining the likelihood of injury, the Tribund may consder a broad range of factors, as
prescribed by subsection 37.2(2) of the SIM Regulations. In this expiry review, the Tribuna considered a
number of factors relating to market conditions in Canada, the subject countries and worldwide, including:
(1) the recent and likely performance of producers of casing in Canada and the subject countries,
(2) developments in the demand and supply of casing in Canada and the subject countries; (3) the capacity of
Canadian and foreign mills to produce casing; (4) the recent and likely volume and prices of imports of
casng into Canada from the subject countries; and (5) the subject countries exports of casing and related
ged products to other countries and the existence of anti-dumping actions in other jurisdictions concerning
these exports.

Oil and GasWdl Casng Market

The Tribund has developed its analysis from its understanding of the basic factors driving the casing
market in Canada, the United States and the rest of the world.

It isclear to the Tribunal, and parties agreed, that the oil and gas well casing market has been highly
cyclica. Demand for casing is driven by the number of wells being drilled and the depth of those wells. In
turn, the level of drilling activity is dependent on the current and anticipated prices for oil and naturd gas,
which can be, and often are, volatile. In such a context, the evidence suggests that the domestic production of

7. Transcript of Public Hearing, Vol. 3, 16 May 2001, at 542-44; Tribuna Exhibits RR-2000-001-26.01, 26.06 and
26.10, Adminidrative Record, Vaol. 5.3 & 43, 87 and 135-36, respectively.

8. See for example, Preformed Fibreglass Pipe Insulation (inquiry) (19 November 1993), NQ-93-002; Fresh Garlic
(inquiry) (21 March 1997), NQ-96-002.
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like goodsi's determined on the basis of projections developed by gas and ail producers.” Producers of casing
face a chalenge in anticipating demand and, consequently, determining their levels of production and
inventory. The amount of inventory held by producers, distributors and end users also affects the market.™
Three-month forecasting seems to be the norm and, typicaly, casng producers would have readily available
a three-month supPIy a al times. This sysem would gppear to control any overproduction and large
inventory buildup.™ A rapid surge in demand or sustained growth can make it problematic for them to meet
demand, unless there is sufficient inventory on hand. A sustained decline in demand, on the other hand, can
leave them with excess inventory, leading to production curtailments. Nevertheless, domegtic producers
appear to have the ability to adapt quickly to changesin demand.

With respect to oil and natura gas prices, it is clear that they were volatile during the period of
review. For example, in 1997, the West Texas Intermediate (WTI) spot price for oil per barrel averaged
US$20.64, before it declined to US$14.44 in 1998. The average spot price for oil started to rebound in 1999,
when it moved from US$19.25 to US$31.49 in the third quarter of 2000. The spot price for gas per million
British therma units (MMBtu) followed a smilar trend in that period. In 1997, it averaged US$2.40, then
declined to US$1.96 in 1998 before it gtarted its recovery to reach US$4.31 in the third quarter of 2000. The
a/eragelzzAlbena spot price for gas, on the other hand, registered an increase in every year of the review
period.

Market Conditionsin the Subject Countries

The Tribund’ s analyss of whether aresumption of dumping is likely to cause injury to the domestic
industry includes an assessment of what the market conditions for casing have been in the subject countries,
which, inthis case, are sgnificantly different.

—  United States

The United States accounts for the biggest share of world drilling volumes. It consumes about half of
the world's OCTG products, which include casing. U.S. domestic sdles of casing and related pipe products
were strong in 1997 and dropped in 1998 and 1999. The utilization rates of the U.S. producers followed a
gmilar trend. It was not until the first nine months of 2000 that U.S. producers could see improvements in
their domestic sales and capacity utilization rates™ In 2001, exploration companies in the United States are
expected to drill approximately 33,000 wells, usng between 1,200 and 1,300 rigs, which is an increase of
between ?41 and 42 percent over the 918 rig count of 2000 and approaches the maximum number of rigs
avallable.

Looking at the issue of capacity to produce casing and related pipe products, the domestic industry
submitted that the United States continues to have sufficient freely disposable capacity to flood the Canadian
market with dumped goods and that this danger is heightened by the ease of transportation and distribution
into the western Canadian market. During the first nine months of 2000, U.S. aggregate capacity was

9. Transript of Public Hearing, Val. 1, 14 May 2001, a 78-79, 83, 93-94, 142 and 193.

10. Tribunal Exhibit RR-2000-001-20.04, Adminigtrative Record, Val. 5.1C a 165.

11. Tribuna Exhibit RR-2000-001-34, Adminidrative Record, Val. 1 a 294; Transcript of Public Hearing, Vol. 3, 16
May 2001, at 431 and 479.

