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In brief 

What happened?  

President Trump issued a Presidential Proclamation under Section 232 on October 17 finding that 
imports of medium- and heavy-duty vehicles (MHDVs), certain vehicle parts, and buses threaten to 
impair US national security. Beginning November 1, ad valorem duties, including a 25% tariff on most 
MHDVs and certain parts, and a 10% tariff on buses, took effect. 

The Proclamation also impacts the automobile industry, as these new tariffs present an opportunity for 
auto importers to strategically assess their import profile and potentially benefit from the varying 
regimes that apply under the new tariff system. It updates the duty and offset framework for US vehicle 
and engine manufacturers through 2030 and creates a new process allowing importers to designate 
qualifying parts under either the automobile or MHDV tariff system. These changes are intended to 
provide consistent tariff treatment across related vehicle supply chains and to strengthen measures 
aimed at addressing national security risks associated with vehicle imports. The Proclamation further 
specifies that entries filed under this framework are not subject to concurrent Section 232 duties on steel, 
aluminum, copper, or their derivative products established under prior proclamations. 

https://www.whitehouse.gov/presidential-actions/2025/10/adjusting-imports-of-medium-and-heavy-duty-vehicles-medium-and-heavy-duty-vehicle-parts-and-buses-into-the-united-states/
https://youtu.be/db5xK1Zl2C8
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Why is it relevant? 

These tariffs create both challenges and opportunities across the automotive value chain. While it 
imposes new duties on MHDVs, certain parts, and buses, it also updates the tariff and offset framework 
for the automobile industry. The new structure allows original equipment manufacturers (OEMs) and 
engine producers to apply offsets against certain duty liabilities and introduces flexibility for importers to 
designate qualifying parts under either the automobile or MHDV tariff systems. These mechanisms 
enable OEMs to allocate portions of their offsets or credits to suppliers, requiring coordinated 
management of duty exposure across complex supply chains. The Proclamation is reshaping how OEMs 
and suppliers collaborate on trade, finance, and operational strategy, while creating potential refund 
opportunities through retroactive re-declarations, post-summary corrections, or offset credit 
applications. 

Actions to consider 

Automotive manufacturers should move quickly to identify eligible imports and assess whether re-
declaration or offset use under the new framework could generate duty refunds or credit savings. OEMs 
should develop clear frameworks for allocating offsets to suppliers and establish controls so that 
suppliers apply them only to qualifying imports. Both OEMs and suppliers will need robust data 
management, post-entry review processes, and cross-functional coordination between trade, finance, and 
accounting teams to manage compliance, capture refund opportunities, and prepare for longer-term 
operational impacts across the integrated vehicle supply chain. 

In Detail 

Background 

Under Trade Expansion Act of 1962 (Section 232), the US President has authority to adjust imports that 
are found to threaten US national security. Under this authority, he has taken the following steps: 

• In May 2019, the President issued Proclamation 9888, finding that imports of automobiles and 
certain automobile parts were being imported in such quantities and under such circumstances as 
to threaten to impair national security.  

• Building on that finding, on March 26, 2025 the President issued Proclamation 10908, which 
imposed a 25% ad valorem tariff on imports of passenger vehicles, light trucks, and selected 
automobile parts, and set in motion a process to include further parts in the tariff regime.  

• On April 29, 2025, the President issued Proclamation 10925, establishing an import adjustment 
offset amount applicable to Section 232 duties on imported automobile parts. This program 
allowed OEMs and engine producers assembling in the United States to accrue offset amounts 
based on the value of domestic production and to allocate a portion of those offsets to suppliers. 

• On June 13, 2025, the US Department of Commerce’s International Trade Administration issued 
procedures to administer the offset, detailing application, certification, and record keeping 
requirements for eligible manufacturers and suppliers. 

• On October 17, 2025, the President issued Proclamation 10984 finding that imports of MHDVs, 
certain vehicle parts, and buses similarly threaten national security, and therefore imposed new 
ad valorem duties (25% for most MHDVs and certain parts; 10% for buses) effective November 1.  

https://www.whitehouse.gov/presidential-actions/2025/03/adjusting-imports-of-automobiles-and-autombile-parts-into-the-united-states/
https://www.whitehouse.gov/presidential-actions/2025/04/amendments-to-adjusting-imports-of-automobiles-and-automobile-parts-into-the-united-states/
https://www.federalregister.gov/documents/2025/06/13/2025-10740/procedures-to-administer-import-adjustment-offset-amounts-for-certain-imports-of-automobile-parts
https://www.whitehouse.gov/presidential-actions/2025/10/adjusting-imports-of-medium-and-heavy-duty-vehicles-medium-and-heavy-duty-vehicle-parts-and-buses-into-the-united-states/?utm_source=chatgpt.com
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In addition to imposing new tariffs, Proclamation 10984 expands and aligns the offset framework to 
encompass both the automobile and MHDV sectors, creating a consistent mechanism through 2030 that 
allows OEMs assembling in the United States to apply offset amounts against certain import duties and, 
in some cases, allocate portions of those offsets to suppliers. It also establishes a new election process 
based on parts end use, allowing importers to determine whether qualifying components are treated 
under the automobile or MHDV tariff systems, provided those parts are not already subject to Section 
232 duties, are outside designated Harmonized Tariff Schedule of the United States (HTSUS) chapters 
72, 73, and 76, and are certified for use in US production or repair activities.  

