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The Tariff Commission of the State Council issued the Announcement on the 

Exclusion of Goods under Market-oriented Procurement from Additional Tariff 

against U.S. 
Background 

On 17 February 2020, the Tariff Commission of the State Council issued 
the announcement on the exclusion of goods under market-oriented 
procurement from additional tariff against U.S. (“Announcement 2”), 
deciding upon the applications of domestic enterprises in China, to not 
impose additional counter-tariff against the action of the U.S. under 
Section 301 for a certain period of time on imported goods that are 
procured from the U.S. in line with the conditions and under the market-
oriented and commercial principle. It is the first time for the Tariff 
Commission of the State Council to issue an announcement on excluding 
US products from additional tariffs since China and the US announced 
the first phase of their Economic and Trade Agreement on 13 December 
2019 and officially signed the agreement on 16 January 2020. The 
applicable scope for the excludable products has been expanded based 
on the first two rounds of exclusion work, and the exclusion process has 
been further optimised. These developments have drawn the attention 
of import and export entities, particularly in light of the outbreak of the 
novel coronavirus epidemic. 

Policy 

Applicants 

• Eligible applicants consist of Chinese domestic enterprises that 
intend to sign contracts to purchase and import products from the 
United States. 

• We understand that, in contrast to the application process for the 
first two rounds of exemptions, applicants for the additional tariff 
exemption should be characterised by their “intention to sign a 
contract” with respect to the “purchase and import of products 
from the United States;” and they should also be “domestic 
Chinese enterprises.” These criteria further define the scope of 
eligible applicants. Based on these criteria, industrial associations 
and non-import enterprises are not eligible to apply for these 
exemptions. 

Regulations discussed in 
this issue: 

• Announcement on the 
Exclusion of Goods under 
Market-oriented 
Procurement from 
Additional Tariff against 
U.S. (Announcement No. 
2 [2020] of the Tariff 
Commission) 
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Scope of products that are eligible for the exclusion application process 

• We understand that the scope of products that are eligible for the 
exclusion application process has been expanded and is not 
limited to batches. The product scope is listed in the attachment, 
and the products not on the lists are eligible for the application for 
an additional exclusion. The attachment also specifies the scope of 
products that can be automatically excluded without going 
through the application process. The details are set out in the table 
below: 

                                                                        

 

Application methods and deadline 

• Applicants may complete and submit the exclusion applications on 
the Ministry of Finance’s Tariff Policy Research Centre Website 
(https://gszx.mof.gov.cn).  

• The exclusion declaration system will begin accepting applications 
on 2 March 2020, and no deadline has been stipulated yet. 

Filing requirements for applications 

• For products on the lists, HS codes, planned procurement amounts 
and other information shall be entered in the exclusion application. 

• When submitting an application for an additional exclusion, the 
impact of the additional tariffs on the applicant and other 
necessary explanations must also be provided in the application in 
addition to the above-mentioned information. 

• We understand that, compared with the first two rounds of 
exclusion applications, the declaration procedures have been 
simplified, and there is less stress on irreplaceability and industry 
influence and more focus on the planned procurement amount. 

Application results 

• The application will be approved by the Tariff Commission of the 
State Council, which will directly notify applicants of their results. 

 

List of products eligible for 
the exclusion application 
process 

Products eligible for the 
application for an 
additional exclusion 

Products automatically 
eligible for exclusion 
without going through the 
application process 

• Certain products for 
which the additional 
tariffs China imposed in 
response to the US 
Section 301 Tariff 
Measures have not been 
stopped or suspended 

• Includes products under 
696 8-digit HS codes, e.g. 
agricultural products 
such as soybeans, 
energy products such as 
crude oil, and other 
types of products 

• Products not on the lists 
attached to the 
announcement, such as 
animal and plant 
products, food, chemical 
products, textile 
products, steel products, 
electrical products, 
electromechanical 
equipment and 
electronic products, etc. 