12. Tribuna Exhibit RR-2000-001-34, Administrative Record, Vol. 1 & 297 and 305.

13. Transcript of Public Hearing, Vol. 3, 16 May 2001, at 466; Public Pre-hearing Saff Report, Tribund Exhibit RR-
2000-001-05, Adminidrative Record, Vol. 1A & 106.

14. Transcript of Public Hearing, Vol. 3, 16 May 2001, at 463-65 and 473; Tribunad Exhibit RR-2000-001-34,
Adminigirative Record, Vol. 1 at 289 and 297.
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esimated at 3.8 million net tons for casing and related pipe products. For the same period, U.S. casing
production, segregated from other OCTG production, was close to 700,000 net tons."®> The evidence shows
that, in the early part of 2001, the U.S. industgy was running at about 65 percent of capacity for its OCTG
products, which include the subject goods.'® In the Tribund’s opinion, this is not untypical capacity
utilization when demand is strong and growing.

The domestic industry dso dated that there has been, since 2000, a sgnificant buildup of U.S.
inventory that creates an “overhang” and threatens the Canadian industry. According to the domestic
industry, in December 2000, OCTG inventory reached 1.5 million net tons*” In the first two months of 2001,
OCTG inventory continued to build in the United States at a monthly rate of about 30,000 to 35,000 net
tons*® The domestic industry submitted that this U.S. inventory buildup represents at least Six months of
sdes, whichisfar above the normd inventory carried in the OCTG market.

The domestic industry’ s submissions were based on the March 2001 Preston Pipe & Tube Report.
However, according to that report, inventory growth is not drastically outrunning consumption, but rather is
keeping pace with it. In fact, the inventory buildup is only reacting to current strong demand and rig activity
and pogtive growth forecasts for the immediate and medium term. Data in the report also show that U.S.
inventory has grown less rgpidly than production and total supply, including imports. Furthermore, the report
indicates that, due to the beginning of an extended order book for U.S. production of line pipe, which is
manufactured on the same equipment used to produce OCTG products, including casing, U.S. OCTG
producerswill have amore stable price structure and less direct competition.™ In addition, the Tribunal notes
that, although casing is a subset of OCTG products, there is no fixed or predictable ratio between their
volumes in any given inventory Stuation. Therefore, reliable information indicating the volumes of casing
cannot be derived from evidence relating to OCTG volumes. This makes it very difficult to say how much
influence the inventories might have on possible futureinjury.

— Korea

With respect to Kored's capacity to produce casing, the Tribuna heard conflicting evidence. The
domedtic industry dtated that, with five APl certified producers of OCTG, Korea had sufficient casing
capacity to saturate the Canadian market. The domestic industry added that Korean OCTG capacity was
esimated at 3.483 million net tons. SeAH and Hyundai indicated, on the contrary, that they were the only
two companies capable at present of producing AP standard OCTG® and that their combined potential
OCTG capacity was approximately 1 million net tons. They submitted that most of that capacity was devoted
to the production of other more profitable products

The Tribuna accepts the firs-hand evidence supplied by the Korean producers that only those two
companies are capable of producing the subject goods. However, the question facing the Tribuna isless one

15. Public Pre-hearing Saff Report, Tribuna Exhibit RR-2000-001-05, Adminidirative Record, Val. 1A & 106.

16. Transcript of Public Hearing, Vol. 3, 16 May 2001, at 483; Public Pre-hearing Saff Report, Tribund Exhibit RR-
2000-001-05, Adminigrative Record, Vol. 1A a 106; Tribund Exhibit RR-2000-001-21.03 (protected),
Adminigrative Record, Vaol. 6.1A &t 214.

17. Manufacturer’ s Exhibit D-02, Attachment 4 a 14, Administrative Record, VVol. 9A.

18. Transcript of Public Hearing, Val. 3, 16 May 2001, at 460.

19. Manufacturer’ s Exhibit D-02, Attachment 4 at 3 and 14, Administrative Record, Vol. 9A.

20. Transcript of Public Hearing, Vol. 4, 17 May 2001, a 615-18; Tribuna Exhibit RR-2000-001-20.08B,
Adminigrative Record, Vol. 5.1F a 167-68; Tribuna Exhibit RR-2000-001-03A, Adminidrative Record, Vol. 1 a
250.

21. Exporters ExhibitsK-04 and L-04, para. 28, Adminidtrative Record, Vol. 11.
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of the absolute capacity to produce the subject goods than one of whether and to what extent such capacity
might be used to ship the subject goods to Canada. In addition to being able to manufacture casing on its
production lines, SeAH isaso capable of producing other OCTG, aswell as pipe products, such asline pipe,
gandard pipe, mechanicd pipe, structural pipe, pipe for redrawing and pipe pile. Its OCTG products
represent a very small proportion of that production and its casing, a minute proportion. In the case of
Hyundal, it is capable of producing a smilar range of products, but it is reducing |ts capeuty for casng and
pipein general and isrestructuring to reposition itself asa cold-rolled steel producer.?

