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North America — Trade Policies

United States

* Trump Tariffs — Recent executive orders have impacted tariffs, with some
temporarily postponed. Below is the current tariff landscape:

+ China-origin goods: 10% tariff, in addition to existing rates (which can be up
to 50%).De minimis will be eliminated when systems required become
operational.

» Mexico-origin goods: 25% tariff postponed until March 4
+ Canadian-origin goods: 25% tariff postponed until March 4

+ Steel & Aluminum: 25% tariff on covered imports from all countries effective
March 12

+ America First Trade Policy

- Investigation of Unfair and Unbalanced Trade
deficit (2a) — focus on countries with annual trade deficits in goods (e.g.,
Mexico, Ireland, Vietnam and Switzerland) could be targets for these tariffs.
Conversely, countries with a trade surplus (e.g., Cyprus, Malta, Luxembourg,
and the Netherlands), may not face these targeted tariffs

- Formation of External Revenue Service (ERS) (2b) — to collect tariffs and
duties

- Investigation of Unfair Trade Practices (2c) — could involve a myriad of
options of executive orders / executive actions on tariffs

- Consultation / Review of USMCA (2d) — in part the potential Feb 1 tariffs to
move this up to negotiate USMCA prior to the July 2026 review

- PNTR with China (3d) — request for proposed changes to permanent normal
trade relations with PRC

- Investigations to be concluded by April 1
- Reciprocal Trade and Tariff Order (Feb. 13, 2025)

Fair and Reciprocal Plan (Sec. 2) investigation on non-reciprocal trade
relationships with the US (to include VAT)
Taking Action (Sec. 3) — within 180 days of order (August 12, 2025)
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Canada B4 |

* 02/03/25 — Canadian Prime Minister Justin Trudeau
announced specific counter-measures in response
to President Trump's tariffs but reached an agreement to
pause implementation

» 08/26/24 — Canada imposed additional tariffs for key economic
industries including a 100% on electric-vehicles and 25% on
steel, and aluminum imports from China

» 06/28/24 — Canada enacted a 3% tax on digital service
revenue. The USTR sees this as a breach of USMCA and has
imposed retaliatory §301s previously to other countries who
have implemented DST taxes

02/03/25 — In response to President Trump’s executive orders, Mexico’s
President, Claudia Sheinbaum said that Mexico would impose retaliatory
tariffs and non-tariff measures; however, an agreement was reached
between both countries to pause implementation

12/19/24 — Mexico imposed 35% tariff on 138 HTS codes related to
apparel products and 15% tariff on other textile products. Additionally,
302 HTS codes of goods for the textile industry are prohibited to be
temporarily imported under the IMMEX Program

7/10/24 — The US applied its own 25% and 10% import tariff on steel and
aluminum from Mexico if not melted in US/MX/CAN

05/21/24 — Temporary importations of ‘sensitive goods’ are no longer
eligible to apply for the Rule 8 exemption

04/22/24 — Imposed 5%-50% tariff on specific goods such as steel,
aluminum, textiles, etc.



Legal Pathways to Impose Tariffs

Although Article |, Section 8 of the US Constitution grants Congress the power to regulate Commerce with foreign powers, and to lay and collect "taxes, duties,
imposts, and excises," there are several alternative avenues under which this Congressional authority is delegated to the Executive branch and therefore doesn't
necessitate Congressional approval or gives the Executive branch significant discretionary authority.

What does it
do?

ol

Potential
measures under
this Act

Section 301 of the Trade
Act of 1974

Section 232 of the Trade
Expansion Act of 1962

Section 201 of the
Trade Act of 1974

International Emergency

Economic Powers Act of 1977

Section 338 of the
Trade Act of 1930

Section 122 of the
Trade Act of 1974

Empowers the United States
Trade Representative to
revoke trade agreement
benefits or implement import
restrictions if it concludes that
a trading partner is breaching
trade agreement obligations
or engaging in discriminatory
or unjust practices that hinder
or constrain US commerce.

* Tariffs or import restrictions
on goods from the offending
country.

» Suspension of trade
agreement benefits.

* Alternative measures
available.

* USTR investigation

« Affirmative finding results in
mandatory action (30 days
after dispute settlement
concludes) or discretionary
action

» Congress receives
semiannual report

Allows the President to
adjust imports if the
Department of Commerce
determines that certain
products are being
imported in quantities or
under circumstances that
threaten or impair
national security.

* Tariffs or import
restrictions on certain
goods

* Imposition of import
quotas

* Department of
Commerce investigation
(270 days to draft report
to president)

« Affirmative findings result
in 90 days of Presidential
decision and 15 days for
implementation

Permits the President to

implement temporary
duties or trade
measures if the US
International Trade
Commission

(ITC) determines that a
surge in imports is
causing or threatening
to cause injury to US
industry.

* Tariffs or import
restrictions on certain
goods

* Imposition of import
quotas

* Alternative measures
available.

* ITC investigation (120
days)

* Remedy/findings to
president (180 days)

* President
determination,
recommendation and
implementation (60
days)

Grants the President authority
to regulate economic
transactions in response to
national emergencies that
threaten the national security,
foreign policy, or economy of
the United States.

* Historically this act is not the
primary legal basis for
imposing tariffs or trade
restrictions, but current legal
scholars believe there is
potential for this power to
permit certain trade
restrictions.

» National emergency declared

* President is required to report
to Congress for increased
transparency and to track
costs

* Required annual review to
assess extension

Provides the
President the authority
to take retaliatory
actions against foreign
countries that impose
unreasonable or
discriminatory
duties, tariffs, or
other trade
restrictions on US
goods.

