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On 9 April 2025, the United States (US) announced a 90-day pause on the reciprocal tariffs
for all countries, except China, that were announced on 2 April 2025 by Executive Order
14257. Since no reciprocal tariffs were applied to Canada, the announcement to pause
their application does not impact Canada.

Products imported into the US from all countries remain subject to a universal ad valorem
10% baseline tariff as declared in Executive Order 14257 (Canada is not subject to the
baseline tariff).

On 3 April 2025, Canada announced countermeasures to the US tariffs on automobiles and
automobile parts. Further details were released in Customs Notice 25-15: United States
Surtax Order (Motor Vehicles 2025), released on 8 April 2025. Details regarding a
remission framework for auto producers will be announced soon.

On 4 April 2025, the US Department of Commerce (USDOC) released its preliminary
determination for the sixth administrative review (AR6) of countervailing duties (CVDs).

The dumping and subsidy investigations into US-origin renewable diesel imported into
Canada conducted by the Canada Border Services Agency (CBSA) are ongoing. Responses
from the US government and exporters to the CBSA's request for information are due on
11 April 2025.
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Goods exempt from the reciprocal tariffs

Executive Order 14257 specifies that certain goods will be exempt from the ad valorem rates
of duty outlined in the order, including:

Articles covered by 50 USC 1702(b), including personal communications without value
transfer, donations, the importation and exportation of informational materials
(excluding those controlled for non-proliferation or antiterrorism), and transactions
related to personal travel, including baggage importation and living expenses;

Steel and aluminum products subject to existing duties under Section 232 of the Trade
Expansion Act, including those specified in various proclamations from 2018 and 2025;

Automobiles and automotive parts also subject to Section 232 duties, as amended;

Products listed in Annex Il, such as copper, pharmaceuticals, semiconductors, lumber,
critical minerals and energy products;

Articles from trading partners with which the US does not have normal trade relations
(i.e., countries subject to Column 2 of the Harmonized Tariff Schedule of the United
States); and

Articles that may be subject to future duties under Section 232.

Moreover, the additional duties only apply to the non-US content of an article if at least 20%
of its value originates from the US.

CUSMA qualifying products remain exempt

The reciprocal tariffs announced in Executive Order 14257 will not apply to imports from
Canada and Mexico that qualify under the Canada-United States-Mexico Agreement (CUSMA).
Non-qualifying goods remain subject to existing 25% tariffs, and non-qualifying energy and
potash imports continue to be subject to 10% tariffs.

Tariffs on automobiles and automobile parts

On 26 March 2025, a Presidential Proclamation was issued declaring a 25% tariff on all
automobiles imported into the US, effective 3 April 2025, and a 25% tariff on automobile
parts that will come into effect 3 May 2025.1

1 2025AutomobilelmportsTariff.prc.pdf; and EY Global Tax Alert, US President Trump announces 25% additional
tariff on imported automobiles and automobile parts, dated 27 March 2025.
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Calculation of automobile tariffs

CUSMA-eligible products can seek application of tariffs exclusively on non-US content
(total value of the automobile — value of the US content).

"US content” is defined in the Proclamation/Executive Order as the “value of the
automobile attributable to parts wholly obtained, produced entirely, or substantially
transformed in the United States.”

Customs and Border Protection (CBP) enforcement and oversight
CBP will scrutinize cases in which companies overstate US content.

In case of non-compliance, a 25% tariff will be imposed on the full value of the auto as
follows:

Retroactively (from 3 April 2025 to the date of the inaccurate overstatement)

Prospectively (from the date of the inaccurate overstatement to the date the
importer corrects the overstatement, as verified by CBP)

For now, the 25% tariff will not apply to automobile parts that qualify for preferential
treatment under the CUSMA. This may change once a process to apply the tariff exclusively to
the value of the non-US content of such automobile parts can be established.

Additional automobile parts may become subject to the tariff (e.g., at the request of a
domestic producer or industry association).

Government of Canada responds to US automobile tariffs

On 3 April 2025, the Government of Canada announced a 25% surtax as a countermeasure in
response to the US tariffs imposed on automobiles and automobile parts. On 8 April 2025,
details with respect to the surtax were detailed in Customs Notice 25-15: United States Surtax
Order (Motor Vehicles 2025).

The 25% surtax, which comes into effect as of 9 April 2025, only applies to motor vehicles
that originate in the US. The determination of whether goods originate in Canada, the US or
Mexico must be made in accordance with the Determination of Country of Origin for the
Purpose of Marking Goods (CUSMA Countries) Regulations. The surtax is not applicable to
goods eligible to be marked as originating from Puerto Rico, Guam, the Northern Mariana
Islands, American Samoa or the US Virgin Islands.

The surtax is applicable to motor vehicles identified in Schedule 1 to the United States Surtax
Order (Motor Vehicles 2025) that are imported for commercial and personal purposes, even
when such motor vehicles are exported from countries other than the US into Canada.
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New and used motor vehicles are subject to the surtax (including motor vehicles with electric
motors and motor vehicles with internal combustion piston engines). Vehicles specifically
designed for travel on snow, golf cars and similar vehicles and motor vehicles with only spark-
ignition internal combustion piston engines of a cylinder capacity not exceeding 1,000 cc are
excluded from the application of the surtax.