Collectively, these changes create a unified and flexible tariff structure across related vehicle categories, 
reinforcing the Administration’s strategy to address national security risks while promoting consistency 
and coordinated duty management throughout the OEM–supplier network. 

Opportunities for OEMs and suppliers 

For many importers, the October 17 tariffs are lower than punitive rates that have applied to similar 
products in recent years. As a result, the ability to reclassify past entries or apply offset credits 
retroactively could produce immediate cash-flow benefits. For example, an import previously declared at 
a 50% rate may now qualify under the new rules as “parts of an automobile” at 25%, creating a potential 
25% refund. In cases where an OEM had previously allocated offset credits to cover those duties, the 
payment could, from an accounting perspective, have been treated as a credit rather than an expense, 
opening opportunities to recover overpayments.  

Realizing these benefits depends on robust data, accurate classification, and a coordinated approach to 
credit management. The interplay between customs, tax, finance, and operations is significant; 
companies must determine which entries qualify, confirm eligibility for offset usage, and consider 
whether all documentation can withstand audit scrutiny. 

At the core of this change lies both the opportunity and necessity for stronger OEM–supplier alignment. 
OEMs now have the ability to allocate portions of their offset credits to suppliers, enabling a more 
integrated duty-management strategy across the value chain. Because certain provisions apply 
retroactively, OEMs are already beginning to evaluate refund eligibility and accept claims from suppliers, 
while suppliers must navigate how those refunds interact with potential OEM allocations. In practice, 
this will require clear frameworks governing how credits are distributed, how usage is tracked, and how 
compliance is maintained. Suppliers, in turn, must have the systems and controls in place so that credits 
are used only for imports directly supporting that OEM and that evidence of proper use is readily 
available. 

What this means in practice 

To capture these opportunities and manage associated risks, both OEMs and suppliers should take 
immediate steps to clarify roles, strengthen controls, and align compliance processes: 

For OEMs: 

• Identify eligible imports and assess whether re-declaration or offset application could yield 
refunds or credits. 

• Establish clear allocation frameworks defining how offsets are shared with suppliers and 
how refunds are reconciled when duties were previously covered. 
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• Coordinate across trade, tax, and finance teams to facilitate alignment on documentation, 
timing, and accounting treatment. 

• Engage suppliers proactively to communicate eligibility criteria and maintain audit-ready 
support. 

For suppliers: 

• Validate eligibility with OEMs to confirm classification and allocation status before pursuing 
refund claims. 

• Develop internal controls and documentation to support credit usage and support 
traceability. 

• Collaborate with OEMs to avoid duplicate filings or overlapping refund requests. 

• Monitor for evolving guidance and the timelines for filing re-declarations under the Section 
232 framework. 

For both OEMs and suppliers: 

• Strengthen data and analytics infrastructure to link import data, supplier relationships, 
and credit allocations in near real time. 

• Enhance cross-functional coordination between trade compliance, finance, and operations 
teams to manage both compliance and financial reporting. 

• Develop governance and automation frameworks to sustain compliance and prepare for 
potential further evolution of Section 232 and other credit-based mechanisms. 

Finance and operational implications 

Beyond the trade dimension, the expansion of these tariffs is prompting new questions in finance and 
technical accounting. Companies are assessing how to record anticipated refunds, when rights to offset 
credits become realizable, and how to reflect those effects in cost-of-sales and transfer-pricing models. 
The answers will vary depending on fact patterns, but cross-functional coordination will be essential for 
tax and accounting treatment to align with customs activity. 

In addition, Proclamation 10984 provides that Section 232 duties on covered automobile and MHDV 
parts may qualify only for limited manufacturing drawback claims under 19 U.S.C. § 1313(a)–(b), which 
allow recovery of certain duties on imported materials used in US production or export activities. Other 
forms of drawback are not available for these duties.  

Finally, the operational implications could be substantial. Companies will need to review and, in many 
cases, rebuild their data and reporting infrastructure to support classification accuracy, credit tracking, 
post-entry reviews, and refund claims. The scale of this requirement should not be underestimated; firms 
must be able to connect import data, supplier relationships, credit allocations, and financial records in 
near real time. Those that invest early in analytics, governance, and process automation will be well 
positioned not only to manage compliance but also to leverage Section 232 as a source of strategic and 
financial value. 
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The takeaway 
This development introduces a new operational model for the automotive industry. Companies that act 
quickly to align OEM–supplier strategies, strengthen data governance, and integrate trade, finance, and 
accounting considerations will be well positioned to turn compliance obligations into sources of strategic 
value. 

Let’s talk 

For a deeper discussion of how these changes might affect your business, please contact: 

Customs and International Trade 

Chris Desmond 
christopher.desmond@pwc.com 
 

Kristin Bohl 
kristin.m.bohl@pwc.com 

Anthony Tennariello 
anthony.tennariello@pwc.com 

Mark Truchan 
mark.truchan@pwc.com 
  

Everson Ascencio 
everson.ascencio@pwc.com 

Sharon Martin 
sharon.martin@pwc.com 

Maytee Pereira 
maytee.pereira@pwc.com 
  

Craig Pinkerton 
craig.j.pinkerton@pwc.com 

Steve Britt 
steve.britt@pwc.com 
 

Global Trade Policy 

Scott McCandless  
scott.mccandless@pwc.com 
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