National Electrical Manufacturers Association

= s
= == 1300 17" Street North
0‘%%2255. 4 sui
=1 e oo
Arlington, VA 22209

Nat|0na| Electrical Manufacturers Association
www.nema.org

BY ELECTRONIC FILING?
PUBLIC DOCUMENT

June 28, 2024

Juan Millan

Acting General Counsel
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Washington, DC 20508

Re: Request for Comments on Section 301 Proposed Modifications and Exclusion Process —
Docket Number USTR-2024-0007

Dear Mr. Millan:

The National Electrical Manufacturers Association (“NEMA”), on behalf of its members, respectfully
submits the following comments in response to the Federal Register notice Request for Comments on
Proposed Modifications and Machinery Exclusion Process in Four-Year Review of Actions Taken in the
Section 301 Investigation: China’s Acts, Policies, and Practices Related to Technology Transfer,
Intellectual Property, and Innovation published by the Office of the U.S. Trade Representative (“USTR”)
on May 28, 2024.2

These comments also incorporate responses to Actions by the United States Related to the Statutory
Four-Year Review of the Section 301 Investigation of China’s Acts, Policies, and Practices Related to
Technology Transfer, Intellectual Property, and Innovation published by the White House in the Federal
Register on May 20, 2024 (Memorandum of May 14, 2024),% and Notice of Extension of Certain
Exclusions: China's Acts, Policies, and Practices Related to Technology Transfer, Intellectual Property, and
Innovation published by USTR in the Federal Register on May 30, 2024.

We greatly appreciate the opportunity to provide these comments on the Section 301 investigation and
Section 301 tariff regime and look forward to working with USTR to remedy continuing concerns with
China’s acts, policies, and practices while ensuring that the Section 301 tariff regime supports the
Administration’s infrastructure, economic competitiveness, supply chain resilience, and clean energy
transition policy goals. We ask that USTR carefully consider these comments and those submitted
directly by our member companies in the electroindustry.

! Docket No. USTR-2024-0007. Filed electronically at https://comments.ustr.gov/s/docket?docketNumber=USTR-
2024-0007.

289 FR 46252, May 28, 2024, https://www.govinfo.gov/content/pkg/FR-2024-05-28/pdf/2024-11634.pdf.
389 FR 44541, May 20, 2024, https://www.govinfo.gov/content/pkg/FR-2024-05-20/pdf/2024-11193.pdf.
4 89 FR 46948, May 30, 2024, https://www.govinfo.gov/content/pkg/FR-2024-05-30/pdf/2024-11904.pdf.
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1. Executive Summary

In May 2024, USTR announced a range of Section 301 actions that will significantly impact the U.S.
electrical goods industry (“the electroindustry”). These actions include (1) the release of the statutory
Section 301 Four-Year Review, (2) proposed tariff increases on a range of goods, (3) a new limited
exclusion process, and (4) the withdrawal of certain product-specific tariff exclusions.

Since 2021, the U.S. electroindustry has invested more than $12 billion in the United States to
increase production of clean energy-focused electrical goods in the United States. The electroindustry
is reshoring, near shoring, and friend shoring its global supply chain in response to market demand and
incentives in the Infrastructure Investment and Jobs Act (llJA), Inflation Reduction Act (IRA), and other
government policy initiatives, including Section 301. Importantly, U.S. imports of electroindustry goods
from China decreased by 6.7 percent from 2018 to 2023, and China’s share of U.S. electroindustry
imports decreased from 28.2 percent in 2018 to 17.9 percent in 2023.

Section 301 Four-Year Review. While NEMA continues to support the general policy goals of Section
301, many NEMA members have been frustrated with the delay in releasing the report, the lack of
rigorous economic analysis and self-reflection in the report, and the absence of real engagement with
the business community, policymakers, and lawmakers on Section 301 matters. To foster greater
support and bolster confidence in the Section 301 regime, we encourage USTR to implement a series of
actions that include releasing an updated and comprehensive database of all tariff lines subject to
Section 301 duties, allowing more time for companies to file comments, holding a public hearing on
Section 301 modifications, and requesting that USTR initiate a more rigorous fact-finding report of the
economy-wide effects of the Section 301 tariff regime.

Section 301 tariff increases. The Section 301 tariff increases disproportionately impact the
electroindustry, as electroindustry goods account for 71.3% of the higher Section 301 tariffs. The
announced tariff increases will increase assessed Section 301 duties on electroindustry goods from $1.3
billion in 2023 to $4.0 billion in 2026, with Section 301 import duties on electroindustry goods increasing
by $171 million in 2024, $766 million in 2025, and $2.7 billion in 2026. To ensure that the Section 301
tariff increases have a positive impact and advance Administration goals, USTR should adopt reasonable
implementation flexibilities to “rates and dates” based on empirical data, market realities, and
alignment with changing government policies and priorities.

New limited Section 301 exclusion process. While USTR has established a new Section 301 exclusion
process, the list of eligible goods is almost exclusively limited to non-electrical machinery, equipment,
and parts. It is unclear and unexplained why USTR has not broadly included electrical machinery,
equipment, and parts as goods eligible for Section 301 tariff exclusions. Electrical goods are critically
important, if not essential, in supporting domestic manufacturing of clean energy and advanced
technology goods such as semiconductors, renewable energy, electric vehicles (EVs), and artificial
intelligence data centers. The exclusion of electrical goods from Section 301 tariff exclusion
consideration also contradicts and undermines USTR’s policy goals of reshoring/new shoring production
of clean energy and advanced technology goods in the United States and developing more robust and
resilient supply chains. USTR should expand the Section 301 product-specific exclusion process to
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include all goods (including electrical machinery, equipment, and parts) that support production of clean
energy and advanced technology goods in the United States. USTR should also support the product-
specific tariff exclusion requests submitted directly by NEMA members.