The Korean pipe market has fared well in recent years and is currently much more profitable than
in 1986 when the finding was first put in place. Before 1988, 65 percent of Kored's pipe production was
exported, and the remaining 35 percent was sold in its domestic market. However, since then, the Stuation
has reversed, with Korea producing 65 percent of its pipe for its domestic market and 35 percent for export
markets. One underlying reason is that, following the Asan economic criss, the Korean economy has been
recovering steadily since 1999.2

Nether SeAH nor Hyunda has exported the subject casing to Canada since a least 1991, and there
isno evidence that SeAH and Hyundai have been gpproached by Canadian importers to supply the Canadian
market in casing.?* Furthermore, SeAH and Hyundai produce to order and do not carry inventory.?®

SeAH has not exported the subject casing to Canadain 15 years and testified that it has no plans to
do o in the future, as it is not engaged in any marketing activities in the Canadian market.?® Furthermore,
SeAH's OCTG production represents only 2 percent of its total production capacity, while its casing
production represents between 0.3 and 0.4 percent of the company’s production capacity. Out of that total
production capacity distributed among seven production lines, only two lines can be used to produce the
subject casing, and those lines are now running at essentialy full capacut}/ producing line pipe, standard pipe
and dructura pipe, which are more profitable than the subject goods’ In addition, SeAH did not export
OCTG products to Canada during the review period.?® SeAH’s sales of OCTG products to the United States
were sgnificant but dropped by almost heif |n 1999 and a further two thirds in 2000, as SeAH shifted its
exports of OCTG products to other markets®

Hyundai neither produced oil and gas well casing nor exported it to Canada or any other country
during the period 1991-2000. In thefirst quarter of 2001, Hyundai shipped asmall volume of oil and gaswell
casing (2,400 metric tons) to the United States. Despite the capacity to do o, in terms of both plant utilization
and the absence of trade remedy actions, Hyundai has not followed up this one order with subsequent

22. Transcript of Public Hearing, Vol. 4, 17 May 2001, at 613-14, 621, 645 and 706.

23. Transcript of Public Hearing, Vol. 4, 17 May 2001, & 612-13; Tribund Exhibit RR-2000-001-20.08A,
Adminigirative Record, Vol. 5.1F a 4, 5 and 32 and Tribuna Exhibit RR-2000-001-20.08B, Administrative
Record, Vol. 5.1F at 181; Exporters Exhibits K-04 and L-04, para. 45, Administrative Record, Vol. 11.

24. Transcript of Public Hearing, Vol. 2, 15 May 2001, at 280; Tribuna Exhibit RR-2000-001-03A, Adminidrative
Record, Val. 1 a 251; Exporters Exhibits K-02, para. 4, and K-04 and L-04, para 102, Adminigtrative Record,
Voal. 11.

25. Transcript of Public Hearing, Val. 4, 17 May 2001, a 625 and 697-98.

26. Transcript of Public Hearing, Val. 4, 17 May 2001, at 618-19.

27. Transcript of Public Hearing, Val. 4, 17 May 2001, a 614 and 645; Tribund Exhibit RR-2000-001-20.08,
Adminigirative Record, Vol. 5.1E & 8.

28. SeAH made oneinfinitesma shipment of 389 net tons of tubing in the fourth quarter of 2000. Transcript of Public
Hearing, Vol. 4, 17 May 2001, at 648; Manufacturer’ s Exhibit A-03, Attachment 2, Adminidrative Record, Val. 9;
Exporter's Exhibit L-01 (protected), para. 7, Administrative Record, VVol. 12.

29. Exporter’sExhibit L-01 (protected), para. 7, Administrative Record, Val. 12.
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shipments. Despite financid difficulties and its access to world OCTG markets, Hyundai has exported
virtudly no subject goods to any country in over adecade® Moreover, the Tribunal heard evidence that the
company, which used to be caled Hyundai Pipe Co. Ltd., has changed its name and is in the process of
changing its product mix and planning to sell off its pipe capacity.**

Taking into account the Koreans current production levels of casing, ther restricted unused
capacity, their concentration of sales of pipe in their domestic market and sales of OCTG in other than the
North American market, the Tribuna isof the view that there would need to be amgjor change in the Korean
producers production and marketing practices before sgnificant volumes of casing could be available for
sdeto Canada