Customs Notice 25-15 outlines the following guidelines on the application of the surtax on
motor vehicles that qualify under CUSMA:

If a motor vehicle is entitled to the CUSMA preferential tariff treatment duty rate, the
value of all goods originating in Canada or Mexico that are used in the motor vehicle's
production are excluded from the motor vehicle's value for duty for the purposes of
calculating the surtax.

To account for the assumed value of all goods originating in Canada or Mexico that are
used in the motor vehicle's production, an amount equal to 15% of the motor vehicle's
value for duty will be excluded from the value for duty for the purposes of calculating the
surtax (i.e., the value for duty for the surtax is computed at 85% of the total value for
duty of the goods).

To claim a higher exclusion amount, the importer is advised to obtain evidence of the
value of goods originating in Canada or Mexico used in the motor vehicle's production
and provide such evidence to the CBSA upon request. Supporting information may
include a valid CUSMA certification of origin, records substantiating compliance with
Regional Value Content, core parts, steel/aluminum and Labour Value Content, value for
duty documentation, and documentation of Canadian and Mexican parts used. Importers
who elect to obtain and retain the required evidence are encouraged by the CBSA to use
the Release Prior to Payment program.

The amount of surtax owing may be re-computed by the CBSA based on the 15% content
amount described above in certain circumstances (e.g., where the origin of the good is
changed because a material used in the production is determined to be non-originating or
where the CBSA is denied access to supporting records).

The Government of Canada also announced that a remission framework for auto producers
(to help incentivize production and investment in Canada and maintain Canadian jobs) will
also be implemented; details on this will be announced soon.
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Canadian softwood lumber update

On 4 April 2025, the USDOC released its preliminary determination for the AR6 of CVDs on
certain softwood lumber products from Canada. The updated CVD rates range from 11.87%
to 16.57%, with the “all other” rate set at 14.38%. These results follow the preliminary
determination for anti-dumping duties (ADD) that were announced earlier in March,

which ranged from 9.48% to 34.61%, with the “all other” rate at 20.07%.°

The preliminary determination does not have any impact on current duties or cash deposit
rates. ADD and CVD rates for Canadian softwood lumber will be updated in the USDOC's final
determination, expected in August 2025.3

Renewable diesel from the US

On 6 March 2025, the CBSA initiated investigations under the Special Import Measures Act,
respecting the alleged dumping and subsidizing of renewable diesel from the US. The
investigations by the CBSA are ongoing.*

Responses from the US government and exporters to the CBSA's request for information are
due on 11 April 2025.

The Canadian International Trade Tribunal is conducting its preliminary injury inquiry to
determine whether the imports are injuring the Canadian producers; this determination is due
to be issued on 5 May 2025.

The CBSA will issue its preliminary determinations by 4 June 2025, at which time provisional
duties under the Special Import Measures Act may be imposed on US-origin renewable diesel
imports.

Learn more

As tariffs and countermeasures continue to evolve, EY is closely monitoring the latest
developments and helping businesses find strategies to navigate trade uncertainty and
identify cost mitigation strategies.

2 See US Department of Commerce, International Trade Administration, Notice C-122-858 and US Department of
Commerce, International Trade Administration, Notice A-122-857.

3 Softwood Lumber Trade Dispute - Province of British Columbia.

4 For more information, see Notice of initiation of investigations: Renewable Diesel (RD 2025 IN).
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For more information, please contact one of the following EY Global Trade professionals:

Ernst & Young LLP (Canada)

Sylvain Golsse, Partner
+1416932 5165
sylvain.golsse@ca.ey.com

Kristian Kot
+1 250 294 8384
kristian.kot@ca.ey.com

Denis Chrissikos
+1514 8798153
denis.chrissikos@ca.ey.com

EY Law LLP (Canada)

Helen Byon, Partner
+1613598 0418
helen.byon®@ca.ey.com

Carolyn Wong
+1 403 206 5022
carolyn.wong®ca.ey.com
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EY is building a better working world by creating new value
for clients, people, society and the planet, while building
trust in capital markets.

Enabled by data, Al and advanced technology, EY teams
help clients shape the future with confidence and develop
answers for the most pressing issues of today and
tomorrow.

EY teams work across a full spectrum of services in
assurance, consulting, tax, strategy and transactions.
Fueled by sector insights, a globally connected,
multidisciplinary network and diverse ecosystem partners,
EY teams can provide services in more than 150 countries
and territories.

All'in to shape the future with confidence.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young
Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY
collects and uses personal data and a description of the
rights individuals have under data protection legislation are
available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a range
of tax-saving services backed by in-depth industry knowledge.
Our talented people, consistent methodologies and unwavering
commitment to quality service help you build the strong
compliance and reporting foundations and sustainable tax
strategies that help your business achieve its potential. It's how
we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in Canada,
specializing in tax law services, business immigration services
and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax, human
capital, international tax, transaction tax, sales tax, customs and
excise.

For more information, visit http://www.eylaw.ca/taxlaw

© 2025 Ernst & Young LLP. All Rights Reserved.
A member firm of Ernst & Young Global Limited.

This publication contains information in summary form, current as of the
date of publication, and is intended for general guidance only. It should
not be regarded as comprehensive or a substitute for professional advice.
Before taking any particular course of action, contact EY or another
professional advisor to discuss these matters in the context of your
particular circumstances. We accept no responsibility for any loss or
damage occasioned by your reliance on information contained in this
publication.
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