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U.S. Department Of Commerce Begins Autos Investigation Hearings
On Ju l y 19 ,  2018 ,  the  U.S.  Departm en t o f  Com m erce  ("Com m erce  Departm en t" ) beg i ns heari ngs i n to  whe the r au tom ot i ve  and  au tom ot i ve  pa rts
i m ported  f rom  Canada  and  o the r U.S.  t rad i ng  pa rtne rs th rea ten  the  na t i ona l  secu ri ty o f  the  Un i ted  Sta tes.  T he  i nvest i ga t i on  was announced  on  M ay 23 ,
2018  and  covers "au tom ob i l es" ,  wh i ch  i ncl udes ca rs,  SUVs, vans and  l i gh t  t rucks,  and  the i r pa rts.  T he  Com m erce  Departm en t wi l l  u l t i m a te l y subm i t  a
report  to  the  Presi den t  wh i ch  m ay recom m end the  i m posi t i on  o f  ta ri f fs o r o the r t rade  restri ct i ve  m easures on  i m ports o f  au tos and  au to  pa rts.  T he
nega t i ve  consequences f rom  a  U.S.  ta ri f f  to  Canada ’s au tom ot i ve  i ndustry wou l d  be  i m m ense .

Au tom akers,  au to  i ndustry g roups,  and  l abour g roups f rom  the  Un i ted  Sta tes and  a round  the  worl d  a re  schedu l ed  to  appear be fo re  the  Com m erce
Departm en t heari ng  pane l .  T he  fu l l  l i st i ng  o f  pa rt i es schedu l ed  to  appear can  be  found  on  the  Com m erce  Departm en t docum ent,  Sect i on  232  Na t i ona l
Securi ty Invest i ga t i on  o f  Im ports o f  Au tom ob i l es and  Au tom ot i ve  Parts Heari ng  Pane l  Schedu l e .  Bo th  the  Governm ent o f  Canada  (Am bassador Davi d
M acNaugh ton ) and  the  Governm ent o f  On ta ri o  (the  Hon .  Ji m  Wi l son ) wi l l  m ake  subm i ssi ons to  the  pane l .

To  da te ,  the  Com m erce  Departm en t has rece i ved  nearl y 2300  pub l i c com m ents f rom  governm ents,  i ndustry associ a t i ons,  and  com pan i es.  From  our
revi ew o f  the i r subm i ssi ons,  nearl y a l l  a re  st rong l y opposed  to  ta ri f fs.  GM ’s subm i ssi on  says ta ri f fs wi l l  underm i ne  i ts ab i l i ty to  com pete  and  i nstead
recom m ends f i na l i zi ng  renewed  NAFTA and  KORUS agreem ents.  T he  EU, fo r i ts pa rt ,  no tes tha t  EU com pan i es p roduce  2 .9  m i l l i on  au tom ob i l es i n  the
Un i ted  Sta tes (26  pe r cen t  o f  p roduct i on ) wh i ch  accoun t  fo r 120 ,000  d i rect  and  upstream  j obs as we l l  as 420 ,000  downstream  j obs.  T he  EU strong l y
opposes the  un i l a te ra l  use  o f  the  WT O na t i ona l  secu ri ty exem pt i on  ca l l i ng  i t  "an  a t tem pt to  se t  asi de  the  wri t ten  cond i t i on  o f  these  excep t i ons and  tu rn
them  i n to  a  un i l a te ra l  ri gh t  to  i gno re  WT O ob l i ga t i ons."  We agree  wi th  the  EU’s ana l ysi s:  the  Sect i on  232  ta ri f fs wou l d  be  i l l ega l  under i n te rna t i ona l
l aw and  po ten t i a l l y U.S.  dom est i c l aw.

T he  p revi ous Sect i on  232  i nvest i ga t i on  took a l m ost  11  m on ths to  m ove  f rom  the  com m encem ent o f  the  i nvest i ga t i on  to  the  i m posi t i on  o f  ta ri f fs.  T he
i nvest i ga t i on  i n to  au tos has thus fa r p rog ressed  as a  sl ower pace ,  bu t  tha t  i s no t  necessari l y i nd i ca t i ve  o f  wha t  i s to  com e i n  fu tu re  m on ths.  T he  T rum p
adm i n i st ra t i on  has m ade  t rade  p ro tect i on i sm  cen tra l  to  i ts ob j ect i ves and  consi de rs ta ri f fs to  be  one  o f  i ts m a j o r ach i evem ents.  Wi th  i m portan t  m i d te rm
e l ect i ons to  take  p l ace  i n  m i d -Novem ber i t  wou l d  no t  be  a  su rp ri se  to  see  the  Sect i on  232  au tom ot i ve  i nvest i ga t i on  acce l e ra ted .