Market Conditions and Recent Performance of the Canadian Industry

The conditionsin the Canadian market could aso play arole in the volume and prices of imports of
the subject goods. The year 1997 was a strong year for the Canadian casing market.*? During that banner
year, the Canadian producers registered domestic shipments of 383,788 net tons in a market of 497,702 net
tons, which trandates into a 77 percent market share. The domestic producers were able to increase their
market share during the review period and capture 81 percent of the Canadian market in 20003 As showniin
the following table, the domestic producers saw the Canadian casing market shrink between 1997 and 1999,
from 555,752 net tons to 292,908 net tons. In the first nine months of 2000, however, the market grew by 79
percent to 322,138 net tons over the corresponding period in 1999. The domestic producers sdes of casing
followed asmilar trend, decreasing by 44 percent in 1998 over 1997, and by an additiona 6 percent in 1999
before increasing by 73 percent during the first nine months of 2000 over the corresponding period in 1999,
Thistrend broadly reflects what was happening in the oil and gas market, where priceswere volatile.

30. Transcript of Public Hearing, Val. 4, 17 May 2001, at 695-96.

31. Exporter’sExhibit K-02, para. 3, Administrative Record, Vol. 11.

32. Transcript of Public Hearing, Val. 2, 15 May 2001, at 266.

33. Manufacturer's Exhibit D-02, Attachment 1, Adminidrative Record, Vol. 9A. Satidics Canada data vary
somewhat from the data compiled by the Tribund in its pre-hearing staff report; however, both series of numbers
show asimilar trend.

34. Public Pre-hearing Saff Report, Tribunal Exhibit RR-2000-001-05, Administrative Record, Val. 1A at 30.
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Summary of Statistical Data
Jan.-Sept.  Jan.-Sept.
1997 1998 1999 1999 2000
Apparent Market
Volume (net tons) 555,752 325,992 292,908 179,817 322,138
Vdue ($000) 533,372 327,725 276,14 167,275 325,978
Unit Vdue (¥/net ton) 960 1,005 A3 930 1,012
Domestic Producers Capacity
Utilization (%)
Oil and GasWdll Casing 32 16 17 13 28
Other Products 41 49 43 44 37
Domestic Producers Market
Share (%) 77 77 80 N/A 81t
PERCENT CHANGE
Gross Margin ($000) (41 2 111
Net Income Before Taxes ($000) (55) 21 133
GrossMargin ($¥/net ton) 5 8 22
Net Income Before Taxes ($/net
ton) (20) 28 A
Note:
1. Thisfigureisfor thefull year 2000.
Source: Public Pre-hearing Saff Report, Tribuna Exhibits RR-2000-001-05 and RR-2000-001-05A, Adminidrative
Record, Val. 1A at 30, 32, 34, 46 and 110; Protected Pre-hearing Saff Report, Tribuna Exhibit RR-2000-
001-06 (protected), Administrative Record, Vol. 2A a 46; Manufacturer’s Exhibit D-02, Attachment 1,
Adminigtrative Record, VVol. 9A.

The domestic producers capacity utilization rate for the like goods followed the fluctuations of the
Canadian market. The domegtic producers utilized as little as 16 percent of their capacity in 1998 and as
much as 32 percent of that capacity in 1997. When comparing the first nine months of 2000 to those of 1999,
the domestic producers saw their capacity utilization rate increase from 13 to 28 percent, which iscloseto the
utilization rate achieved in 1997.% Testimony confirmed that these rates of capacity utilization continued into
the fourth quarter of 2000.%°

Evidence on the record and testimony show that the domestic industry’s production capacity for
casing and related pipe products was never fully utilized, even during very good yearslike 1997. On the basis
of testimony, the Tribunal is of the view that the domestic industry, like the U.S. industry, is not expected to
achieve 100 percent of capacity utilization due to the fact that different goods are being produced on the same

35. Public Pre-hearing Saff Report, Tribund Exhibit RR-2000-001-05A, Adminidrative Record, Val. 1A & 110. If
ASTI's numbers were removed from the capacity utilization rate caculation for the first nine months of 2000
because it did not start producing the like goods until after the end of that period, thet is, in November 2000, the
three remaining domestic producers would achieve a utilization rete of 34 percent, thereby surpassng the utilization
rate that the domestic producers achieved in the 1997 banner year.

36. Transcript of Public Hearing, Vol. 2, 15 May 2001, a 299-301.
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equipment.®’ The domestic producers must choose which product to produce at any given time based on
profitability, their commitments to the different markets and the relative strength of demand in those markets,
aswell astheir relationshipswith their cusomers.

Prices in the Canadian market are set by the domestic producers® Average prices of casing
fluctuated much less than the volumes of casing sold in the Canadian market. In 1998, when the market was
in a sharp downturn, average prices increased by 5 percent over 1997. They then decreased by 6 percent
in 1999 before increasing by 9 percent in the first nine months of 2000, when compared to the corresponding
period in 1999.