 

• Products imported from 
the US under the import 
and export tariff 
reduction or exemption 
policies that have been 
introduced and that will 
be introduced after 
approval is granted 

• Products imported and 
exported through 
express delivery 

• Products that have been 
included in the additional 
tariff exemption lists for 
US imports within the 
period of exclusion 

https://gszx.mof.gov.cn/


 
© 2020 KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms affiliated with KPMG International 

Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in China. 
             

 

 

• Where the exclusion application is approved, the exclusion period 
for the applicants’ products will be valid for 1 year following the 
date of approval. The amount to be excluded is subject to the 
approved import amount, with any excess not eligible for 
exclusion. 

• The above-mentioned exclusion measures also apply to excess 
amounts that are clearly specified in the import contract, but the 
quantity of the excess amount cannot exceed 10% of the approved 
import quantity. 

• The policy also specifies that additional tariffs that were imposed 
on the products before approval cannot be refunded. 

Procurement implementation 

• Applicants must upload the transaction information in a timely 
manner. The unexecuted part of the approved procurement plan 
will automatically become invalid at the end of the month. An 
additional exclusion application must be submitted within the 
required timeframe for the part of the procurement plan that 
extends beyond the current month, and products under that part 
of the plan cannot be excluded until approval is granted by the 
Tariff Commission of the State Council. 

• Before the import declaration, applicants must submit a self-
declaration and obtain the exclusion number so that they can fill in 
their declaration files. 

KPMG observations 

Since China and the US entered into the first phase of the Economic and 
Trade Agreement, the issuance of Announcement 2 can be understood 
as part of China’s unremitting efforts to solve the current trade friction 
between the two countries. The implementation of Announcement 2 will 
reduce costs issues for enterprises and boost their development by 
minimising tax burdens in relation to products procured and imported 
from the US. Announcement 2 will give a “heart-strengthening shot” to 
import and export entities, especially in light of the outbreak of the 
coronavirus epidemic. Therefore, we suggest that related import 
enterprises take advantage of this opportunity and fully assess their 
exclusion requests. Particular attention should be paid to the following 
issues: 

• The range of products that may be exempted from additional 
tariffs for market-oriented procurement has been broadened. 
Products under the 696 8-digit HS codes are included in the lists, 
but products not on the lists can apply for the additional exclusion. 
We recommend that enterprises sort out their actual imported 
products that are subject to additional tariffs by dividing them into 
products on the lists and products not on the lists according to the 
attachment to Announcement 2. Also, enterprises must draw up 
the scope for the exclusion application and make a procurement 
plan for products in order to apply for the exclusion. This plan must 
include the procurement quantity, procurement intention/
agreement, and procurement time. 

• As the exclusion policy puts certain restrictions on applicants, 
enterprises need to come up with a reasonable plan based on the 
practical nature of their import and export businesses as soon as 
possible. This is especially important for group companies, which 
must specify which of their import companies will serve as the 
applicant and actually apply for the exclusion.  
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• Moreover, since the procurement plan serves as a basis for the 
exclusion application, enterprises must carry out procurement in 
strict accordance with the plan and break down the schedule into 
monthly work plans in both the application stage and the 
implementation stage. In order to ensure the smooth 
implementation of the exclusion work, we suggest that enterprises 
formulate a reasonable procurement plan as soon as possible so 
that they can avoid wasting their exclusion quota as a result of 
differences in the imported amount, and avoid having to submit 
additional applications as a result of importing products in excess 
of the approved amount. 

• The exclusion application process will focus on the applicants, and 
the assessment results will be transmitted to the applicant directly 
rather than being published publicly. Enterprises should 
proactively start the application process in order to safeguard their 
vital interests as there is no “free ride” provided by the policies 
anymore. Where the exclusion application is approved, imported 
products will obtain the tariff exemption by declaring the 
“exclusion number.” Enterprises should also strengthen their 
focus on related internal operational procedures and update such 
procedures.  

• Announcement 2 does not set a deadline for applications, and the 
announcement provides an option for an additional application, 
which indicates that the exclusion application work will be ongoing 
and become standardised. In order to maximise the policy’s 
benefits, related enterprises should actively follow-up on policy 
development and implementation, fully prepare their exclusion 
applications, and familiarise themselves with the import 
procedures that apply after the products have been excluded from 
additional tariffs.  

