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Tax Newsflash
China released more details on
retaliation tariff exclusion processes

On 31 May 2019, the Chinese government officially launched
the website ( ) for China's exclusion
process application for the additional tariff on U.S. products.
Applicants can now log onto the website to apply for the
exclusion from the additional tariff to be applied. Guidance was
also published to facilitate the application.

Background

According to the Announcement [2019] No. 2 of China's Tariff
Committee of the State Council (CTCSC), China introduced an
exclusion process, as a trial, for the U.S. origin products
subject to additional tariff. The exclusion process needs to be
applied for and, if successful, the additional tariff on approved
goods will not be applied for one year, with a possible refund
of retaliation tariff already paid. To determine whether to grant
an exclusion, the government may consider certain factors,
e.g. whether the goods is available from countries or regions
other than the U.S., whether the additional duties would cause
severe economic harm to the applicant, and/or whether the
particular goods is strategic for certain industries (see

on 15 May for more information).

New guidance

Since applicants can now submit exclusion applications for the
first batch of goods (note: the application period is from 3
June to 5 July 2019), China released more guidance on the
application.

Application forms

An applicant must submit one application form for each 8-digit
HS code item for which it applies for exclusion.

If the same HS code item has already been applied for by an
industry/business association which has consolidated an
enterprise's relevant information in the association's
application, the enterprise is not allowed to submit its
application separately.
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Information requirement
The following information is required to be provided:
a. Basic information relating to the applicant

e The unified social credit code; and

e Business scope

b. Information relating to the goods

¢ Name;
e 8-digit HS code; and
e Usage

c. Import data for 2017, 2018 and 2019

e Total amount and quantity of the goods imported for
each year;

e Total amount and quantity of the goods imported from
the U.S. for each year;

e Total amount and quantity of the goods imported from
the top five non-U.S. countries and regions for each
year; and

e Copies of customs declaration forms of the goods with
top five import amounts for each year

d. Impact on businesses

e The total amount of additional tariffs paid as of 31
March 2019;

e The impact of imposing additional tariffs on the
production and operation (e.g. per capita wages, pre-
tax profits and production costs); and

e representativeness of the applicant in the industry
(which is an optional item)

e. Reasons for exclusion
e Substitutability of the goods; and
e Facts and data to support the exclusion

Application process

After the application is submitted through the website, the
application will be subject to a preliminary review by the
government authorities; when the review is completed, no
changes can be made. The status of the exclusion application
can be checked online by the applicant.

The CTCSC will examine the application, to form and announce
the exclusion list.

Observations
Goods for which the exclusion applies

One 8-digit HS code may still cover multiple goods. An
applicant may choose to apply for exclusion for all the goods
under an 8-digit HS code, or only some of them.

Taking a single mode fiber (G652D) as an example, whose 8-
digit HS code is 9001.1000. According to the applicant's
business decision, it may apply for exclusion for all the goods
under the HS code of 9001.1000, or only some of the goods
under the code.



If the applicant wishes to apply for exclusion for some of the
goods under 9001.1000, it may provide a corresponding 10-
digit HS code (e.g. 9001.1000.01) of the goods for which the
exclusion would apply for; alternatively, if there is no such 10-
digit HS code available, the applicant may provide the specific
information of the goods (e.g. the shape, relevant physical or
chemical parameters, etc.) so that such goods could be
identified.

Applicants

A single enterprise can be the applicant to submit the
application by itself with its own information. Alternatively, the
business/industry association of which the enterprise is a
member can also be the applicant to submit the application.

Where a business/industry association acts as the applicant, it
may collect information of multiple relevant enterprises and
consolidate them into the application. This approach may be
more suitable for goods whose additional tariff would impact
the whole sector.

Reasons for exclusion

The applicant is required to provide the information of the
impact of the additional tariff and present the rationale of the
exclusion with facts and supporting data. Specifically, the
applicant must answer certain questions when filling out the
application form through the website, such as:

e If there is no alternative source of goods available from
non-U.S. countries/regions or domestic manufacturers;

e If the imposition of additional tariffs would cause severe
economic damages to the applicant; and

e If the imposition of additional tariffs would bring
significant negative impacts on associated industries
(e.g. slowing down the development and technology
advancement, and resulting other negative impacts on
the employment and environment).

As the exclusion process is new, there is no precedence to
understand how the government authorities would consider
the relevant factors in developing their opinions.

Considering the evolving China-U.S. trade measures,
importers and relevant stakeholders affected by the additional
tariff are recommended to closely monitor further
development, and consider leveraging the exclusion policy to
manage tariff expenses and mitigate the impact on supply
chain, in specific which shall include:-

e Sort out the business situations of the enterprises, as
well as the data of the whole industry, and evaluate the
holistic impact of the additional tariffs on enterprises
and the industry;

e Comprehensively assess the import products' situation,
select appropriate approach to apply for the exclusion,
(e.g. to apply for exclusion through industries/business



association or by the enterprise itself, to apply for
exclusion for all the goods under a 8-digit HS code or
only some of them); and

¢ Analyse and brainstorm on the exclusion reasons based
on the enterprise's situation and position in the sector,
develop strong grounds on the necessity and rationale
of the exclusion.

Deloitte's Global Trade Advisory specialists are part of a global
network of professionals who can provide specialized
assistance to companies in global trade matters. We can
support with visibility derived through Deloitte's Global Trade
Radar data analytics tool to identify the potential impact and
develop the solution to the additional tariff to the businesses.
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