With regard to the market share captured by the domegtic producers, the public information available
to the Tribunal indicates that it remained fairly constant during the review period, averaging close to 79
percent.® Although the magnitudes are different, these numbers follow atrend similar to that of the market
shares that the Tribuna calculated on the bass of confidentid/protected information that it obtained on
dometic production and imports.*°

While gross margins and profits decreased sgnificantly in 1998, as the demand for casing declined
with decreasng oil prices, podtive margins and prices per net ton were gill achieved by the domedtic
industry. As the demand recovered, the domestic industry’s overdl financid results showed sgns of
improvement in 1999 before flourishing during the first nine months of 2000. The positive margins per net
ton throughout the period, regardless of fluctuationsin the marketplace, reflect the margins that the domestic
industry can capture when the cogts of its inputs decrease and aso reflect its ability to keep prices up even
when volumes are low.

The Tribuna notes that, despite the volatility of the Canadian casng market, Stelpipe decided to
enter the market in 1997 because it felt that the pricing of this product was better than the pricing of other
pipe productsthat it sold. The Tribunal observes that, despite the fact that Stelpipeis a a disadvantage in the
Canadian market dueto itslocation and the fact that it has produced only plain-end casing, Snceitsentry into
the Canadian market, it has, nevertheless, increased its position, capturing between 5 and 10 percent of the
market.*" Either its pricing played arolein this capture of market share, which it denies, or afactor other than
price dlowed it to gain market share. Stelpipe has dso enhanced its postion by exporting to the casing
market in the eastern United States.*? Similarly, the basic attractiveness of the Canadian casing market was,
inthe Tribund’ s view, a postive condderation in the entry of ASTI into the market.

If projections for oil and natural gas prices materidize, the demand for casing used inwell drilling in
the internationd, U.S. and Canadian markets is likely to be at levels not experienced since the early 1980s.
This can only have a postive impact on the Canadian market and its domestic producers of casing. Overal,
the domestic industry seemsto be well positioned for the future, especidly given the forecasts for oil and gas
prices. In fact, it is hard to imagine the domegtic industry being in any better position than at present. The

37. Transcript of Public Hearing, Val. 1, 14 May 2001, a 30-31, 58-59 and 71, and VVadl. 2, 15 May 2001, at 236-37
and 312-13.

38. Transcript of Public Hearing, Val. 3, 16 May 2001, at 441.

39. Manufacturer's Exhibit D-02, Attachment 1, Administrative Record, Vol. 9A.

40. Protected Pre-hearing Saff Report, Tribund Exhibit RR-2000-001-06 (protected), Adminigtrative Record,
Vol.2A a 33.

41. Transcript of Public Hearing, Val. 2, 15 May 2001, at 229.

42. Transcript of Public Hearing, Val. 2, 15 May 2001, at 230 and 265.
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Tribuna finds that the domestic industry has demondtrated its ability to operate in a highly volatile market.
For example, during the ups and downs of the market, it maintained its market share and its prices, aswell as
ardatively strong financia performance.

Market Forecast

Projectionsfor oil and natural gas prices are promising and, if the past is any guide to the future, will
trandate into strong demand for casing in the foreseeable future. For the period 2001-2005, oil prices are
forecast to be within the OPEC set target of US$20-US$25/barrel and could very well exceed the upper end
of that range.®® At prices above US$19-US$20, oil and gas exploration companies continue or increase their
drilling programs** Natural gas prices are forecast to be between US$4.00 and US$5.68/MMBtu, which isa
price much above the US$2.40/MM Btu regjstered during the 1997 banner year.*®

With respect to worldwide projections for the total metres drilled and number of rigs used to drill
wells, forecadts for 2001 call for 103.1 million metres being drilled, which is a 7 percent increase over
the 1997 volume of 96.3 million metres*® Projections for rig count in the United States are for an average of
1,211 activerigsin 2001, 1,200 in 2002 and 1,109 in 2003. Thereis amaximum of approximately 1,300 rigs
in an aging fleet that can be put into service in the United States*’ Projections for rig count in Canada are for
373 activerigsin 2001, 384 in 2002 and 396 in 2003, which meet or surpass the 374 rigs that were active in
the 1997 record year.*® International drilling activity is expected to rise 17 percent in 2001, while Canadian
drilling is forecast to grow gradually throughout the period 2001-2005.%° The major problem isalimit on the
availability of rigs, not the demand to drill.>

