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EXECUTIVE SUMMARY 

1. EXECUTIVE SUMMARY - BACKGROUND 

The investigation was initiated on 20 October 2017. One of the four sampled 

Chinese exporting producers, Giant Electric Vehicles (Kunshan) Co., Ltd. and its 

related companies, claimed Market Economy Treatment. This claim was verified 

together with their questionnaire reply in March 2018. 

MET claims were received from the following companies: 

Company name Abbreviation City 

Giant Electric Vehicle (Kunshan) GEV Kunshan 

Giant Kunshan GCK Kunshan 

Giant (Chengdu) GCC Chengdu 

Giant (China) GC Kunshan 

Kunshan Giant Light Metal GLM Kunshan 

Giant (Tianjin)  GCT Tianjin 
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2. EXECUTIVE SUMMARY - FINDINGS ON MET  

The findings can be summarized as follows: 

 MET CRITERION 

 1 2 3 4 5 

 Business 

decisions 

and costs 

Accounts 
Assets and 

carry over 

Legal 

environment 

Currency 

exchange 

GEV NO - NO - - 

GC - - NO - - 

GCT NO - NO - - 

GCC - - NO - - 

GLM NO - NO - - 

GCK - - NO - - 
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WORKING DOCUMENT 

1. BACKGROUND 

On 20 October 2017 the Commission initiated an anti-dumping proceeding 

concerning imports of electric bicycles originating in the People's Republic of 

China ('PRC'). The investigation period (IP) runs from 1 October 2016 to 30 

September 2017. 

Four Chinese exporting producers were sampled to be inspected and one of these 

companies, Giant Electric Vehicles (Kunshan) Co., Ltd. ('GEV') and five related 

companies claimed MET.  

GEV and five related companies submitted replies to the MET claim form and 

submitted data to be verified. Three MET claims, those of GEV, Giant (China) 

and Giant (Tianjin) together with their reply to the anti-dumping questionnaire 

were verified by inspecting the companies in March 2018. The remaining three 

MET claims were verified without inspection. 

2. BASIS FOR ANALYSIS OF MARKET ECONOMY TREATMENT   

The claim for MET was analysed against the five criteria laid down in 

Article 2(7)(c) of Regulation (EU) 2016/1036 of the European Parliament and 

the Council of 8 June 2016 on protection against dumped imports from countries 

not members of the European Union
1
 ('the basic Regulation'). For ease of 

reference, the MET criteria are set out in a summarised form below: 

(1) Business decisions and costs are made in response to market signals and 

without significant State interference; and costs of major inputs substantially 

reflect market values. 

(2) Firms have one clear set of basic accounting records which are independently 

audited in line with international accounting standards and are applied for all 

purposes. 

(3) There are no significant distortions carried over from the former non-market 

economy system. 

(4) Bankruptcy and property laws guarantee legal certainty and stability. 

(5) Exchange rate conversions are carried out at market rates. 

                                                 

1
 OJ L 176, 30.6.2016, p. 21 
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3. GIANT ELECTRIC VEHICLES (GEV) 

3.1. Criterion 1 – Business decisions and costs 

Ownership 

GEV was established in 2005. GEV's main business activity is the export of 

electric bicycles (ebikes) that they manufacture. 

Raw materials 

According to the Court of Justice in their judgment of 19 July 2012, Council v 

Zhejiang Xinan Chemical Industrial Group
2
, the exporting producer has to 

demonstrate that costs of major inputs substantially reflect market values. The 

burden of proof is on the exporting producer, and the institutions enjoy wide 

discretion in assessing that evidence. 

The criterion denies a company MET if the State has significantly interfered with 

the operation of market forces. MET may only be granted to a company if the 

costs to which it is subject and the prices it charges are the result of the free 

operation of supply and demand.  

That would not be the case if, for example, the State interfered directly with the 

price of certain raw materials or the price of labour. Even if, in such 

circumstances, the producer based its decisions regarding prices, costs and inputs 

on market signals, the significant State interference would not allow the 

conclusion that market economy conditions prevail for such a producer.  

The second component of the twofold criterion in the above provision thereby 

retains its separate character from the first, both for undertakings which are de 

facto State-controlled and for any other producer.  