* Increase duties up to
50% on offending
countries’ products

* Impose Additional
Restrictions

* Target Specific
goods in retaliatory
measures (e.g. ban)

* ITC investigation

Authorizes the
President to address
substantial balance-
of-payments
shortfalls or major
and severe
disturbances in the
U.S. economy by
modifying import levels
through temporary
tariffs or quotas.

* Import surcharges up
to 15%

* Import quotas

* *Applies to all
countries for up to
150 days

* Presidential authority
to act unilaterally, but
address Congress
afterinitial 150 days

» Can be extended
past 150 days by
Congress




PwC’s Tariff Industry Analysis (1/2)

Top 20 Trade Deficit Countries
US Annual Imports
(October 2023 through October 2024)

Catalyst: Investigation of Unbalanced
Trade deficit (2a) of America First
Trade Policy with April 1 completion
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India
Indonesia

Total Export Value
$159,987,457,891.
$361,970,630,365.

$13,129,217,750.
$82,593,807,732.
$18,181,945,829.
$85,577,927,689.
$45,291,903,984.
$72,797,793,490.
$44,641,185,240.
$18,571,898,412.
$379,287,921,884.
$34,262,133,203.
$29,230,625,511.
$29,058,732,097.
$10,818,506,452.
$347,679,779.
$5,117,901,334.
$47,973,045,914.
$8,867,734,611.
$3,564,161,323.

Total Import Value

$453,880,652,361.
$528,839,964,674.
$145,645,931,422.
$163,774,067,489.
$94,768,433,428.
$158,290,771,238.
$116,269,071,315.
$137,101,789,244.
$93,266,881,026.
$65,929,887,343.
$426,306,739,715.
$77,844,482,320.
$51,622,775,578.
$51,009,691,705.
$29,184,925,758.
$13,575,474,314.
$18,317,869,812.
$59,862,890,364.
$18,886,813,392.
$12,574,513,464.

Annual Trade Balance

($293,893,194,470.)
($166,869,334,309.)
($132,516,713,672.)
($81,180,259,757.)
($76,586,487,599.)
($72,712,843,549.)
($70,977,167,331.)
($64,303,995,754.)
($48,625,695,786.)
($47,357,988,931.)
($47,018,817,831.)
($43,582,349,117.)
($22,392,150,067.)
($21,950,959,608.)
($18,366,419,306.)
($13,227,794,535.)
($13,199,968,478.)
($11,889,844,450.)
($10,019,078,781.)
($9,010,352,141.)




PwC’s Approach to Assess Tariff Impact & Opportunities

3

Access to company’s Process data in our proprietary Trade Analyze results to Develop action plan
customs data Impact Analysis (TIA) identify impact mitigate impact and shape opportunities
Import Data US Tariff Impact Cross-border Impact
Canada
I*I (Biden/Trump/ Proposed Retaliatory DST (North American transactions vs. Non-NA
(FIRMS/CARM) Export Data Tariffs) Transactions)
Current Tariffs Mexico Tariff Impact Operating Model Impact
——— (ACE) (New Tariffs/Rule 8/VAT USMCA) (Maquiladoras/MX Toll Manuf./MX Contract
Proposed Tariffs Manuf.)
Mexico Regulatory Changes Canada Tariff Impact Supply Chain Impact
IQI (Data Stage) (New Tariffs/CA Drawback) Domino impact of tariffs to a company's supply
Geopolitical Changes chain

PwC | Trade and Tariffs — How to Solution your Impact



Our understanding of your challenge and support need

Areas for Ideation

Based on the results of our modeling, as well as knowledge about your supply chain, we are able to perform a deeper
dive into the data and examine the following areas to identify potential alternatives to mitigate tariff impact:
)IG—=3 Customs: Tax and Transfer Pricing:
- o Valuation: Alternative valuation, changes in o Price unbundling
the valuation methodology, FSFE, FTZ, Ch98 o Adjustments to intercompany pricing
o Origin: Country of Origin analysis, Free Trade o Alternate remuneration model
Agreements o Transfer Pricing adjustments
o Classification: Tariff engineering o Profitability analysis
o Duty Drawback 0 Review of tax attributes
Commercial Arrangements:
@ Supply Chain Operations: o Customer and Supplier Pricing and
o Alternate Sourcing Negotiations
0 Supplier Negotiations
o Origin Engineering @ Policy:
o Advocacy/Lobbying
o Tariff Exclusions

PwC | Trade and Tariffs — How to Solution your Impact
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Strategy built on data-driven, actionable insights

Our approach is agile and integrates data-driven forecasting and simulation modeling to provide actionable insights for risk mitigation and
opportunity identification to guide client transformation o,

(v) (v) (v WORKSTREAMSI
TARIFF IMPACT ANALYSIS + LEVERS STRATEGIC MOVES PLAYBOOKS
Pricing Commercial Model
Transformation

Commercial

Portfolio Optimization
Strategy

. OPPORTUNITY Deals
Mergers, Acquisitions,

Divestitures
FFG
Company Import Tariff Impact Cost Takeout
Data Model !
O Operations E— Sourcing Strategy
Export Tariff Impact | Product Development /
Model - Product / Value Engineering Engineering
= [ |

Industry Benchmark - Manufacturing / Network Manufacturing & Supply

Overlay Chain Transformation
External
Data Trade Solution Platform Transfer Pricing Transfer Pricing

Value Chain Transformation

Value Chain
Transformation
Customs Tariff Engineering Scenario Planning
; Customs
& Risk )
Duty Drawback Management Transformation
Trade Tech

Free Trade Zones Business Continuity Transformation

PwC | Trade and Tariffs — How to Solution your Impact 16
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