Withdrawal of product-specific tariff exclusions. USTR announced that it would not extend tariff
exclusions on 205 10-digit tariff line with U.S. imports from China valued at $38.1 billion in 2023,
accounting for 8.9 percent of U.S. imports from China. Electroindustry goods accounted for 13.2 percent
of non-extended tariff exclusions lines and 14.0 percent of the value of non-extended exclusions, with
U.S. imports from China valued at $5.3 billion in 2023. Duties on these 26 electroindustry tariff lines will
increase by $1.6 billion beginning on June 14, 2024. NEMA is requesting USTR to reinstate all non-
extended Section 301 exclusions until it can provide specific reasons why each tariff line was singled out
and USTR has established an appeal and rectification process for non-extended exclusions.

Recommendations. NEMA presents a set of recommendations to USTR focused on establishing
reasonable and transparent procedures for soliciting, considering, analyzing, and implementing public
comments and addressing industry and stakeholder concerns.

1. USTR should extend the comment period by at least another 30 days and hold a public hearing.

2. USTR should expand the Section 301 product-specific exclusion process to include all goods that
support U.S. production of clean energy and advanced technology goods.

3. USTR should reinstate all non-extended Section 301 exclusions until it can provide specific
reasons why each tariff line was singled out, and USTR establishes an appeal and rectification
process for non-extended exclusions.

4. USTR should immediately publish an updated and consolidated database of tariff lines subject to
Section 301 tariffs.

5. USTR should adopt Section 301 tariff adjustment flexibilities that align with market realities.

6. The President and/or Congress should request a comprehensive independent fact-finding
investigation of the economy-wide impacts of the Section 301 tariff regime.

7. The President and Congress should consider additional incentives to stimulate U.S. investments
and production of stationary lithium-ion batteries essential to the growth of renewable energy
generation, transmission, and distribution at commercial-utility scale.

Conclusion. USTR’s proposed Section 301 actions will significantly impact the U.S. electroindustry.
NEMA respectfully requests that USTR carefully consider these comments as well as comments and
exclusion requests submitted directly by NEMA member companies, which are intended to support the
underlying policy goals of Section 301 while addressing unforeseen, unintended, and negative
consequences of the Section 301 tariff regime.
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2. About NEMA and the Electroindustry

NEMA, based in Arlington, VA, is the leading trade association representing manufacturers of electrical
goods (“the electroindustry”), with more than 325 member companies directly employing over 460,000
U.S. workers in more than 12,500 facilities across all 50 states and contributing more than $250 billion
to the U.S. economy annually. NEMA members are leading producers of manufactured goods for the
grid, industrial, built environment, and mobility sectors.® Figure 1 presents the electroindustry’s product
scope® by end-market sectors with U.S. consumption exceeding $340 billion annually.”

Figure 1
Electroindustry: Product scope by end-market sectors
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The electroindustry is one of the largest manufacturing sectors of the U.S. economy and is
spearheading the transition to an all-electric economy. The industry also is a key driver of U.S.
infrastructure development and future economic growth. Importantly, the U.S. electroindustry relies on
one of the most complex global supply chains of any industry in the United States, encompassing goods
in 12 Harmonized System (HS) chapters,® 54 tariff headings,® 240 6-digit tariff subheadings, and 767 10-
digit statistical reporting numbers. Figure 2 presents a list of the industry’s HS 6-digit tariff subheadings.

5 Additional information about NEMA may be found at https://www.nema.org/.

8 The electroindustry trade sectors exclude end-market consumer electronics, information and communications
technology (ICT) goods, home appliances, and air-conditioning, heating, and refrigeration equipment. However,
shared supply chain parts and components may be included in these sectors.

72024 Guide to the Electroindustry, NEMA, https://www.nema.org/docs/default-source/nema-documents-
libraries/2024-guide-to-the-electroindustry.pdf.

8 HS chapters 25, 38, 68, 72, 73, 74, 84, 85, 86, 90, 91, 94.

% HS headings 2504, 3801, 6815, 7226, 7305, 7306, 7407, 7408, 7409, 7411, 7413, 8405, 8412, 8483, 8501, 8502,
8503, 8504, 8505, 8506, 8507, 8511, 8512, 8513, 8515, 8516, 8528, 8530, 8531, 8532, 8533, 8535, 8536, 8537,
8538, 8539, 8541, 8543, 8544, 8545, 8546, 8547, 8548, 8608, 9006, 9018, 9022, 9027, 9028, 9030, 9032, 9104,
9107, 9405.
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Figure 2
Electroindustry Harmonized System 6-digit subheadings, 2023

“ BUILT ENVIRONMENT INDUSTRIAL MOBILITY

Number of HS6 subheadings = 89 Number of HS6 subheadings = 71 Number of HS6 subheadings = 42 Number of HS6 subheadings = 38
722611 741122 850423 853340 854419 850171 853941 902212 940529 380120 851531 903089 250410 851220
722619 741129 850431 853390 854420 850172 853949 902213 940530 380130 851539 903090 250490 851230
740710 741300 850432 853510 854442 850180 853950 902214 940531 380190 851580 380110 851290
740721 840510 850433 853521 854449 850410 853951 902219 940539 730531 852859 681510 853190
740729 840590 850434 853529 854460 851310 853952 902221 940540 730630 853641 681511 853210
740811 841280 850440 853530 854610 851390 853990 902229 940541 848340 853649 681512 853221
740819 850161 850450 853540 854620 851680 854140 902230 940542 848390 854320 681513 853222
740821 850162 850490 853590 854690 853010 854141 902290 940549 850110 854370 681519 853223
740822 850163 850710 853610 854790 853080 854142 902780 940550 850120 854390 850153 853224
740829 850164 850720 853620 853090 854143 902789 940592 850131 854511 850610 853225
740911 850211 850730 853630 853110 854149 903210 940599 850132 854800 850630 853229
740919 850212 850740 853650 853120 860800 903220 850133 854890 850640 853230
740921 850213 850750 853661 853180 900661 903289 850134 902830 850650 853290
740929 850220 850780 853669 853910 900669 903290 850140 902890 850660 854430
740931 850231 850790 853690 853921 900691 910700 850151 903031 850680 854519
740939 850239 853310 853710 853922 901812 940510 850152 903032 850690 854520
740940 850240 853321 853720 853929 901813 940511 850520 903033 850760 854590
740990 850300 853329 853810 853931 901814 940519 850590 903039 851180 910400
741110 850421 853331 853890 853932 901819 940520 851521 903040 851190

741121 850422 853339 854411 853939 901820 940521 851529 903084 851210

1 Tariff subheadings are presented at the internationally consistent HS 6-digit level (HS6) so that international trade data can be compared and
analyzed across countries and regions. Because of the broad product scope and complex supply chains of the electroindustry, some intermediate
and finished goods may overlap multiple sectors. In such cases, the dominant sector for such goods has been used for classification.