Likely Volume and Prices of the Subject Imports

The Tribunal notes that there was no surge of casing imports into the Canadian market during the
review period either when the market was strong or when it was weak. In fact, imports showed no consistent
pattern during the period. The volume of imports from the United States decreased in every year of the
review period, save the first nine months of 2000 when demand in the Canadian market was &t its strongest.
With respect to imports of casng from non-subject countries, they showed a smdl increase in 1998
over 1997, before decreasing in 1999.>" While non-subject imports increased significantly during the first
nine months of 2000, DSTT, the marketing agent for ASTI, was responsible for amgjor part of those imports.
It imported casing from related sources in Argentina and Mexico to fill the void left by the closure of

43. Transcript of Public Hearing, Val. 1, 14 May 2001, at 185-87; Tribuna Exhibit RR-2000-001-12.04 (protected),
Adminigirative Record, VVol. 4D &t 15; Tribuna Exhibit RR-2000-001-34, Adminidirative Record, Vol. 1 a 297.

44. Tribund Exhibit RR-2000-001-34, Adminigrative Record, Vol. 1 a 297; Transcript of Public Hearing, Val. 1, 14
May 2001, at 185-87, and VVol. 3, 16 May 2001, & 547-49.

45, Tribuna Exhibit RR-2000-001-34, Adminisirative Record, VVol. 1 a 297.

46. Transcript of Public Hearing, Val. 1, 14 May 2001, at 186-87; Tribuna Exhibit RR-2000-001-12.04 (protected),
Adminigirative Record, Vol. 4D & 15.

47. Tribund Exhibit RR-2000-001-34, Adminigrative Record, Vol. 1 & 294-95 and 297; Transcript of Public
Hearing, Vol. 3, 16 May 2001, at 463.

48. Tribuna Exhibit RR-2000-001-34, Adminisirative Record, VVol. 1 a 305.

49. Tribund Exhibit RR-2000-001-34, Adminigrative Record, Vol. 1 a 289-90; Public Pre-hearing Saff Report,
Tribuna Exhibit RR-2000-001-05B, Adminisirative Record, Vol. 1A & 114.

50. Transcript of Public Hearing, Vol. 3, 16 May 2001, at 476, 487, 550 and 552; Tribuna Exhibit RR-2000-001-34,
Adminigtrative Record, Vol. 1 at 289.

51. Public Pre-hearing Saff Report, Tribunal Exhibit RR-2000-001-05, Administrative Record, Val. 1A at 24.
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Algoma s seamless mill.> It will continue to import seamless casing from Argentinaand Mexico, but only in

sizes and grades outside ASTI’s range>® As aready noted, there have been no imports of oil and gas well
casing from Koreasince 1991.

On the question of inventory overhang in the United States, the Tribunad notesthat itismirrored by a
buildup of inventory by Canadian producers and distributors. Thisis occurring on the strength of projections
of continuing high levels of activity. While the domestic industry submitted that, despite forecasts of strong
demand, the gSituation can change suddenly, the Tribuna notes that decisons by domegtic producers to
increase inventories suggest that they believe that these forecasts are plausible, at least for the medium term.
Moreover, even if the Situation changed dramaticdly for the worse, the Tribund is puzzled as to who in
Canada would buy the U.S. inventory. As noted, the Canadian producers and distributors al have inventory
of their own built up in expectation of strong market demand. They will first want to get rid of their own
inventories. And while some brokers and traders may buy “fire sale’ priced product from the United States,”
the Tribuna heard evidence that the drilling companies are not likely to switch quickly or easly to an
insecure source.™ It ismost likely that oil and gas priceswill stay elevated and that the U.S. casing producers
and digtributors will continue to serve their own market, thereby leaving little incentive for U.S. producersto
increase their sales of caang in the Canadian market by lowering their pricesto capture abigger share of that
market. The Tribunal observesthat, while U.S. casng was present in the Canadian market during the review
period, its share of that market decreased throughout the period.

Moreover, the low Canadian dollar makes U.S. imports expensive®” Price, the Tribund heard, is
third, fourth and even fifth on thelist of criteriawhen purchasing decisions are made.>® Ongoing relationships
with suppliers are also important.™ It is, therefore, unlikely, in the Tribuna’s view, that a temporary price
drop would dictate purchasing decisions. From the evidence, it gppears unlikely that end users, the drilling
and exploration companies, would risk losing their established relationships with domestic casing producers
in favour of short-term gain.®® Accordingly, the Tribunal does not expect that significant volumes of casing
from the United States will enter the Canadian market a low prices. Furthermore, with Canadian domestic
inventories high, it would seem unlikely, in the Tribund’ s opinion, that a rash of imports would immediately
didodge these inventories, even at discounted prices, and that the “here-today, gone-tomorrow dumpers’
would do businessin the Canadian market.