In this case, the main raw material in terms of quantity is aluminium tubes, 

which are processed by GEV into bicycle frames and then into complete ebikes 

for sale. 

The Chinese government plays a key role in the development of the Chinese 

aluminium sector. The Non-Ferrous Metal Industry Development Plan (2016-

2020) sets out specific policies and targets that the government aims to achieve 

for a number of non-ferrous metal industries, including aluminium. 

Chinese domestic prices of aluminium are based on the quotation on the State-

controlled Shanghai Non-ferrous Metal Exchange ('SHFE').  

As found in previous denials of MET in the aluminium sector and bicycle sector, 

the SHFE is a closed exchange for Chinese-registered companies and Chinese 

citizens and it is controlled by the State Securities Regulatory Commission. 

                                                 

2
  C‑337/09 P, EU:C:2012:471, para 72, 73, 88-91 
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Several rules governing the functioning of the Exchange contribute to low price 

volatility and prices which do not reflect world market prices.
3
  

In addition, as found in previous denials of MET in the aluminium sector, 

physical deliveries can only take place in an approved warehouse within the 

PRC, unlike international exchanges, where delivery can take place worldwide. 

Moreover, the SHFE is a platform for physical exchanges only (no derivatives 

are sold). This completely insulates the Chinese aluminium market. 

As a consequence, arbitrage with the worldwide benchmark, the London Metal 

Exchange (‘LME’) or other markets is virtually impossible.  

During the IP primary aluminium prices were on average 5% lower on the SHFE 

(excluding VAT) as compared to LME prices (also excluding VAT), compared 

on a 3-month contract price basis. 

The PRC also supports the processing of aluminium products by granting a 

partial VAT refund on the export of many aluminium products whereas there is 

no refund on exports of primary aluminium.  

This is an incentive for Chinese industry to further process aluminium and has a 

direct bearing on the availability and price of primary aluminium on the domestic 

market. In addition, a tax of 15% is levied on exports from the PRC of primary 

aluminium, while no export tax is applied on ebikes. This strengthens the finding 

of interference of the Chinese State on the domestic market of aluminium. These 

tools have a downward impact on aluminium domestic prices and encourage 

domestic industry to manufacture finished goods incorporating aluminium (such 

as the product concerned) for both the domestic and export markets. 

Therefore, the Commission considered that the market for aluminium in the PRC 

is distorted due to State interference. The company did not show that its 

purchases of aluminium tubes were made in line with international market prices. 

Conclusion 

This criterion is not met, as GEV purchases aluminium tubes made in the PRC 

whose price is distorted by the State. 

3.2. Criterion 3 – No significant distortions carried over from the non-

market economy system 

Income Tax 

GEV paid 15% tax on their income, rather than the standard rate of 25%, as they 

benefited from the High and Advanced Technical Company tax rate, see below. 

                                                 

3
  See Council Regulation (EU) No 502/2013 of 29 May 2013, OJ L 153, 5.6.2013, p.17 recitals (68) 

to (71) 
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GEV also benefited from other special deductions which would otherwise not be 

deductible. 

Under Article 4 of the Corporate Income Tax Law of the People's Republic of 

China (the 'CIT Law'), the corporate income tax rate is 25%.  However, Article 

28 of the CIT Law provides that “The CIT rate applicable to Advanced and New 

Technology Enterprises eligible for key support from the State shall be reduced 

to 15%”.
4
 

The identification of an Advanced and New Technology Enterprise ('HNTE')
5
 

for the purposes of Article 28 of the CIT Law turns on Article 93 of the 

Implementing Rules for the CIT Law (the “Implementing Rules”).  

Article 93 of the Implementing Rules requires that the enterprise produces 

products or services that are within the scope prescribed in the policy “Advanced 

and New Technology Sectors Eligible for Key Support from the State”, issued by 

the departments of the State Council in charge of science and technology, 

finance and taxation.  

The 15% tax rate for corporate income tax for HNTEs was introduced into the 

CIT Law as a measure implementing the National Outline for the Medium and 

Long-term Science and Technology Development (2006–2020). That planning 

document announces that it will “implement the preferential tax policies to 

promote the development of high-tech enterprises”. 