NEMA member companies rely on secure, fairly priced supplies of raw materials and inputs, including
intermediate goods, for the manufacture of building, industrial, lighting, medical imaging,
transportation, utility systems, and other electrical goods and services used throughout the nation’s
public and private infrastructure. These products are sold as finished goods or incorporated as
components into other industrial and commercial products.

The U.S. electroindustry is the fourth largest exporter and second largest importer of manufactured
goods in the United States. In 2023, the U.S. exported $113.3 billion and imported $245.0 billion of
electroindustry goods.°

3. Electroindustry Trade with China

China was the third leading export market for U.S. electroindustry goods in 2023, accounting for 5.9
percent of U.S. exports, behind Mexico (26.7 percent) and Canada (18.8 percent). China was the second
leading import source of electroindustry goods for the United States, accounting for 17.9 percent of U.S.
imports, behind only Mexico (24.0 percent). Figure 3 presents U.S. trade in electroindustry goods by
partner in 2023.

10 Based on U.S. Census Bureau data.
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Figure 3
Electroindustry: U.S. trade, by partner, 2023
Share of U.S. Exports Share of U.S. Imports
Percent based on value Percent based on value
Mexico Mexico
26.7% 24.0%
All other All other
39.7% 41.3%
China
Canada 17.9%
Netherlands / 18.8% South /
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Source: U.S. Census Bureau.

The U.S. electroindustry was the fifth largest U.S. exporter of manufactured goods to China and the
largest U.S. importer of such goods from China in 2023. The U.S. electroindustry exported $6.7 billion of
electrical goods to China in 2023, which trailed only four other industries — oil (513.3 billion),
pharmaceutical ($9.9 billion), automotive ($8.2 billion), and aircraft (56.8 billion). The industry imported
$43.9 billion of electrical goods from China in 2023 and was the leading importer of manufactured goods
from China. Figure 4 presents U.S. trade with China by selected manufacturing sectors in 2023.

Figure 4
Electroindustry: U.S. trade with China, by selected manufacturing sectors,! 2023

U.S. Exports U.S. Imports
Billion U.S. dollars Billion U.S. dollars
S0 S5 $10 $15 $20 $25 $30 $35 $40 $45 $50 S0 S5 $10 $15 $20 $25 $30 $35 $40 $45 $50
oil Electroindustry 43.9
Pharmaceuticals Textile/Footwear 39.9
Automotive : Metals ‘ ‘ ‘ 1
Aircraft : Automotive ‘ 1
Electroindustry Chemicals
Chemicals Pharmaceuticals
Metals Food/Beverage 2.3
Gas m Aircraft | 0.6
Textile/Footwear [ 2.4 oil 0.1
Food/Beverage 2.1 Gas 0.0

1 Sector definitions:
* Automotive = HS headings 8701 through 8708 and motor vehicle engines under subheadings 8407, 8408, and 8409.
« Aircraft = HS chapter 88.
* Chemicals = HS chapters 28 and 29.
* Food/Beverage = HS chapters 16 through 23.
* Gas = HS heading 2711.
* Metals = HS chapters 72 through 83.
* Oil = HS headings 2707 through 2710.
* Pharmaceuticals = HS chapter 30.
« Textile/Footwear = HS chapters 50 through 67.

Source: U.S. Census Bureau.
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The United States exported $6.7 billion of electroindustry goods to China in 2023, a decrease of 4.8
percent from 2018 to 2023. Figure 5 presents U.S. exports of electroindustry goods to China from 2018
to 2023.

Figure 5
Electroindustry: U.S. exports to China, 2018-2023

Billion U.S. dollars
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Source: U.S. Census Bureau.

The United States imported $43.9 billion of electroindustry goods from China in 2023, down from $47.0
billion in 2018. Figure 6 presents U.S. imports of electroindustry goods from China from 2018 to 2023.
While total U.S. imports of electroindustry goods decreased by 6.7 percent from 2018 to 2023, U.S.
imports of electroindustry goods under product-specific Section 301 exclusions decreased by 42.0
percent.

Figure 6
Electroindustry: U.S. imports from China, by type, 2018-2023
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Source: U.S. Census Bureau.



Docket Number USTR-2024-0007 PUBLIC
June 28, 2024 National Electrical Manufacturers Association (NEMA)

For decades, China was the leading import source for U.S. electroindustry goods. However, in 2019,
China fell to second place behind Mexico after the United States imposed Section 301 tariffs on most
electroindustry good imports from China. The United States imported $43.9 billion of electroindustry
goods from China in 2023. While overall U.S. imports increased by 46.7 percent from 2018 to 2023, U.S.
imports from China decreased by 6.7 percent, and China was the only U.S. trade partner in the top ten
import sources to experience a decrease in U.S. imports of electroindustry goods from 2018 to 2023.
Table 1 presents U.S. imports of electroindustry goods from China and other leading import sources
from 2018 to 2023.

