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Tax Newsflash
China Tariff List 1 coming into force

Starting at 12:01 AM 6 July 2018 Eastern Day Time, the
United States (U.S.) imposed additional tariffs of 25% on
US$34 billion worth of Chinese goods ("U.S. Tariff List 1")
imported into the U.S.

As a corresponding action, China increased tariffs on 545
products of U.S. origin ("China Tariff List 1") by 25% which
became effective at the same moment as the U.S. tariffs
(12:01 AM 6 July 2018 China Standard Time), based on

The China Tariff List 1 includes 545 products such as
agriculture products, aquatic products and automotive. The
current bonded and tax relief policy will remain unchanged,
and the increased tariff cannot be reduced or exempted.

According to a speech made by the Chinese Ministry of
Commerce (MOC) soon after the official imposition of the
additional tariff by the U.S., it is stated that "the U.S.'
measures violated the World Trade Organization (WTO) rules
and have launched the trade war between the two largest
economies in history so far which is a typical trade bullying.
The U.S." measures will harm not only Chinese enterprises, but
also the global economies, including U.S.' own business."


https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180619.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180619.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-bilingual-180619.pdf

The MOC also indicated that the Chinese government will keep
working to create a good business environment in China for
enterprises from all over the world, continue to assess the
impact on those enterprises affected and strive to take
effective measures to help them.

With the China Tariff List 1 coming into force, companies
should also pay attention to the timing of adopting the valid
and applicable tariff rate to confirm that they have applied the
correct tariffs. This is especially important for any companies
which are dealing with post-import customs audits.

According to the prevailing rules of imposition of import duties
(Order [2005] No. 124 of the General Administration of
Customs), the controlling date for determining the valid and
applicable tariff rate is generally the date when customs
accepts the import declaration, special conditions are
summarized as below:

Situation The timing of
applicable tariff rate
Import declaration filed The date when an entry
before the imported goods declaration is filed for the modes
arrive (if approved) of transportation that carried the
goods
Import transshipment The date when the customs office

at the place of designation
accepts the declaration of
transshipment goods

Collective import The date when the customs
declaration upon approval accepts the declaration for each
import of such goods

Imported goods auctioned The date when an entry

by the customs according declaration is filed for the modes

to the regulation of transportation that carried the
goods

Additional duty paid due The date when the violation

to customs violation occurs; or the date when customs
identifies the violation if the date
when the violation occurs is
unable to be determined

It is also worth noting that the effective date of the remaining
114 products mentioned in the Announcement No. 5 (i.e.
"China Tariff List 2") has not yet been announced. For
companies who import products listed in China Tariff List 2,
including chemical products, medical devices and energy
products, there is still time for them to take actions to manage
the potential impact.

Companies should take steps to assess the impact on their
business as soon as possible and, if commercially viable, take
appropriate actions, such as:

e Revisiting arrangements with business partners in order to
optimize their duty cost structure;

e Studying their import data to assess existing/potential
impacts;



e Developing new pricing strategies by considering the
impact of additional tariffs to the cost;

e Reviewing the accuracy of tariff classification and origin
declaration;

e Strategic supply chain reviews to identity alternative
source/supply of affected goods;
Exploring customs value planning and tariff engineering;

e Considering filing a request for exclusion from the
increased tariffs; and

e Improving the quality of import declaration and avoiding
errors so that customs declarations can be accepted in a
timely manner.

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.
If you wish to receive a copy of the affected Harmonized Tariff
codes, please contact us and we will be happy to send these to
you.
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