In exercising its discretion under Article 93 of the Implementing Rules when 

issuing that latter document, the administration must have regard to the 

applicable five-year plan laid down for the People’s Republic of China.  As is 

clear from Part V of the 13th Five Year Plan, the ebike industry is an 

“encouraged industry” for the purposes of that plan. The High-Tech Enterprises 

tax regime hence serves the purpose of implementing the 13
th

 Five-Year Plan. 

The preferential tax rate is a financial incentive of a quasi-permanent open-ended 

character which could also serve the purpose of attracting capital at discounted 

rates, thereby distorting competition.  

Both of these tax advantages are considered as significant distortions carried 

over from the non-market economy system, and the significant distortion of the 

15% tax rate rather than the 25% standard rate is considered significant. 

Financial incentives 

                                                 

4
  In other versions found by the Commission on the internet that provision is translated as follows: 

“New and Hi-tech enterprises that the State needs to support specifically are eligible for 15% 

corporate income tax rate”. 
5
  The use of the letter “H” (for High) rather than “A” (for Advanced) is due to a different translation 

from Mandarin; as HNTE is the standard English-language abbreviation, the Commission has 

opted for that standard abbreviation. 
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GEV received direct financial incentives in the form of grants for the number of 

patents it received in 2016 and 2017. These incentives were provided by the 

Kunshan Economic Development Zone.  

In cumulation with the tax reduction they are significant. The company received 

the tax reduction in previous years and therefore this can be considered to be an 

open-ended distortion that is not limited to one financial year. 

The Commission considers that these incentives and tax reductions provide 

significant financial benefits and the company has therefore failed to demonstrate 

that its costs and financial situation are not subject to significant distortions 

carried over from the former non-market-economy system. 

Conclusion 

GEV did not demonstrate that it meets this criterion based on the tax advantages 

received by the company. These are considered to be significant distortions 

carried over from the non-market economy system. 

4. GIANT (CHINA) (GC) 

4.1. Criterion 3 – No significant distortions carried over from the non-

market economy system 

Income Tax 

GC paid 15% tax on their income, rather than the standard rate of 25%, as they 

benefited from the special High and Advanced Technical Company tax rate. This 

preferential tax rate is a financial incentive of a quasi-permanent open-ended 

character which could also serve the purpose of attracting capital at discounted 

rates, thereby distorting competition.  

The Commission considers that the reduced tax rates provide significant 

financial benefits and the company has therefore failed to demonstrate that its 

costs and financial situation are not subject to significant distortions carried over 

from the former non-market-economy system. 

Financial incentives 

Giant (China) received grants for the financial year 2016 for the number of 

patents registered, a financial incentive paid by the Jiangsu provincial 

government. 

These incentives are considered to be significant distortions from the former 

non-market economy system and the amount of money received is significant. 

Conclusion 

Giant (China) did not demonstrate that it meets this criterion based on the tax 

advantages and financial incentives received by the company. These are 

considered to be significant distortions carried over from the non-market 

economy system. 
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5. GIANT (TIANJIN) (GCT) 

5.1. Criterion 1 – Business decisions and costs 

Ownership 

GCT was established in 2007. GCT's main business activity is the manufacture 

of bicycles and ebikes which are then sold domestically. 

Raw materials 

GCT makes ebikes from ready-made aluminium frames. 

As explained above in section 3.1, the Commission considers that the price of 

aluminium in the PRC is significantly distorted due to State interference in that 

market. The same analysis and conclusions apply to GCT.  

The company did not show that its purchases of aluminium frames were made in 

line with international market prices. 

Conclusion 

This criterion is not met, as GCT purchases aluminium frames made in the PRC 

whose price is affected by the significant distortions of primary aluminium due 

to the State interference. 

5.2. Criterion 3 – No significant distortions carried over from the non-

market economy system 

Land use rights 

GCT has two land use rights, bought from the local Economic Development 

Zone. 

Land use right certificate 1 was refunded by the Jinghai Economic Development 

Zone under the contract signed between them and GCT. Land use right 

certificate 2 was also refunded by the Economic Development Zone. Given the 

nature of the industry, where land is the most important asset, these refunds are 

considered significant in nature. 

The almost complete refund of the land use right price is considered a significant 

financial incentive, and the purchase of a land use right, rather than the land 

itself, is a significant distortion carried over from the non-market economy 

system. 