Table 1
Electroindustry: U.S. imports, by partner, 2018-2023
Partner 2018 2019 2020 2021 2022 2023 2023 Share A 2022-23 A 2018-23 A 2018-23
2023 U.S. dollars Percent U.S. dollars
1 Mexico 40,153,703,251 41,774,138,595 37,533,901,487 43,257,789,957 51,876,733,218 58,833,705,235 24.0% 13.4% 46.5% 18,680,001,984
2 China 47,019,587,366 37,105,337,449 32,392,194,454 39,612,432,891 46,246,306,295 43,873,601,496 17.9% -5.1% -6.7%  -3,145,985,870
3 Japan 13,099,825,760 12,761,373,843 11,828,187,803 14,439,677,976 15,438,466,766 14,963,165,683 6.1% -3.1% 14.2%  1,863,339,923
4 Germany 11,082,834,782 11,068,824,799 10,377,727,142 11,988,268,220 12,743,407,001 13,688,153,226 5.6% 7.4% 235%  2,605,318,444
5 South Korea 5,655,538,971 5,744,485,686 6,174,556,231 8,205,454,777 10,899,985,019 12,427,651,787 5.1% 14.0% 119.7% 6,772,112,816
6 Vietnam 2,486,873,245 4,829,990,315 6,920,350,763 8,465,677,389 10,977,515,935 12,381,858,947 5.1% 12.8% 397.9% 9,894,985,702
7 Canada 7,483,094,010  7,506,925,729  6,665,692,017  8,391,715,340  9,764,871,962 10,794,737,747 4.4% 10.5% 44.3%  3,311,643,737
8 Malaysia 3,889,201,629 5,344,733,256 5,645,966,630 7,131,609,209 8,972,701,262 9,402,574,893 3.8% 4.8% 141.8% 5,513,373,264
9 Thailand 1,789,001,387 2,181,128,876 3,480,027,781 4,186,607,929 6,348,796,654 9,391,677,778 3.8% 47.9% 425.0% 7,602,676,391
10 Taiwan 4,055,503,802  4,759,320,069  4,985,462,060  6,625,714,060  8,121,813,844  6,743,107,276 2.8% -17.0% 66.3%  2,687,603,474
All other 30,316,076,135 31,728,030,328 30,463,717,827 36,700,211,485 45,466,361,658 52,470,753,713 21.4% 15.4% 73.1% 22,154,677,578
TOTAL 167,031,240,338 164,804,288,945 156,467,784,195 189,005,159,233 226,856,959,614 244,970,987,781 100.0% 8.0% 46.7% 77,939,747,443

Source: U.S. Census Bureau.

China’s share of U.S. electroindustry imports has decreased substantially since 2018, falling from 28.2
percent in 2018 to 17.9 percent in 2023. U.S. imports of electroindustry goods under product-specific
Section 301 exclusions decreased from 14.6 percent of U.S. imports in 2018 to 5.8 percent of U.S.
imports in 2023. Figure 7 presents U.S. imports of electroindustry goods from China as a share of total
U.S. imports of electroindustry goods from 2018 to 2023.

Figure 7
Electroindustry: U.S. imports from China as a share of total U.S. imports, by type, 2018-2023
O= All imports @Om Exclusion imports O= Non-exclusion imports

Percent based on value
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o 20.7% 21.0% 20.4%
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13.6% ——Ca - o o
10% 10.9% —
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Source: U.S. Census Bureau.
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The U.S. electroindustry has been assessed an estimated $28.9 billion of Section 301 import duties
from 2019 to 2023, and has foregone an estimated $20.9 billion of Section 301 duties on goods eligible
for product-specific exclusions. The Section 301 duties are largely assessed on intermediate goods used
to manufacture downstream or finished goods, and negatively impact the overall competitiveness of the
industry. Figure 8 presents Section 301 import duties assessed and forgone from 2019 to 2023.

Figure 8
Electroindustry: Estimated assessed Section 301 import duties, 2019-2023

m Non-exclusion import duties assessed T Exclusion import duties forgone

Billion U.S. dollars
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Source: U.S. Census Bureau.

4. Section 301 Four-Year Review

On March 18, 2018, USTR published the findings of its initial Section 301 investigation concerning
China’s acts, policies, and practices related to technology transfer, intellectual property, and
innovation.!* NEMA supported the initial investigation and findings. However, some NEMA members
have concerns regarding the implementation and effectiveness of the Section 301 tariff regime, the
inclusion of certain products, the limited nature of the exclusion process, the tariff inversions created by
the Section 301 tariffs, and the negative impact of the tariffs on global competitiveness.

On May 5, 2022, USTR initiated the statutory Four-Year Review of China’s Acts, Policies, and Practices
Related to Technology Transfer, Intellectual Property, and Innovation investigation.!? After a two-year
investigation, USTR finally published its statutory Four-Year Review on May 14, 2024.1* While NEMA

11 Findings of the Investigation Into China’s Acts, Policies, and Practices Related to Technology Transfer, Intellectual
Property, and Innovation Under Section 301 of the Trade Act of 1974, USTR, March 22, 2018,
https://ustr.gov/sites/default/files/Section%20301%20FINAL.PDF.

1287 FR 26797, May 5, 2022, https://www.govinfo.gov/content/pkg/FR-2022-05-05/pdf/2022-09688.pdf.

13 Four-Year Review of Actions Taken in the Section 301 Investigations: China’s Acts, Policies, and Practices Related
to Technology Transfer, Intellectual Property, and Innovation, USTR, May 14, 2024,
https://ustr.gov/sites/default/files/05.14.2024%20Four%20Year%20Review%200f%20China%20Tech%20Transfer
%20Section%20301%20(Final).pdf.
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continues to support the general policy goals of Section 301, many NEMA members have been
frustrated with the delay in releasing the report, the lack of rigorous economic analysis and self-
reflection in the report, and the absence of real engagement with the business community,
policymakers, and lawmakers on Section 301 matters.