• Although the outbreak of the novel coronavirus has had a negative 
impact on the economy, this exclusion application policy has been 
launched in a timely manner and is in line with the exemption on 
import taxes for donated supplies that was launched previously. 
These policies demonstrate the Chinese government’s resolve in 
prevailing over the epidemic. Against this backdrop, we suggest 
that enterprises take advantage of the opportunities, overcome the 
current difficulties, and minimise losses resulting from the 
suspension of work, production and delivery caused by the 
outbreak. 



© 2020 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 
Swiss entity. © 2020 KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms affiliated with KPMG 
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.

Contact us

Northern Region

Eastern and Western Region

Southern Region

Daniel Hui
Tax Partner
KPMG China
T: +852 2522 7815
E: daniel.hui@kpmg.com

Hong Kong

© 2020 KPMG, KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms affiliated with KPMG 
International Cooperative ("KPMG International"), a Swiss entity. All rights reserved. Printed in China.

The KPMG name and logo are registered trademarks or trademarks of KPMG International.

Eric Zhou
China Trade and Customs Services
KPMG China
Lead Partner
T: +86 (10) 8508 7610
E: ec.zhou@kpmg.com  

Nathan Wang
Director, International Trade and 
Customs
KPMG China
T: +86 (10) 8553 3713
E: nathan.s.wang@kpmg.com 

Cheng Dong 
Partner, International Trade and 
Customs
KPMG China
T: +86 (21) 2212 3410
E: cheng.dong@kpmg.com 

Rachel Tao
Director, International Trade and 
Customs
KPMG China
T: +86 (21) 2212 3473
E: rachel.tao@kpmg.com  

Grace Luo
Tax Partner
KPMG China
T: +86 (20) 38138609
E: grace.luo@kpmg.com

Vivian Chen
Tax Partner
KPMG China
T: +86 (755) 2547 1198
E: vivian.w.chen@kpmg.com

Philip Xia 
Director, International Trade and 
Customs
KPMG China
T: +86 (20) 3813 8674
E: philip.xia@kpmg.com

Stella Jin
Director, International Trade and 
Customs
KPMG China
T: +86 (755) 2547 1152
E: stella.jin@kpmg.com

并肩赋能
税道渠成



© 2020 KPMG, KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative ("KPMG International"), a Swiss entity. All rights reserved. Printed in China.

The KPMG name and logo are registered trademarks or trademarks of KPMG International.

Auto
William Zhang
+86 (21) 2212 3415
william.zhang@kpmg.com

Grace Luo
+86 (20) 3813 8609
grace.luo@kpmg.com

Energy & Natural Resources
Jessica Xie
+86 (10) 8508 7540
jessica.xie@kpmg.com

Ling Lin
+86 (755) 2547 1170
ling.lin@kpmg.com

Technology, Media & 
Telecommunications

Sunny Leung
+86 (21) 2212 3488
sunny.leung@kpmg.com

Financial Services 
Tracey Zhang
+86 (10) 8508 7509
tracy.h.zhang@kpmg.com

John Timpany
+852 2143 8790
john.timpany@kpmg.com

Private Enterprise
Karmen Yeung
+852 2143 8818
karmen.yeung@kpmg.com 

Koko Tang
+86 (755) 2547 4180
koko.tang@kpmg.com

Technology, Media & 
Telecommunications

Kelly Liao
+86 (20) 3813 8668
kelly.liao@kpmg.com

Real Estate
Jennifer Weng
+86 (21) 2212 3431
jennifer.weng@kpmg.com

Ricky Gu
+86 (20) 3813 8620
ricky.gu@kpmg.com

Domestic Chinese Market
Wayne Tan
+86 (28) 8673 3915
wayne.tan@kpmg.com

John Wang
+86 (571) 2803 8088
john.wang@kpmg.com

Asset Management Private Equity 
Darren Bowdern
+852 2826 7166
darren.bowdern@kpmg.com

