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Tax Newsflash

China Imposes Temporary Antidumping
Measures on Imports of Sorghum from
U.S.

On 17 April 2018, China's Ministry of Commerce (MOFCOM)
published Announcement [2018] No. 38 to impose temporary
antidumping measures on imports of sorghum from U.S.
According to the Announcement, China would impose a
178.6% temporary antidumping deposits on imports of
sorghum from U.S. from 18 April 2018.

Background

e On 4 February 2018, the MOFCOM published
Announcement [2018] No. 12 and No. 13, which initiated
antidumping (AD) and countervailing duty (CVD)
investigation of sorghum of U.S. origin. The product
covered by this investigation is Grain Sorghum from U.S.
(China HS code 1007.9000). The period of investigation is 1
November 2016 through 31 October 2017. The
investigations of injury to the domestic industry is 1
January 2013 through 31 October 2017.



On the basis of the antidumping investigations, the
MOFCOM preliminarily determines that there is reasonable
indication that there are dumping associated with imports
of sorghum from U.S. in China, and decides that temporary
antidumping actions should be imposed. The temporary
antidumping measure is to impose deposit at the rate of
178.6%. The amount of deposit, which is based on the
dutiable value determined by China Customs, should be
calculated as: The amount of deposit = (dutiable value *
deposit rate) * (1+ import VAT rate).

The MOFCOM provides the opportunity for consultations
within 10 days from the date of the announcement.

The preliminary determination of countervailing duty
investigation of sorghum of U.S. origin would be ended
before 4 February 2019 based on normal schedule. In
certain conditions, the date could be extended to 4 August
20109.

The WTO agreements allow WTO member states to take
actions against dumping, subsidies and special
countervailing, and emergency measures to limit imports
temporarily in order to protect domestic industries. The AD
and CVD investigations are to ensure that domestic
industries are not injured by unfair foreign competition,
such as selling at an unfairly low price and using subsidies.
WTO agreements allow governments to act against
dumping and subsidies where there is genuine (*material”)
injury to the competing domestic industry, such as a
special offsetting import tax and price undertaking.

The anti-dumping and countervailing duty investigation of
Grain Sorghum from U.S. was self-initiated by the
MOFCOM. In China, AD and CVD investigations could be
initiated in response to petitions filed by an affected
industry, and the MOFCOM is also entitled to self-initiate a
case. These remedies are in accordance with rules and
principles which are codified in the WTO Agreements.

At present, the MOFCOM imposes deposit as temporary
antidumping measures on imports of sorghum from U.S.
The deposit is a kind of tax guarantee, instead of actual tax
collection. It is subject to the final determination from the
MOFCOM. The deposit would be returned if the MOFCOM's
final determination is that no antidumping duty or
countervailing duty orders will be issued.

Under the provisions of the Anti-Dumping Regulations of
P.R. China,

= The temporary anti-dumping measures would not
exceed four months after the date of imposition. In
certain conditions, the timeline could be extended to
nine months.

= If the final determination of antidumping is affirmative
and an industry is materially injured, the antidumping
duty could be imposed. If a temporary anti-dumping
measure was imposed before the final determination,
the anti-dumping duty could be imposed backdated to



the period when temporary anti-dumping measures
were taken. In a special circumstance, the anti-dumping
duty could be imposed on the products imported no
longer than 90 days before the imposition date of
temporary measures, except those products imported
before the anti-dumping investigation.

As the largest buyer of sorghum from U.S., China is
reported to have imported sorghum worth about $960
million in 2017. Besides the AD and CVD investigation,
sorghum, with HS code 1007.9000, would be subject to an
additional 25% tariff based on the proposed list published
by the MOFCOM on 4 April 2018. The effective date of the
additional tariff would be released later.

The temporary anti-dumping measures, the potential AD
duty, and the additional tariff may increase the cost of
sorghum from U.S. in China, due to the increase of the
tariff cost.

With the increase of the tariff cost, companies in affected
industries may encounter with a new scenario of the
demand and supply of sorghum and other similar
agricultural products. In China's downstream industries of
sorghum import, such as feed, liquor brewing and energy
industry, the indirect tax cost may increase significantly so
that the current supply chain and market would face new
challenges. Therefore, companies in those industries need
to evaluate the impact of international trade issues and
adjust their supply chain and market proposition
accordingly.

Considering that the trade dispute between China and U.S.
may increase, it is our recommendation that importers and
exporters need to pay more attention to the trend of trade
policies in both China and U.S. and to maintain high
compliance level in Customs clearance procedures.
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