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Verification report – UK Producer 
Case TS0036: Certain pneumatic tyres used for buses and lorries exported from the People’s Republic of China

	Period of Investigation (POI):
	1 January 2022 to 31 December 2022 

	
	

	Injury Period:
	1 January 2019 to 31 December 2022

	
	

	Date of report:
	26 April 2024

	
	

	Case team contact details:
	TS0036@traderemedies.gov.uk

	
	

	Company verified:
	Vaculug Limited



For further details, please see the Notice of initiation on the public file.
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[bookmark: _Toc164759891]Executive Summary

On 3 May 2023, the Trade Remedies Authority (TRA) initiated a transition review of the countervailing measure on certain pneumatic tyres used for buses or lorries originating in the People’s Republic of China (PRC), henceforth referred to as the ‘goods subject to review’.

As part of this review, the TRA sought to assess the completeness, relevance, and accuracy of the information submitted in the questionnaire response from domestic producer Vaculug Limited (henceforth referred to as ‘the company’). This information covered its company structure and operations, the goods it produces, costs and production figures, sales figures, and data relevant for assessment of injury and the economic impact of varying or revoking the measure.

During the verification process, the TRA compared the company’s questionnaire response, including the data submitted in the annexes and other accompanying information submitted as appendices, to information from open sources, such as Companies House, His Majesty’s Revenue & Customs (HMRC), and the company’s website. We checked information for internal consistency and reconciled financial data to the company’s published financial statements and management accounts. The TRA also conducted a systems walkthrough during a verification visit to gain an appreciation of the accounting systems and processes used by the company.

During the verification process, the TRA made a number of adjustments necessary to address issues, as detailed in the Costs, Sales, and Injury sections below. We were then able to corroborate the information provided by the company in its questionnaire response, annex data, and all other submissions and evidence provided during the verification process on a sample basis. Following these adjustments, the TRA does not have any concerns to report in respect of the company. 

Based on the verification activities we have undertaken, and the adjustments made, we have concluded that we have a reasonable level of assurance on the completeness, relevance and accuracy of the information provided by the company and we can use it for the purpose of this review.

[bookmark: _Toc164759892]Purpose of verification

The purpose of the TRA’s verification activity is to provide the assurance considered necessary to make a decision as to whether the information provided by the interested party is verifiable and can be used to inform our decisions. Such information may then be considered in our assessments and analysis to determine whether injury is caused or likely to be caused to the UK industry by subsidy imports of the goods subject to review. This will form the basis for establishing appropriate measures where necessary, and to assess whether these are in the UK’s economic interest. 

We carried out verification activity using desk and remote analysis as well as on-site work. The activity undertaken did not seek to verify all information provided but to undertake the work considered appropriate and possible within the time constraints of the review to obtain assurance on which to base a decision. 

This verification report documents the work we have completed, the checks the case team has carried out and conclusions we have reached about the reliability of information provided by the interested party.

[bookmark: _Confidential_information][bookmark: _Toc164759893]Confidential information

The interested party must provide a non-confidential version of the verification report marked as ‘non-confidential’ in the header of that verification report. 

If any information contained in the confidential verification report is considered confidential, the party should delete or redact those sections and provide a non-confidential summary of the information which has been removed. It must provide reasons as to why the particular information is considered confidential (see also public guidance). 

The non-confidential version of the verification report will be placed on the public file. 
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Please find below a summary of work that has been completed and the checks that have been carried out by the case team to determine whether the information provided by the interested party in its questionnaire response is verifiable.
[bookmark: _Toc164759895][bookmark: _Hlk87255064]A. Company structure and associations 

	What information was considered

	We considered information relating to:
· ownership and organisational structure of the company;
· company role and business activities;
· facility locations;
· accounting practices;
· associated companies;
· events in business history.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	How the information was checked

	The TRA cross-checked the information provided by the company relating to incorporation, scale of business operations, principal activities, corporate structure and ownership, company names, and associated parties by examining official documents published by Companies House, the most recent filed financial statements and third-party sources, and the company’s website. We found the information to be consistent with the information received from the company.

We compared the information provided by the company related to its product range against its website, checking the details it submitted against those it provides to its customers, finding the information to be consistent.