The Tribund’ sanalysis of the conditions facing the Korean producers leads the Tribunal to conclude
that the volume of any imports from Koreaiis likely to be smal in the foreseesble future. As aready noted,
SeAH and Hyundai are the only two Korean producers capable at present of producing the subject goods.
Neither company has exported the subject casing to Canada since at least 1991 nor does either one have any
plansto do so. SeAH and Hyundai produce to order and do not carry inventory. Furthermore, it can take up to
gx months before Korean casing can enter the Canadian market, from the time a Korean company receives

52. Protected Pre-hearing Saff Report, Tribund Exhibit RR-2000-001-06 (protected), Administrative Record,
Vol. 2A at 24; Transcript of Public Hearing, Val. 2, 15 May 2001, at 350, 372 and 399-401.

53. Transcript of Public Hearing, Vol. 2, 15 May 2001, a 402, 404 and 408.

54. Transcript of Public Hearing, Val. 1, 14 May 2001, at 145, 177-78, 183-84 and 211.

55. Transcript of Public Hearing, Val. 1, 14 May 2001, at 138.

56. Transcript of Public Hearing. Val. 3, 16 May 2001, at 571-72.

57. Transcript of Public Hearing, Vol. 3, 16 May 2001, at 424 and 590.

58. Transcript of Public Hearing, Val. 3, 16 May 2001, at 554.

59. Transcript of Public Hearing, Val. 1, 14 May 2001, at 78, and Val. 3, 16 May 2001, at 510, 531 and 538.

60. Transcript of Public Hearing, Val. 3, 16 May 2001, at 570-72.
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an order to the time that a potential customer might receive the casing in Canada.® This six-month lag time,
partly due to the geographicd distance, makes it very difficult for Korean mills to maintain a close
relationship with their customers and meet their needs or requirementsin avery short period of time®*

Furthermore, as mentioned earlier, SeAH’s production lines are currently used to manufacture
products other than the subject goods. Only two out of SeAH’ s seven lines can be used to produce the subject
casing, and that production represents a very smdl proportion of its overdl production. As regards Hyundai,
the Tribunal has dready noted that it made only one smdl shipment of the subject casing to the United States
in 2001. In addition, Hyundai has plansto switch its pipe production to cold-rolled production. The company
is aready in the process of sdlling off its pipe production capacity. The Tribund is not persuaded that, given
the Korean producers current production mix and their plans, they are likely to ramp up production of casing
to attempt to penetrate the Canadian market on alarge scale.

Asfor the evidence of other dumping decisions against the Korean product, the Tribund’ sinterest in
anti-dumping measures againgt named countries has less to do with the fact that a country was found to be
dumping than the fact that the decison might lead to a diversion of goods to Canada. The Tribund is of the
view that SeAH has maintained apresencein the U.S. market, sdlling at close to normal values® But what is
more telling for future activity in Canada is that Hyundai was excluded from the 1995 U.S. OCTG
anti-dumping order, which included casing, and that Hyundai has made only one sdle of casng into the
United States since then.® The Tribuna is, therefore, not convinced that the anti-dumping meesures in place
in the United States againgt Korea will lead to a diversion of Korean importsinto the Canadian market if the
order isrescinded.

Even if there should be dgnificant exports of casng from Korea if the order is rescinded, the
Tribuna is not persuaded that the price of Korean importsis likely to be low enough to materidly injure the
Canadian industry. While the Tribuna heard much speculation as to the likely price decreases should the
order expire, the evidence that the Tribunal finds most convincing is that related to the one shipment of
casing made by Hyundai to the United States, in the absence of anti-dumping duties. Smilar prices, if gpplied
to the subject goods sold into Canada, including transportation costs, would not, in the Tribund’ s view, have
the effect of lowering or suppressing pricesin the Canadian market.*

Even if the Korean mills were to attempt to re-enter the Canadian market with a sgnificantly
lower-priced product, it is unlikdly, in the Tribund’s view, that such lower prices would persuade the major
oil and gas drilling companies to switch suppliers or to require their suppliers to lower prices or increase
discounts. Price, as aready noted, is only one of the factors taken into account by buyersin deciding where to
purchase the product. Other very important factors include specifications, guaranteed supply, quality, service
and delivery.®® While, with time, the Korean quality may prove acceptable to the Canadian end users, it is

61. Transcript of Public Hearing, Vol. 4, 17 May 2001, a 625-27, 687-88 and 697-98.
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unlikely that Korean producers could, in the foreseeable future, offer the security of supply required by the oil
and gas exploration industry, given the focus of the Korean mills on their domestic market.