Since 2021, the U.S. electroindustry has invested more than $12 billion in the United States to
increase production of clean energy-focused electrical goods in the United States. The electroindustry
is reshoring, near shoring, and friend shoring its global supply chain in response to market demand and
incentives in the Infrastructure Investment and Jobs Act (IlJA), Inflation Reduction Act (IRA), and other
government policy initiatives, including Section 301. Importantly, U.S. imports of electroindustry goods
from China decreased by 6.7 percent from 2018 to 2023, and China’s share of U.S. electroindustry
imports decreased from 28.2 percent in 2018 to 17.9 percent in 2023.

To foster greater support and bolster confidence in the Section 301 regime, we encourage USTR to
implement a series of actions that include releasing an updated and comprehensive database of all tariff
lines subject to Section 301 duties, allowing more time for companies to file comments and holding a
public hearing on Section 301 modifications, and requesting that USTR initiate a more rigorous fact-
finding report of the economy-wide effects of the Section 301 tariff regime.

Consolidated Section 301 database. USTR should publish an updated, comprehensive, and searchable
database of all tariff lines subject to Section 301 duties, and include the original tariff subheadings and
statistical reporting numbers, the current tariff subheadings and statistical reporting numbers reflecting
2022 Harmonized Tariff System (HTS) nomenclature transpositions, the current Section 301 tariff rates,
and the import duties collected for each tariff line. Additionally, USTR should publish a consolidated list
of all tariff lines affected by China’s Section 301 retaliation. The publication of these lists is essential for
the public and companies to perform an analysis of existing Section 301 tariffs, calculate the potential
impact of proposed modifications to the Section 301 tariffs, and calculate the potential impact of any
retaliatory measures by China.

Extend the time period for comments and hold a public hearing. USTR should extend the comment
period by at least 30 days and hold a public hearing to allow all companies, especially small- and
medium-size enterprises, additional time to file highly technical comments on tariffs that have a major
impact on their businesses. Additionally, USTR should hold a public hearing in accordance with past
practice in 2018 and 2019 when USTR proposed initial tariff increases and implemented a novel
exclusion process.

Independent fact-finding report. The President and/or Congress should request an independent fact-
finding investigation of the Section 301 tariff regime. The President, Senate Finance Committee, or
House Ways & Means Committee should request the U.S. International Trade Commission (USITC) to
initiate a comprehensive Section 332 investigation to examine the economy-wide effects of the Section
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301 duties, including the impact on downstream industries, U.S. investments, U.S. competitiveness, U.S.
exports, U.S. imports, and the long-term impacts on the U.S. economy.**

5. Section 301 Tariff Increases

On May 14, 2024, President Biden announced that Section 301 tariffs would increase on a range of
goods imported from China®® valued at approximately $20.5 billion in 2023.% Table 2 presents the list of
goods subject to higher Section 301 tariffs.

Table 2
Section 301 tariff increases announced on May 14, 2024

Current Section New Tariffs Rates and Effective Dates!

Item

301 Tariff Aug. 1,2024 Jan. 1,2025 Jan. 1,2026

Electric vehicles 25.0% 100%

Lithium-ion batteries (electric vehicles) 7.5% 25%

Lithium-ion batteries (other than electrical vehicle) 7.5% 25%
Battery parts (lead acid batteries) 7.5% 25%

Semiconductors 25.0% 50%

Solar cells (including modules) 25.0% 50%

Certain steel and aluminum products 0.0%-7.5% 25%

Certain respirators and facemasks 7.5% 25%

Medical and surgical gloves 0.0%-7.5% 25%
Natural graphite? 0% 25%
Other critical minerals? 0% 25%

Permanent magnets? 0% 25%
Ship to shore cranes? 0% 25%

Syringes and needles? 0% 50%

189 FR 44531, May 14, 2024.
2 product not currently subject to Section 301 tariffs.

Source: USTR.

14 The USITC study Economic Impact of Section 232 and 301 Tariffs on U.S. Industries, released in March 2023, was
a narrowly focused study that did not assess the economy-wide impacts of the Section 301 tariffs, nor did it
examine the estimated effects of the tariffs on downstream industries, U.S. investment, U.S. economic
competitiveness, or long-term effects on the U.S. economy, https://www.usitc.gov/publications/332/pub5405.pdf.

1589 FR 44541, May 14, 2024, https://www.govinfo.gov/content/pkg/FR-2024-05-20/pdf/2024-11193.pdf. See
also, U.S. Trade Representative Katherine Tai to Take Further Action on China Tariffs After Releasing Statutory
Four-Year Review, USTR, May 14, 2024, https://ustr.gov/about-us/policy-offices/press-office/press-
releases/2024/may/us-trade-representative-katherine-tai-take-further-action-china-tariffs-after-releasing-

statutory.
16 Based on NEMA's analysis of Annex A tariff lines (Proposed Modifications to Section 301 Tariffs) presented in

Federal Register notice 89 FR 46252, May 28, 2024, https://www.govinfo.gov/content/pkg/FR-2024-05-
28/pdf/2024-11634.pdf.
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The Section 301 tariff increases disproportionately impact the electroindustry, as electroindustry
goods account for 71.3% of the higher Section 301 tariffs. The announced tariff increases will increase
assessed Section 301 duties on electroindustry goods from $1.3 billion in 2023 to $4.0 billion in 2026.7
Most of this increase will result from higher duties on lithium-ion batteries, which will increase from 7.5
percent to 25 percent for EV batteries on August 1, 2024, and increase from 7.5 percent to 25 percent
for non-EV storage batteries on January 1, 2026.

Section 301 import duties on electroindustry goods will increase by $171 million in 2024, $766 million
in 2025, and $2.7 billion in 2026. For EV lithium-ion batteries, Section 301 import duties will increase by
$400 million in 2025. For non-EV lithium-ion storage batteries, Section 301 import duties will increase by
$1.9 billion in 2026.® Figure 9 and Figure 10 present newly assessed Section 301 duties on
electroindustry goods from 2023 to 2026.

To ensure that the Section 301 tariff increases have a positive impact and advance Administration goals,
USTR should adopt reasonable implementation flexibilities to “rates and dates” based on empirical data,
market realities, and alignment with changing government policies and priorities.

