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Trade Advisory Newsflash

U.S. adds 44 China-based entities to
the Department of Commerce Entity
List

The Department of Commerce Bureau of Industry and Security
(BIS) has 15 C.F.R. Part 744, Supplement No. 4, of
the Export Administration Regulations (EAR), adding 44 China-
based entities to the Entity List. The list of 44 consists of 8
large state-owned enterprises and 36 of their subsidiaries. This
rule change became effective on 1 August 2018.

The Entity List is an important piece of the U.S. export control
regime. It identifies entities the U.S. has determined to be
involved in activities contrary to its national security or foreign
policy interests. Entities are placed on the Entity List pursuant
to a policy review of end-use and end-users undertaken by the
End-User Review Committee, which consist of the
Departments of Commerce, State, Defense, Energy and
Treasury. U.S.-origin items subject to the EAR involving any of
the entities within the "Entity List" will be subject to a licensing
requirement.

At the recommendation of the End-User Review Committee,
the BIS has revised the Entity List and added the
aforementioned 44 China-based entities. This rule change will
impose a licensing requirement on U.S.-origin items subject to
the EAR involving any of the newly added entities. BIS will
review new license requests with respect to these entities
under a policy of presumption of denial.

These new licensing requirements apply to all transactions that
involve the export, reexport, or in-country transfer of any item
subject to the EAR to the 44 newly identified entities. These
requirements also extend to transactions where any of these
entities act as purchasers, intermediate consignees, ultimate
consignees, or end-users. Further, none of the EAR license


https://www.gpo.gov/fdsys/pkg/FR-2018-08-01/html/2018-16474.htm

exceptions will be available for transactions involving these
entities.

U.S. export laws and implementing regulations place
restrictions on broadly defined “exports” of sensitive items,
software, and technology and affect American and foreign
entities alike. These restrictions include retransfers, or
reexports beyond the intended end-use and end-user.

As for the suppliers of the newly identified entities, all U.S.-
based and foreign companies doing business with any of the
44 named entities should re-examine their current supply
chain and export controls compliance arrangements. U.S.-
origin items subject to the EAR that did not require an export
license, including EAR99 items, will now require a BIS license
under the new licensing requirements.

For the vast number of Chinese enterprises with outbound
investment, in the increasingly complex international trade
environment, it is inevitable that they have to manage the
more diversified and strict compliance requirements outside of
China. Chinese enterprises are advised to understand and
familiarize themselves with local trade compliance
requirements, establish export control compliance mechanism
according to their specific business conditions, constantly train
relevant personnel, consider the use of trade automation tools,
and regularly conduct compliance review in order to form an
efficient and operational compliance system.

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. Our
professionals can help companies seeking to manage the
impacts and potential impacts of the developments described
above by:

— Obtaining and analyzing export data to assess the
potential impacts of these recent regulatory measures;

— Conducting compliance reviews to identify potential
compliance risks;

— Providing guidance through the BIS licensing process;

— Scrutinizing the accuracy of export classifications;

— Establish, review and improve export control compliance
procedures;

— Export Control and Trade compliance training; and

— Global trade automation implementation.
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