Duty Deferral and Duty Drawback May Provide Relief

I f  the  U.S.  i m poses ta ri f fs on  au tos and  au to  pa rts and  Canada  re ta l i a tes wi th  ta ri f fs on  U.S.  o ri g i n  au tos and  au to  pa rts,  the re  m ay be  l i m i ted  re l i e f  fo r
i m porte rs p rovi ded  by the  Canada  Border Servi ces Agency ("CBSA" ) du ty de fe rra l  and  du ty d rawback p rog ram s. NAFTA l i m i ts the  am oun t o f  du t i es
re fundab l e  under these  p rog ram s. Du t i es canno t  exceed  the  l esse r o f  the  am oun t o f  du t i es owed  on  i m port  i n to  Canada  and  the  am oun t o f  du t i es pa i d
upon  export  to  a  NAFTA coun try.

T he  CBSA o ffe rs re l i e f  to  i m porte rs whose  goods a re  sub j ect  to  the  re ta l i a to ry ta ri f fs i m posed  by the  Governm ent o f  Canada  on  U.S.  o ri g i n  goods
th rough  i ts Du ty Re l i e f  Prog ram  and  i ts Du ty Drawback Program . T he  p rog ram s a re  desi gned  fo r Canad i an  i m porte rs and  m anu factu re rs and  p rovi de
re l i e f  aga i nst  Canad i an  re ta l i a to ry ta ri f fs on  U.S.  stee l  and  a l um i num  tha t  m ay be  used  i n  p rocessi ng  au tom ob i l es m anu factu red  fo r export ,  bu t  wi l l  no t
p rovi de  re l i e f  aga i nst  any fu tu re  U.S.  Sect i on  232  su rtaxes.

Du ty Re l i e f

Under the  Du t i es Re l i e f  Prog ram , an  i m port i ng  com pany m ay i m port  goods wi thou t  payi ng  du t i es,  i f  those  sam e goods a re  l a te r exported  o r the  goods
are  m anu factu red  o r used  i n  Canada  p ri o r to  export .

An  i m porte r m ust  app l y to  the  CBSA Du t i es Re l i e f  Prog ram  and ,  am ongst  o the r i n fo rm at i on ,  m ust  speci fy the  goods i n tended  fo r i m port  and  the  m a i n
p roducts m anu factu red  o r so l d  fo r export .  I f  the  goods a re  m anu factu red ,  the  de ta i l s o f  the  m anu factu ri ng  p rocess a re  a l so  requ i red .

An  i m porte r m ust  a l so  ensure  i t  has com p l i ance  p rog ram s i n  p l ace  to  t rack goods,  pay necessary du t i es i f  the  goods no  l onger qua l i fy fo r du ty re l i e f  and
to  ensure  tha t  goods a re  exported  wi th i n  fou r yea rs.  Goods can  be  so l d  o r t ransfe rred  be fo re  export ,  bu t  the  new owner o f  the  goods m ust  be  a  Du t i es
Re l i e f  Prog ram  part i ci pan t .

Du ty Drawback

An  i m porte r m ay qua l i fy fo r a  d rawback (i .e . ,  re fund  o f  custom s du t i es) i f  the  goods a re  even tua l l y exported ,  i f  the  goods a re  m anu factu red  and  l a te r
exported  o r i f  the  goods a re  destroyed  because  they a re  obso l e te  o r su rp l us.  To  cl a i m  a  d rawback,  an  i m porte r m ust  com p l e te  the  requ i si te  fo rm  and
m ake  the  cl a i m  wi th i n  fou r yea rs.

Drawbacks can  be  cl a i m ed  fo r du t i es pa i d  on  i m ported  au tom ob i l es,  m a te ri a l s used  i n  Canad i an  p rocessi ng  o f  an  au tom ob i l e  o r goods consum ed o r
expended  i n  p rocessi ng  o f  au tom ob i l es subsequen t l y exported .  No t  a l l  au tom ob i l es qua l i fy fo r d rawback and  fue l  and  p l an t  equ i pm en t a re  a l so  exem pt
f rom  d rawbacks.

How We Can Help

As the  g l oba l  t rade  war hea ts up ,  au tos and  au to  pa rts have  been  m oved  to  the  fo re fron t  o f  the  ba t t l e .  To  be t te r se rve  ou r cl i en ts,  BLG recen t l y b rough t
ove r th ree  o f  the  m ost  ta l en ted  t rade  l aw experts i n  Canada ,  the i r associ a te  l awyers,  and  sta ff  –  Jesse  Go l dm an, M i l os Baru tci ski ,  and  M atthew
Kronby j o i ned  the  f i rm  i n  M ay.  You  can  read  abou t  them  here :  Lead i ng  In te rna t i ona l  Trade  Team Jo i ns BLG.  Our t rade  experts con t i nue  to  m on i to r
deve l opm ents and  keep  ou r cl i en ts i n  the  know. We recogn i ze  tha t  t rade  i ssues a re  top  o f  m i nd  fo r m any o f  ou r au tom ot i ve  cl i en ts and  BLG has
posi t i oned  i tse l f  to  p rovi de  you  wi th  l ega l  advi ce  i n  th i s a rea  tha t  i s unpara l l e l ed  i n  experi ence  and  scope  i n  Canada  to  m ee t the  busi ness cri t i ca l
needs o f  ou r cl i en ts.
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