Figure 9
Electroindustry: Estimated newly assessed Section 301 duties, 2023-2026

Million U.S. dollars
0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500

2023 808 1,342

m Non-EV Batteries

Stati ( EV) Ui Semiconductors
ationary (non- i-ion )
2024 08 1513 batteries will account for EV Batteries
two-thirds of the increase in m Natural Graphite
Section 301 duties in 2026
Steel
2025 808 2108/ m Solar Cells
/

/ m Battery Parts

/
2026 2,695 |

1 Based on 2023 U.S. import values.

4,022

Source: NEMA estimates based on information provided by USTR and U.S. Census Bureau data.

17 Based on 2023 U.S. import values.
18 |bid.
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Figure 10
Estimated increase in assessed Section 301 duties, by selected products, 2023 to 2026

Semiconductors Lithium-lon EV Batteries Lithium-lon Non-EV Batteries
Million U.S. dollars Million U.S. dollars Million U.S. dollars
$3,000 $3,000 $3,000
2,695
25% > 50% 7.5% > 25% 7.5% > 25%
$2,500 Section 301 tariff will $2,500 Section 301 tariff will $2,500 Section 301 tariff will
increase on January 1, 2025 increase on August 1, 2024 increase on January 1, 2026
$2,000 $2,000 $2,000
Electroindustry-related All semiconductors
semiconductors
$1,500 $1,500 $1,500
1,161 1,161
$1,000 $1,000 $1,000 808 808 808
581 581 572 572
$500 ] $500 338 $500
i
%0 5o N $0
2023 2024 2025 2026 2023 2024 2025 2026 2023 2024 2025 2026
Natural Graphite Other Critical Minerals Permanent Magnets
Million U.S. dollars Million U.S. dollars Million U.S. dollars
$120 $120 $120
108.7
0% > 25% 0% > 25% 0% > 25%
$100 Section 301 tariff will $100 Section 301 tariff will $100 Section 301 tariff will
increase on January 1, 2026 increase on August 1, 2024 increase on January 1, 2026
$80 $80 $80
59.7 59.7
$60 $60 $60
$40 $40 $40
275 24.9
$20 $20 $20
0.0 0.0 0.0 0.0 0.0 0.0 0.0
$0 $0 $0
2023 2024 2025 2026 2023 2024 2025 2026 2023 2024 2025 2026
Steel and Aluminum Solar Cells/Modules Battery Parts (Lead Acid)
Million U.S. dollars Allsteel/aluminum Million U.S. dollars Million U.S. dollars
$350 327 377 $30 $30
$300 7.5% > 25% 25% > 50% 7.5% > 25%
Section 301 tariff will $25 Section 301 tariff will $25 Section 301 tariff will
increase on August 1, 2024 increase on August 1, 2024 increase on January 1, 2026
$250
$20 $20
$200 194
$15 $15
$150
98 $10 $10
$100
5.9 5.9
4.2
$50 $5 3.0 $5
1.6 1.6
$0 %0 [ —— W
2023 2024 / 2025 2026 2023 2024 2025 2026 2023 2024 2025 2026

Electroindustry steel

1 Electroindustry steel includes silicon electrical steel under subheadings 7226.11 and 7226.19, and 17 pipe and tube products
under subheadings 7305.31 and 7306.30.

Source: NEMA estimates based on information provided by USTR and U.S. Census Bureau data using 2023 U.S. import values.
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6. New Section 301 Tariff Exclusions

On May 28, 2024, USTR published notice in the Federal Register establishing a new limited Section 301
tariff exclusion process for particular goods that support domestic manufacturing.® Those goods are
identified in Annex B (Proposed Lines for Machinery Exclusion Process) and Annex C (Proposed
Exclusions for Solar Manufacturing Equipment) of the notice. Both Annexes are comprised almost
exclusively of non-electrical machinery and goods classified in Chapter 84 of the U.S. Harmonized Tariff
Schedule.

It is unclear and unexplained why USTR has not broadly included electrical machinery, equipment, and
parts classified in Chapter 85 as goods eligible for potential Section 301 tariff exclusions. Electrical
goods are critically important, if not essential, in supporting domestic manufacturing of clean energy
and advanced technology goods such as semiconductors, renewable energy, electric vehicles (EVs), and
artificial intelligence data centers. The exclusion of Harmonized System Chapter 85 electrical goods from
Section 301 tariff exclusion consideration also contradicts and undermines USTR’s policy goals of
reshoring/new shoring production of clean energy and advanced technology goods in the United States
and developing more robust and resilient supply chains.

USTR should expand the Section 301 product-specific exclusion process to include electrical
machinery, equipment, and parts that support production of clean energy and advanced technology
goods in the United States. USTR should also support the product-specific tariff exclusion requests
submitted directly by NEMA members.

1989 FR 46252, May 28, 2024, https://www.govinfo.gov/content/pkg/FR-2024-05-28/pdf/2024-11634.pdf.
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7. Non-Extended Section 301 Tariff Exclusions

On May 30, 2024, USTR published notice in the Federal Register extending certain Section 301 tariff
exclusions.?° Notably, USTR did not extend the tariff exclusions on 205 10-digit tariff line with U.S.
imports from China valued at $38.1 billion in 2023, accounting for 8.9 percent of U.S. imports from
China. Of these 205 tariff lines, electroindustry goods accounted for 13.2 percent of non-extended tariff
exclusions lines and 14.0 percent of the value of non-extended exclusions, with U.S. imports from China
valued at $5.3 billion in 2023. Duties on 26 electroindustry tariff lines will increase by $1.6 billion
beginning on June 14, 2024.”! Table 3 presents a list of non-extended Section 301 electroindustry tariff
exclusions.

