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HOW TARIFFS WORK: RECAP

Manufacturer

»*
*
" *
»*

Distributor

USA

Price (declared value): Tariff:

$20,000 at manufacturer

Export of kitchenware from China to

$20,000 x 20% = $4,000

Import Cost to Distributor:
$24,000

Distributor

End-Consumer

@

Markup
20% + Tariff

passthrough
($28,000)

Sticker Price for End
Consumer:

$28,000 (with Tariff) I I
_ _ o0
Compare to Price without
Tariff:

$24,000
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IMPACT TO PRIVATE LABEL MANUFACTURERS

Tariffs are taxes paid by importers on
physical products, usually on the value of
imported goods

High exposure to raw materials,
packaging, and components

Tight margins and private label pricing
pressures

Long lead times and regulatory
complexity

Volatility and uncertainty is itself a
disruption
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e The Supreme Court ruled on March 6, 6-3 to
reverse tariffs imposed under the IEEPA
(International Emergency Economic Powers Act),
determining that the President did not have
authority under that law to impose them and they
were never lawful.

C u rre nt e The ruling dismantled the president’s signature
economic policy, of which the centerpiece was
tariffs of between 10% - 50% on nearly all

Sta te : countries.

o After the Supreme Court ruling, the Trump
administration replaced the IEEPA tariffs with 10%
global tariffs under a different legal authority (Sec
122). Those were also recently declared unlawful,
though they remain in place while the case is
appealed.

\_
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THE HEADLINE:

THE REALITY:

Refunds are only available
to importers of record and
customs brokers.
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WHY SMALL BUSINESSES RARELY
QUALIFY FOR TARIFF REFUNDS ——

ELIGIBILITY RULES EXCLUDE
MOST SMALL RETAILERS

THE APPLICATION PROCESS IS
COMPLEX AND RESOURCE-INTENSIVE

SYSTEM ENROLLMENT AND
TECHNICAL HURDLES

LIMITED REFUND AMOUNTS
FOR SMALL IMPORTERS

TARIFF COSTS ARE OFTEN PASSED
ON TO SMALL BUSINESSES

NO AUTOMATIC CONSUMER REFUNDS
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ELIGIBILITY RULES EXCLUDE
MOST SMALL RETAILERS

The refund program is designed
for importers and their customs
brokers, not for small businesses
that purchase goods from them.
Tariffs are paid directly to the
government by importers, not
by retailers. As a result, small
retailers do not directly pay
tariffs and therefore are not
eligible for refunds.




THE APPLICATION PROCESS IS
COMPLEX AND RESOURCE-INTENSIVE

The refund system requires businesses

to identify eligible tariff entries, gather

detailed documentation, and file through

a specialized customs portal. This

process is highly technical and time-

consuming, often requiring a large SHEMPRENR &
accounting or trade compliance
department or outsourcing to
specialists. Many small businesses
lack the internal expertise or

dedicated staff to navigate it.




SYSTEM ENROLLMENT AND
TECHNICAL HURDLES

U.S. Customs and Border Protection’s

automated refund system (CAPE) IMPORT/EXPORT REFUND PORTAL
requires businesses to have an

account in both the import/export

portal and the refund portal.

Smaller firms often cannot meet

these enrollment requirements,

and early data shows that the
largest importers — which account
for most of the refund value —

are first in line.




LIMITED REFUND AMOUNTS
FOR SMALL IMPORTERS

While over 330,000 importers paid

roughly $166 billion in tariffs, only
about 8% of them (26,664) have
enrolled in the system so far (as of
late April), receiving the bulk of the
refunds. The remaining 300,000+
importers, including many small firms,
are left with much smaller or

uncertain payouts.




CASH FLOW AND

LIQUIDITY CONSTRAINTS

Tariffs are paid upfront when goods
enter the U.S., even though many
refunds are not received for months

or even years. For small and

mid-sized businesses, these upfront

costs can strain limited working
capital, reduce liquidity, and make it
difficult to invest in growth, manage
operations, or weather unexpected

expenses.

REFUND RECElv
E
TARIFF PAID o

Upfront costs today.
Uncertain refunds tomorrow.




NO AUTOMATIC

CONSUMER REFUNDS

Tariffs are paid by the importer,
not the consumer. Even if a
consumer returns a product, any
tariffs paid on that item are not
automatically refunded.

Recovering those costs is

the importer’s responsibility,

not the consumer’s—leading
to frustration, disputes, and

poorer customer experiences.

| returned
the product.
Why didn’t | get
TARIFF a refund for the

$ tariff?