Income Tax and other taxes 

GCT has an agreement with the Economic Development Zone for the refund of 

taxes, including corporate income tax, VAT, property tax, land tax and stamp 

duty. These tax advantages are significant, and considered to be significant 

distortions carried over from the non-market economy system. This tax scheme 

was agreed for the first 10 years of the company's activity. 
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Conclusion 

GCT did not demonstrate that it meets this criterion based on significant 

distortions of the tax advantages received by the company and the refunds of the 

land use right payments. 

6. REMAINING GIANT GROUP COMPANIES NOT VISITED 

The Commission received MET claim forms from three other companies in the 

Giant group in China, who were involved in the production and sale of ebikes.  

These companies were: 

Company name Abbreviation City 

Giant Kunshan Co.,  Ltd. GCK Kunshan 

Giant (Chengdu) Co., Ltd. GCC Chengdu 

Kunshan Giant Light Metal Co., Ltd. GLM Kunshan 

 

These companies were not inspected. However, from the MET claim forms 

received and further information given by the Giant group, they were involved in 

the production and sale of ebikes as follows: 

GCK purchased ebikes from GCT and resold them on the Chinese domestic 

market. GCK also provided painting services to GEV during the IP. 

GCC purchased ebikes from GEV and GCT and resold them on the Chinese 

domestic market. 

GLM supplied a small amount of parts, namely aluminium tubes and rims, to 

GEV to produce ebikes. 

6.1. GCK 

GCK did not meet criterion 3, as it benefited from the 15% corporate income tax 

rate under the High and Advanced Technical Company scheme. GCK also 

received other tax advantages during the IP "concerning the new techniques, new 

materials, science technology, and innovation activities relating to its business." 

GCK also did not meet criterion 3 based on the refunds of the land use right 

prices it received from the Kunshan Economic Development Zone. 

Given the nature of the industry, where land is the most important asset, this is 

considered significant in nature. 

Both of these factors are significant distortions carried over from the non-market 

economy system. 
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6.2. GCC 

GCC did not meet criterion 3, as it benefited from the 15% corporate income tax 

rate under the High and Advanced Technical Company scheme. 

GCC also did not meet criterion 3 based on the refunds of the land use right 

prices it received from the Chengdu Economic and Technological Development 

Zone. 

Given the nature of the industry, where land is the most important asset, this is 

considered significant in nature. 

Both of these factors are significant distortions carried over from the non-market 

economy system. 

6.3. GLM 

GLM did not meet criterion 1, as it was involved in the supply of aluminium 

tubes and rims for the production of ebikes in the Giant group. As above, these 

are considered to be affected by the significant distortions in the primary 

aluminium market due to the State interference.  

GLM also did not meet criterion 3, as it benefited from the 15% corporate 

income tax rate under the High and Advanced Technical Company scheme rather 

than having to pay the 25% standard corporate tax rate. 

GLM also did not meet criterion 3 based on the refunds of the land use right 

prices it received from the Kunshan Economic Development Zone. 

Both of these factors are significant distortions carried over from the non-market 

economy system. 

7. CONCLUSION 

Based on the findings for these legal entities, the Commission has concluded that 

the Giant Group failed to demonstrate that it fulfils the MET criteria, notably 

criteria 1 and 3. 

The Commission found that the Chinese government manipulates aluminium 

prices through the SHFE, which distorts that market, benefitting downstream 

users of primary aluminium, which have access to a large supply at more or less 

consistently lower input prices than their overseas competitors. The 

differentiation in export taxes for aluminium and downstream products such as 

ebikes strengthens the finding of interference of the Chinese State on the 

domestic market. This is a breach of criterion 1.  

In addition, the Giant Group benefitted from several preferential taxes schemes, 

refunds, financial incentives, and special deductions for expenses incurred. These 

advantages are considered as significant distortions carried over from the non-

market economy system. The Commission found that these distortions, in 

particular in combination, provide significant financial benefits and, thus, the 

group has failed to demonstrate that its costs and financial situation are not 
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subject to distortions carried over from the former non-market-economy system, 

in breach of criterion 3. 

Since all criteria have to be cumulatively fulfilled, there was no need to further 

assess MET criteria 2, 4 and 5.  

Therefore, the Commission's analysis is without prejudice to possible findings 

with regard to criteria 2, 4 and 5. 
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