We reviewed the information the company reported regarding the location of its facilities against the company’s websites, online map links, land registry searches and a visit to the site, confirming the geographic location in which it operates.

We reviewed the information the company provided in the questionnaire response in relation to associated parties by cross checking to Companies House records and the company’s published financial statements.  We identified a number of parties associated by shareholding that had not been disclosed. We were however able to ascertain details related to the associated companies through discussions with management and are satisfied that there is no material impact on the review.
We conducted a walkthrough of the company’s accounting systems to gain an appreciation of the system and to assess the level of reliance to place on the data provided. 
During this walkthrough, we followed the audit trail of selected transactions and were provided with screenshots and supporting evidence of the company’s sales and purchasing processes. Based on the walkthrough, we have a reasonable level of assurance that the accounting systems used by the company are sufficiently reliable for the TRA to rely on its data submission. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Exceptions/Findings/Adjustments

	The TRA has no exceptions, findings, or adjustments to report with regard to the like goods. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Conclusions

	The information relating to company structure and associations that we have been provided by the interested party is verifiable. Based on the work we have done, we have a reasonable level of assurance that the information can be treated as complete, relevant, and accurate. The data can be used by the TRA for any purpose within the review. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):
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	What information was considered

	We considered the following information relating to:
· goods produced by the company, checking their comparability to the goods subject to review;
· the internal coding system used by the company for its products;
· the company’s allocation of product control numbers (PCNs).
· the manufacturing process for the like goods, including raw materials used and any other products of this process.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	How the information was checked

	The TRA was able to check the company’s spreadsheet methodology for applying PCNs to its products by comparing a number of products to their descriptions. 

We checked the PCNs used in the data supplied to ensure they only related to like goods. The TRA was also shown how goods not within scope of the review were filtered from the results and found the results to be accurate.

We reviewed the production process, including use of raw materials and the existence of any other products during a factory tour and found the company’s submission to be reasonable. 

We checked the transaction listing to identify whether any transactions had not been allocated a PCN code, none were found without a PCN.  

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Exceptions/Findings/Adjustments

	The TRA has no exceptions, findings, or adjustments to report with regard to the like goods. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Conclusions

	The information relating to the company’s goods that we have been provided by the interested party is verifiable. Based on the work we have done, we have a reasonable level of assurance that the information can be treated as complete, relevant, and accurate and can therefore be used by the TRA for any purpose within the review. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):
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	What information was considered

	The TRA checked:
· total cost of all goods sold; 
· cost to make for the like goods;
· cost to sell the like goods;
· method for apportioning costs and overheads to individual PCNs.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	How the information was checked

	The TRA conducted upwards verification work to verify whether total costs to make for all goods and the like goods provided in the questionnaire response is consistent with the published financial statements submitted by the company.

The TRA was satisfied with the company’s explanations that the observed differences between the management accounts and published financial statements were mainly attributable to the specific requirements of statutory reporting. 
   
We investigated the company’s allocation of costs, noting that costs are attributed to products on a standard costing basis. The standard costs are updated periodically and variances written to production overheads. We sampled a number of products and checked the process by which the company assigned costs within the relevant questionnaire annex. Based on the sample we have tested; we have reasonable assurance that the company has consistently applied its allocation methodology. 

We analysed the company’s costs to sell and observed that goods sold, but not manufactured by the company were not included in the data, meaning the costs attributed to the like goods were overstated. We discussed this with the company and agreed a methodology for apportioning costs to sell based on the number of tyres sold in each PCN. We made an adjustment based on this as detailed in Annex 4.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	
     

	Exceptions/Findings/Adjustments

	Adjustment 1 (Annex 4)
We have adjusted the submitted documentation to only account for the like goods sold, apportioning this figure across the PCNs on the same basis the company had agreed. This reduced the costs to 79.77% of the originally submitted amount. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Conclusions

	The information relating to costs that we have been provided by the interested party is verifiable. Based on the work we have done, we have a reasonable level of assurance that with the adjustments made, the information can be treated as complete, relevant, and accurate. The data can be used by the TRA for any purpose within the review.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):
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	What information was considered

	Upwards verification

During upwards verification, the TRA considered;

· total sales figure for all goods sold during the POI;
· total sales figure for the like goods sold during the POI.