US Desk
David Ling
+1 609 874 4381
davidxling@kpmg.com

Shirley Shen
+1 669 208 5352
yinghuashen1@kpmg.com

Japanese Market
Naoko Hirasawa
+86 (21) 2212 3098
naoko.hirasawa@kpmg.com

Vivian Chen
+86 (755) 2547 1198
vivian.w.chen@kpmg.com

Korean Market
Henry Kim
+86 (10) 8508 7023
henry.kim@kpmg.com

Global Transfer Pricing Services
Xiaoyue Wang
+86 (10) 8508 7090
xiaoyue.wang@kpmg.com

Research & Development Tax
Bin Yang
+86 (20) 3813 8605
bin.yang@kpmg.com 

Legal & Indirect Tax
Lachlan Wolfers
+852 2685 7791
lachlan.wolfers@kpmg.com

Global Compliance Management 
Services

Stanley Ho
+852 2826 7296
stanley.ho@kpmg.com

M&A Tax
Michael Wong
+86 (10) 8508 7085
michael.wong@kpmg.com

Tax Dispute Resolution 
Tony Feng
+86 (10) 8508 7531
tony.feng@kpmg.com

International Tax
Christopher Xing
+852 2140 2275
christopher.xing@kpmg.com

People Services 
Murray Sarelius
+852 3927 5671
murray.sarelius@kpmg.com

Tax Managed Services
Maggie Mao
+86 (21) 2212 3020
maggie.y.mao@kpmg.com

Accounting & Payroll
Janet Wang 
+86 (21) 2212 3302
janet.z.wang@kpmg.com 

Trade & Customs
Eric Zhou
+86 (10) 8508 7610
ec.zhou@kpmg.com

Tax Transformation & Tax Technology
Michael Li
+86 (21) 2212 3463
michael.y.li@kpmg.com

US Corporate Tax
Wade Wagatsuma
+852 2685 7806
wade.wagatsuma@kpmg.com

China Tax Centre
Conrad Turley
+86 (10) 8508 7513
conrad.turley@kpmg.com

China Tax Centre
Carol Cheng
+86 (10) 8508 7644
carol.y.cheng@kpmg.com

Learning & Development Tax
Irene Yan
+86 (10) 8508 7508
irene.yan@kpmg.com

National Leader
Lewis Lu
Head of Tax, KPMG China
+86 (21) 2212 3421
lewis.lu@kpmg.com 

National Tax Markets Leader
Lilly Li
Partner-in-Charge, 
KPMG China
+86 (20) 3813 8999
lilly.li@kpmg.com

National Tax Operations Leader
Anthony Chau
Partner-in-Charge, 
KPMG China
+86 (21) 2212 3206
anthony.chau@kpmg.com

Regional Leaders
Curtis Ng
Regional Tax Partner-in-Charge,
Northern Region
+86 (10) 8508 3208
curtis.ng@kpmg.com

Jennifer Weng
Regional Tax Partner-in-Charge,
Eastern & Western Region
+86 (21) 2212 3431
jennifer.weng@kpmg.com

Karmen Yeung
Regional Tax Partner-in-Charge,
Southern Region
+852 2143 8818
karmen.yeung@kpmg.com

John Timpany
Regional Tax Partner-in-Charge,
Hong Kong (SAR)
+852 2143 8790
john.timpany@kpmg.com

For any enquiries, please send to our public mailbox: taxenquiry@kpmg.com or contact our partners/directors.

Contact Us

kpmg.com/cn

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and
timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such
information without appropriate professional advice after a thorough examination of the particular situation.

Management Leaders

Service Lines Leaders

Sector / Market segment Leaders

Operations

mailto:taxenquiry@kpmg.com

	The Tariff Commission of the State Council issued the Announcement on the Exclusion of Goods under Market-oriented Procurement from Additional Tariff against U.S.
	20200203_Contact us_Customs(EN).pdf
	Slide Number 1

	20200227_Contact page_EN.pdf
	Slide Number 1