Table 3

Electroindustry: Non-extended Section 301 tariff exclusions
U.S. IMPORTS FROM CHINA 25% 301 TARIFF
HTS10 Description 2018 2019 2020 2021 2022 2023 ON 2023 VALUE
8481100090 PRESSURE-REDUCING VALVES, NESOI 40,920,299 27,213,245 33,331,040 44,999,222 62,788,927 53,626,176 13,406,544
8481909040 | PARTS, EXCEPT VALVE BODIES, OF VALVES FOR OLEOHYDRAL 93,805,566 67,507,841 62,404,114 75,603,690 88,386,289 67,693,011 16,923,253
8501106020 |ELECTRIC MOTORS OF AN OUTPUT OF 18.65 W OR MORE BU 23,651,652 20,130,592 18,964,741 17,712,105 18,595,727 13,358,955 3,339,739
8501314000 |DC MOTORS OF AN OUTPUT EXCEEDING 74.6 W BUT NOT E) 304,810,729 246,109,231| 211,869,118 266,603,188 283,199,482 256,735,846 64,183,962
8501316000 'DC MOTORS OF AN OUTPUT EXCEEDING 746 W BUT NOT EX( 39,852,519 25,225,682 29,094,820 35,931,991 34,619,479 23,540,943 5,885,236
8501402040 |AC MOTOR, SINGLE-PHASE, OF AN OUTPUT EXCEEDING 37.5 59,007,943 40,559,069 42,312,091 32,337,988 32,180,496 18,504,558 4,626,140
8501404040 |AC MOTOR, SINGLE-PHASE, OF AN OUTPUT EXCEEDING 74.6 400,954,495 308,275,200 192,609,504 197,177,329 186,520,538 155,005,396 38,751,349
8501406040 |AC MOTOR, SINGLE-PHASE, OF AN OUTPUT OF 746 W OR M( 107,696,137 81,585,963 95,297,370 111,084,692 88,345,500 59,361,284 14,840,321
8501538040 |/AC MOTORS, MULTI-PHASE, EXCEEDING 150KW BUT NOT EX 19,031,584 26,778,292 19,285,263 19,544,932 72,866,228| 126,812,896 31,703,224
8504404000 |SPEED DRIVEN CONTROLLERS FOR ELECTRIC MOTORS 210,635,893| 123,682,408 100,447,254 98,458,194, 138,766,812 117,318,127 29,329,532
8504408500 |STATIC CONVERTERS FOR TELECOMMUNICATION APPARATU, 964,686,709, 695,448,919 679,945,044 762,815,527 657,437,074 441,285,021 110,321,255
8531200040 |INDICATOR PANELS INCORPORATING LIGHT EMITTING DIODE 231,890,059 90,737,504 78,627,007 94,330,716, 106,448,618 71,316,493 17,829,123
8532220085 | FIXED CAPACITORS, ALUMINUM ELECTROLYTIC,EXCEEDING 5’ 5,822,954 4,779,106 3,493,191 4,509,799 6,013,014 3,191,581 797,895
8534000020 |PC, PLASTICS IMPREGNATED, NOT FLEXIBLE TYPE, HAVING A 513,941,573| 429,544,986 396,072,656 511,351,211 566,476,313| 464,163,831 116,040,958
8536509025 |SWITCHES, ROTARY, RATED AT OVER 5 A, FOR A VOLTAGE N| 17,128,546 12,299,918 12,072,241 10,533,574 9,731,775 5,771,951 1,442,988
8536509065 |SWITCHES, FOR A VOLTAGE NOT EXCEEDING 1000 VOLTS, NE 280,971,113 188,082,465 165,302,912 226,098,547 224,950,207 189,668,371 47,417,093
8536694010 | ELECTRICAL CONNECTORS, COAXIAL TYPE, FOR A VOLTAGE N 98,727,165 45,793,581 40,480,394 55,610,372 54,351,099 38,967,964 9,741,991
8536904000 ' TERMINALS, ELECTRICAL SPLICES AND ELECTRICAL COUPLING, 159,211,505, 134,424,121 141,613,313 179,996,272 234,857,680 202,114,599 50,528,650
8537109170 |BASES EQUIPPED W GT=2 APPARATUS FROM HEADING 8535/ 1,573,350,262| 1,391,427,916  1,153,294,154  1,117,088,977  1,067,736,041| 902,656,919 225,664,230
8543704500 |ELECTRIC SYNCHROS AND TRANSDUCERS, DEFROSTERS AND 64,957,539 66,353,230 53,144,951 94,576,884| 129,069,142 105,794,869 26,448,717
8544429010 EXTENSION CORDS AS DEFINED IN STATISTICAL NOTE 6 TO Tl 241,732,806/ 195,564,070/ 208,902,531 222,390,790 239,580,621 157,847,597 39,461,899
8544429090 |INSULATED ELECTRIC CONDUCTORS, FOR A VOLTAGE NOT EX 1,463,214,378| 1,163,077,893 | 1,087,599,415  1,160,985,128 1,339,905,585  1,095,861,427 273,965,357
8544606000 | INSULATED ELECTRIC CONDUCTORS FOR A VOLTAGE EXCEED 65,485,951 63,407,169 68,930,665 52,616,137 199,364,825 165,249,598 41,312,400
8546900000 |ELECTRICAL INSULATORS, NESOI 61,545,492 49,467,217 50,521,317 52,798,365 74,883,794 54,082,207 13,520,552
9405408440 ELECTRIC LAMPS AND LIGHTING FITTINGS, NESOI 1,384,845,788 988,212,168 883,753,933 987,259,655 0 0 0
9405428440 |LED ELECTRIC LAMPS AND LIGHTING FITTINGS, NESOI 0 0 0 0| 366,317,388 352,803,123 88,200,781
9405994090 |LAMP PARTS AND PARTS OF LIGHTING FITTINGS AND ILLUMI 324,903,481 278,872,667 218,770,413 249,191,950 251,266,861 185,369,176 46,342,294
TOTAL 8,752,782,138 6,764,560,453 6,048,139,452 6,681,607,235 6,534,659,515 5,328,101,919 1,332,025,480

Source: NEMA estimates based on information provided by USTR and U.S. Census Bureau data.