Downwards verification

During downwards verification the TRA considered;

· the company’s transaction listing for domestic sales;
· details of any price reductions or rebates.

The TRA selected a sample of domestic sales transactions reported in the questionnaire annex in order to check the accuracy and existence of those transactions.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	How the information was checked

	Upwards verification

The TRA compared the company’s sales figures within its management accounts to the published financial statements. As with cost data, TRA observed some differences between the two sets, which were adequately explained by the company. 
 
Observed differences between the total value of transactional data and the management accounts is attributable to the erroneous inclusion of goods not in scope of this review, as detailed within the reconciliation annex submitted by the company.

The TRA is satisfied that the sales data provided by the company has been appropriately reconciled to the financial statements.

Downwards verification

We completed downward verification work to check the accuracy and relevance of the transactions listed in the questionnaire annex response on a sampling basis.

We selected a sample of domestic sales transactions and obtained the relevant source documentation for these from the company. The company provided the TRA with evidence of orders being placed on its sales system, together with invoices and bank statements. We assessed the accuracy of the transaction data by comparing the transaction list provided to us with these invoices, noting that some errors were uncovered affecting the average price calculations.

We analysed the sampled transactions in greater detail with the company, finding some discrepancies attributable to the transfer of data from the company’s legacy system to its replacement. Our analysis concluded that these errors make up a small part of the total data set and we have made adjustments to remove those transactions at the highest risk of having wrongly recorded quantities to minimise the risk of error.

We further discussed entries in the company’s transaction listing with no recorded sales value, establishing that these were either compensation for faulty tyres or for testing purposes.

We further investigated the company’s application of discounts by inspecting invoices for customers that the company had noted as receiving discounts to ensure they were accurate to the transaction list. We found that the invoices matched the data supplied.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Exceptions/Findings/Adjustments

	We removed all transactions involving tyres not manufactured by the company from the transaction list, and those with no value. We then excluded transactions based on those with an outlying average price per tyre, only a single transaction at that price, and a PCN forming part of our comparative analysis.

Following this adjustment, the change in the transactions being considered for analysis is summarised in the table below:

	 
	Before
	After
	Percentage change

	No. Transactions
	
	
	0.16%

	Value
	
	
	0.33%

	Quantity
	
	
	0.53%





	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	Removed figures from the Before and After column as this provides a specific breakdown of like goods revenue and quantity whereas statutory reporting provides a total of Vaculug’s financial position. 

	Conclusions

	The information relating to sales that the interested party has provided us is verifiable. After applying the adjustments outlined above, we have a reasonable level of assurance that the information can be treated as complete, relevant, and accurate, the data can be used by the TRA for any purpose within the review.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):
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	What information was considered

	The TRA verified the following information extracted from the questionnaire for the injury period:

· the sales figures for each year;
· the profitability of the like goods provided in the injury annex;
· the production output of the like goods as provided in the annex;
· the market share of the like goods as provided in the injury annex;
· the capacity figures; 
· the inventory figures for the like goods;
· employment median wage and productivity figures.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	How the information was checked

	Turnover and Profit: The TRA verified the figures provided by the company for total turnover and profit by comparing them to the figures presented in the published financial statements for each year, giving consideration to the difference in figures between the management and published financial statements as discussed in the previous sections and resolved with documentation provided by the company’s auditors. For turnover and profit relating to the like goods in previous years, we asked the company for an explanation of how the figures were arrived at. The company explained that the data was taken from management accounts for the period in the same manner as those of the POI. The Company acknowledged an error in the figure provided for the POI and confirmed the correct figure to us.

Output: The company provided figures for output by volume and value across the injury period. The company provided production reports which were sufficient evidence of how the figures were arrived at.

Market Share: The TRA compared the figures submitted by the company on its market share during the injury period against knowledge of UK industry gained through desk research, HMRC data and engagement with trade associations. We gained assurance that the methodology used by the company was reasonable through discussions during the verification visit.

Return on Investment: The TRA compared the return-on-investment figures submitted by the company. We were able to compare these figures to those in the published financial statements noting those for the whole company were a match. We noted that a number of costs had been assigned to like goods but encompassed all investment in tyre making facilities, we agreed with the company that these would be apportioned on a turnover basis between like and other goods. 