Causation

The Tribuna concludes that the domestic industry is robust a present and is extremely well
positioned in the Canadian market. While that does not preclude future injury, it does render the domestic
industry less vulnerable to injury. Demand prospects are as good as they could possibly be and are likely to
remain S0 for the foreseeable future. In the Tribunal’ s opinion, taking into account these prospects, imports of
casng from either of the subject countries are not likely to be sold in volumes or at prices that will threaten
injury to the domegtic indudtry in the foreseeable future. If the indudtry is to be injured in the foreseeable
future, it will be due to an unforeseen dramatic decrease in the price of oil and gasrather than to importsfrom
ether the United States or Korea. The Tribund is not persuaded that there is a causa relationship between
the rescission of the order and any future injury to the domestic industry arisng from the resumption of
dumped imports of casing from ether of the subject countries. Nor is the Tribuna convinced that a
resumption of imports of dumped casing from both countries taken together islikely to cause materid injury
to the domegtic industry.

ASTI submitted that, if the order were rescinded, it would probably close its doors because its
K55 businesswould be lost and its enterprise would no longer be viable. However, the witnessfor ASTI adso
testified that the company would wait to see what would happen before teking any action.®” The Tribunal
notes that sales of K55 casing represent about 10 to 12 percent of the total casing sdes in the Canadian
market. As ASTI is competing with IPSCO’s IK55 ERW casing for a part of the K55 market, its potential
production and sales of seamless casing are likely to be less than the total 40,000-42,000 net tons that the K55
now represents in the Canadian casing market.® In the Tribunal’ s view, this volume is not nearly enough to
fill ASTI’smill. To operate the mill at areasonable level, ASTI will need to sdll higher-srength, non-subject
casng used mainly in deeper well and sour environment applications. If it does, ASTI will be the sole
Canadian producer of those goods, making it seem unlikdly to the Tribunal that ASTI will pull out of Sault
Ste. Marie, Ontario, because of the rescission of the order on only part of its planned production, the part that
has been forecast to show the least growth given the much greater potentid related to the vast untgpped
reserves on the Canadian offshore.

Even if oil and gas prices were to soften, the Tribund is of the view that high levels of activity in the
oil patch are likely to be sustained as long as prices do not drop below the US$19-US$20/barrel target, a
which level thedrilling activity tendsto drop off. Even if the srong demand that is currently forecast does not
materidize, the Tribund, basing its conclusion on the domestic industry’ s performance during the period of
review, is of the opinion that the domegtic industry is not likely to be adversely affected by the dumped
imports from the subject countries. Even when market demands were moving down, the domestic industry
managed to remain profitable. During that cyclical and volatile period, Algoma exited the market, but two
other producersjoined Prudentia and IPSCO — AST]I, which started producing seamless casing in November
2000, and Selpipe, which darted producing ERW plain-end casng in 1997. In addition, in 2000, the
domestic industry managed to increase its average price by 9 percent to alevel higher than that obtained in
the 1997 banner year. During periods of either low or high demand, the domestic industry did not see asurge
of casing importsinto the Canadian market.

67. Transcript of Public Hearing, Val. 2, 15 May 2001, at 391.
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Furthermore, as the Tribuna has dready noted, domestic casing producers have a number of
advantages with respect to Canadian customers, which help them compete with importers and exporters of
casing. These advantages include the ability to operate with relatively lower inventories because of the lower
turnaround time for filling orders; the ability to adapt more quickly to demands of Canadian customers for
specific products; the ability to offer discount and specia credit terms to target buyers, lower ddlivery cods,
quicker delivery times; and more reliable supply and distribution channels® In this regard, the Tribunal notes
that, according to its survey of dl the mgor buyers of casing, these factors are much more important than
price in their purchasing decisions” A witness for the largest exploration company in Canada and the
biggest Canadian buyer of casng confirmed these findings and testified that there would need to be adragtic
reduction in prices before the company could consider switching suppliers.™

Therefore, for the reasons mentioned above, the Tribuna does not find any compelling evidence that
Korean producers will, with arescisson of the order, begin immediately to ship sgnificant volumes of low-
priced casing to the Canadian market, thereby injuring the Canadian industry. Similarly, the Tribund is not
convinced that U.S. imports would increase sgnificantly their presence in the Canadian market at prices that
would injure the Canadian industry. Nor isthe Tribuna convinced that aresumption of dumped imports from
both countries taken together islikely to cause materid injury to the domestic industry.

CONCLUSON

Based on the foregoing analysis and rationde, the Tribuna hereby rescinds its order made on
July 5, 1996, in RR-95-001, concerning certain oil and gas well casng made of carbon stedl originating in or
exported from Korea, and rescinds its order made on July 5, 1996, in RR-95-001, concerning certain oil and
gaswell casing made of carbon sted originating in or exported from the United States.
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