USTR should reinstate all non-extended Section 301 exclusions until it provides specific reasons why
each tariff line was singled out, and it establishes a reasonable appeal and rectification process for non-
extended exclusions. While USTR provided a general menu of potential reasons why products could be
denied exclusion, USTR did not provide specific and detailed explanations why each tariff line was
denied an exclusion extension, and it did not provide a reasonable appeal and rectification process. To
further highlight the lack of due process, USTR withdrew exclusion extensions on June 14, 2024, with
only two weeks’ notice, and two weeks prior to the closure date for public comments on June 28, 2024.

2089 FR 46948, May 30, 2024, https://www.govinfo.gov/content/pkg/FR-2024-05-30/pdf/2024-11904.pdf.

21 Based on 2023 U.S. import values.
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8. Recommendations

NEMA proposes the following recommendations concerning proposed changes to the Section 301 tariff
regime with the intention of establishing reasonable and transparent procedures for soliciting,
considering, analyzing, and implementing public comments and addressing industry and stakeholder

concerns.

1.

USTR should extend the comment period by at least another 30 days and hold a public
hearing. USTR should allow for extended time to file comments on these complex changes to
the Section 301 tariff regime — raising duties on more than $20 billion of U.S. imports — to allow
companies, especially small- and medium-size enterprises, additional time to file highly technical
comments that have a major impact on their businesses. Additionally, USTR should hold a public
hearing in accordance with past practice in 2018 and 2019 when USTR proposed initial tariff
increases and implemented a novel exclusion process.

USTR should expand the Section 301 product-specific exclusion process to include all goods
that support U.S. production of clean energy and advanced technology goods. USTR’s new
limited tariff exclusion process should be expanded to include Harmonized System Chapter 85
(electrical machinery and equipment) that are essential in manufacturing clean energy and
advanced technology goods such as semiconductors, renewable energy, electric vehicles (EVs),
EV infrastructure, and artificial intelligence data centers in the United States. The inclusion of
Chapter 84 (mechanical goods) but not Chapter 85 (electrical goods) contradicts and
undermines USTR’s policy goals of reshoring/new shoring production of clean energy and
advanced technology goods in the United States and developing more robust and resilient
supply chains.

USTR should reinstate all non-extended Section 301 exclusions until it can provide specific
reasons why each tariff line was singled out and USTR establishes an appeal and rectification
process for non-extended exclusions. While USTR provided a general menu of potential reasons
why products could be denied exclusion, USTR did not provide specific and detailed
explanations why each tariff line was denied an exclusion extension, and it did not provide a
reasonable appeal and rectification process. To further highlight the lack of due process, USTR
withdrew exclusion extensions on June 14, 2024, with only two weeks’ notice, and two weeks
prior to the closure date for public comments on June 28, 2024.

USTR should immediately publish an updated and consolidated database of tariff lines subject
to Section 301 tariffs. USTR should publish an updated, comprehensive, and searchable
database of all tariff lines subject to Section 301 duties, and include the original tariff
subheadings and statistical reporting numbers, the current tariff subheadings and statistical
reporting numbers reflecting 2022 Harmonized Tariff System (HTS) nomenclature
transpositions, the current Section 301 tariff rates, and the import duties collected to date for
each tariff line. Additionally, USTR should publish a consolidated list of all tariff lines affected by
China’s Section 301 retaliation. The publication of these lists is essential for the public and
companies to perform an analysis of existing Section 301 tariffs, calculate the potential impact
of proposed modifications to the Section 301 tariffs, and calculate the potential impact of any
retaliatory measures by China.
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5. USTR should adopt Section 301 tariff adjustment flexibilities that align with market realities.
To ensure that the Section 301 tariff increases have a positive impact and advance
Administration goals, USTR should adopt reasonable implementation flexibilities to “rates and
dates” based on empirical data, market realities, and alignment with changing government
policies and priorities.

6. The President and/or Congress should request a comprehensive independent fact-finding
investigation of the economy-wide impacts of the Section 301 tariff regime. The President,
Senate Finance Committee, or House Ways & Means Committee should request the U.S.
International Trade Commission to initiate a comprehensive Section 332 investigation to
examine the economy-wide effects of the Section 301 duties, including the impact on
downstream industries, U.S. investments, U.S. competitiveness, U.S. exports, U.S. imports, and
the long-term impacts on the U.S. economy.

7. The President and Congress should consider additional incentives to stimulate U.S.
investments and production of stationary lithium-ion batteries essential to the growth of
renewable energy generation, transmission, and distribution at commercial-utility scale. The
President and Congress should create additional incentives to stimulate stationary (non-EV)
lithium-ion battery production in the United States to ensure a rapid shift of sourcing outside
China. The Section 301 tariff on stationary batteries will increase from 7.5 percent to 25 percent
on January 1, 2026, with virtually no current U.S. production capacity or planned U.S. capacity
for stationary batteries at commercial-utility scale, which will take years to develop. While the
Infrastructure Investment and Jobs Act (IIJA) and Inflation Reduction Act (IRA) created significant
incentives to drive investment and production of EV lithium-ion batteries, there are no
comparable incentives for stationary batteries that will be needed at a scale similar to EV
lithium-ion batteries.

9. Conclusion

USTR’s proposed Section 301 actions will significantly impact the U.S. electroindustry. NEMA respectfully
requests that USTR carefully consider these comments as well as comments and exclusion requests
submitted directly by NEMA member companies, which are intended to support the underlying policy
goals of Section 301 while addressing unforeseen, unintended, and negative consequences of the
Section 301 tariff regime. We look forward to working with USTR to remedy continuing concerns with
China’s acts, policies, and practices while ensuring that the Section 301 tariff regime supports the
Administration’s infrastructure, economic competitiveness, supply chain resilience, and clean energy
transition policy goals. Thank you for the opportunity to provide these comments. Should you have any
guestions, please do not hesitate to contact me at fred.fischer@nema.org.

Sincerely,

C ALl D

Fred Fischer
Managing Director, Global Policy
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