Capacity utilisation: The company submitted figures for capacity and capacity utilisation across the injury period. The company confirmed the methodology used for arriving at the provided figures was the difference between potential output, which was calculated based on the amount of time it takes to produce a tyre, and the production, as per the output, which we agreed as a reasonable approach. 

Stocks: During the verification visit, we asked the company to explain how it had produced the figures for stocks at year end. The company has provided stock reports to show how the figures were arrived at. 

Employment: We verified the total employment figures provided by the company by comparing against the published financial statements. The company explained its methodology for assigning staff to the like goods which was acceptable. We compared the reported median wage against a calculated mean wage from the financial statements for reasonableness. The methodology by which productivity is measured was satisfactorily explained. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Exceptions/Findings/Adjustments

	Adjustment 1 (Annex 10)
The company has acknowledged a formula error in the turnover related to like goods for the POI and provided the correct figure and supporting evidence. We have adjusted the injury annex to reflect the correct figure.

Adjustment 2 (Annex 13)
We have adjusted the return-on-investment data based on turnover for like and other goods to reflect the investment apportionable to like goods.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	

	Conclusions

	The information relating to injury factors that the interested party has provided us is verifiable. After applying the adjustments outlined above, we have a reasonable level of assurance that the information can be treated as complete, relevant, and accurate, the data can be used by the TRA for any purpose within the review.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):
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	What information was considered

	The TRA:
· confirmed whether suppliers and customers had been verified;
· verified the employment figures provided;
· conducted quality assurance checks on information provided regarding changes to market share and changes to the price and production levels if the measure were no longer imposed; and
· assessed the quality of other information provided.

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	How the information was checked

	The TRA verified the methodology for the recording of upstream and downstream transactions and the recording of these details within the company’s management accounts.

As discussed in Section E, we verified the company’s employee numbers against the published financial statements.

We assessed the company’s claims regarding potential changes to market share and product price by comparing with other submissions and industry data. We concluded that the information provided was of reasonable quality.


	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	

	Exceptions/Findings/Adjustments

	The TRA has no exceptions, findings, or adjustments to report with regards to the claims from the company relating to the EIT. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):

	     

	Conclusions

	The information relating to economic interest the interested party has provided us is verifiable. Based on the work we have done, we have a reasonable level of assurance that the information can be treated as complete, relevant, and accurate and can therefore be used by the TRA for the EIT and for any other purpose within the review. 

	If you have redacted or removed any information, please provide reasons as to why the information is considered confidential (see Confidential information):
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Verification of a sample of the company’s submitted data a review of and its accounting system did not identify any material issues that may impact upon the way the TRA intends to use its submitted data.

We are satisfied that the company and product information provided to us can be verified to source documentation.

We have been able to reconcile the submitted questionnaire data to the company’s published financial statements and following adjustments we have been able to reconcile sampled cost and sales transactions to source documents.

We have checked the information submitted by the company to support its allegations of injury. Following adjustments made to turnover; cash flow; and return on investment, we checked that the injury figures are consistent with source documents provided and found that that the calculation methods for the injury factors used are reasonable. 

In summary, we have obtained sufficient and appropriate evidence to conclude that the information provided is verifiable. We therefore have a reasonable level of assurance that the information submitted by the company is complete, relevant, and accurate for the purpose of informing this review.
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	Date and duration
	Type of authentication
	Company representatives
	TRA representatives

	15-17 January
(3 Days)
	on-site
	Confidential
	Confidential
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Annex 2: List of Adjusted Annexes

· Annex 4 – Cost to Make and Sell

Reallocation of costs to sell based on the sales proportion of manufactured products and purchased products.

· Annex 8 –	Transaction by Transaction Domestic Sales

Removal of transactions with potentially incorrect recorded quantities.

· Annex 10 – 	Sales Reconciliation

Removal of incorrect figure stating the difference in total sales revenue of all goods between POI and accounting periods.

· Annex 12 –	Injury

Adjustment of turnover figure.

· Annex 13 – 	Investments

Adjustment of like goods investments based on proportion of turnover attributable to like and other goods in the relevant period.
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