PAID BY
IMPORTER

NO AUTOMATIC
REFUND TO CONSUMER

Consumers don't get their tariff money back.
Importers must absorb or try to recover it.




AVENUES FOR RECOVERY

Lawsuits

Consumers who had tariff costs
passed on to them in the form of
higher prices have had no clear
avenue for recourse.

Numerous class action lawsuits are
being filed against retailers.
Companies affected include Costco,
Nike, and IKEA.
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CURRENT STATE OF TARIFF REFUNDS

>

« Importers began to see refunds hit their bank
accounts last week.

« As of Monday, $35.5B (including interest) had
been refunded. In total, approximately $166B
(excluding interest) is eligible to be refunded.



4 TYPES OF U.S. TARIFF AUTHORITIES

Different legal authorities. Different status. Different implications.
*x K Kk %k

1. IEEPA 2. SECTION 122 3. SECTION 232 4. SECTION 301

(Intemnational Emergency (Trade Act of 1974) (Trade Expansion Act of 1962) (Trade Act of 1974)
Economic Powers Act)

EMERGENCY POWERS BALANCE OF PAYMENTS NATIONAL SECURITY UNFAIR TRADE PRACTICES

Allows the President to regulate Allows the President to impose Allows the President to impose tariffs Allows the U.S. to impose tariffs in
imports during a national emergency tariffs for up to 150 days to address on imports that threaten to impair response to unfair, unreasonable, or
to address an unusual and a serious balance of payments U.S. national security. discriminatory trade practices by
extraordinary threat. deficit. other countries.

Example: Used for “reciprocal” Example: Used for the current EXE"?P’-‘?-‘ Used for tariffs on ‘steel, Example: Used for tariffs on
tariffs announced in 2025. 10% global tariffs. aluminum, autos, and potentially imports from China and could be
other sectors (e.g., pharmaceuticals, expanded to other countries.
critical minerals, food inputs).

—

NOT ENFORCEABLE IN COURTS STILL AVAILABLE STILL AVAILABLE
e Deemed unlawful by the courts. E Currently in effect but being | Q Strong legal footing and Well-established authority
Refunds are underway. litigated. The courts will decide | actively being used and that remains a key option

the legality. | expanded. for U.S. trade policy.

p -—

é KEY TAKEAWAY: @ While IEEPA is off the table and Section 122 is in the courts,
juiniig Sections 232 and 301 remain powerful and viable tools for future U.S. tariff policy.
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IMPLICATIONS FOR PRIVATE LABEL

e« Short term:

o

If you are eligible to receive refunds, prepare for an
investment of time and resources for program
administration.

If you are downstream of an importer or customs
broker, prepare to negotiate commercial remedies
with key partners.



IOR NEGOTIATION STRATEGIES

« Audit contracts ‘)!

« Review pass-through clauses

« Assess unjust enrichment risks. (If a specific additional
charge for tariffs was invoiced, keeping the refund while

retaining the wholesaler’s premium provides leverage for
recovery.)

« Evaluate DDP (delivered duty paid) terms, which dictates
if a foreign shipper or domestic broker acted as the IOR.

« Establish a private settlement agreement

« Come to an agreement of how the importer of record will
split the refund with the wholesaler



IMPLICATIONS FOR PRIVATE LABEL

 Long term:

R o
- Likely that shelf prices have reset to a “"new L ')) |
normal” and that typical margin . i "N«
percentages will sustain. |
¥ 2
« A moment to reevaluate strategic responses '

o Cost and margin management

o Supply chain reconfiguration

o Tariff engineering and compliance
o Scenario planning and forecasting
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STRATEGIC PILLARS

e Cost,
Margin

Pricing strategy
Multiple tiers
Reformulation
Classification
optimization

Duty mitigation
(FTZs, etc)

o Tariff
Engineering

e Supply Chain
Reconfiguration

Country-of-
origin planning

Nearshoring

Build tariff
scenarios into
financial
forecasts

Decision
frameworks for

uncertainty e Scenario

Planning
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WHAT’'S NEXT?

Continued
Fragmentation

Stability Escalation

We're still in the early innings...
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SUMMARY

*Regardless of court rulings, the US has entered a more protectionist era of
commercial engagement with global partners.

‘Legal mechanisms may change, but overall tone seems durable through the
remainder of the current administration.

*‘Reprieve of IEEPA tariffs gives those in the private label industry an
opportunity to position themselves to a more proactive position.
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