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Many Canadian importers face new tariffs starting July 1, 2018. Canada recently finalized its 
lists of U.S. steel, aluminum and other products that will be subject to new trade-restrictive 
surtaxes starting as of this date, and has also released new administrative guidance. Canada 
originally indicated it would impose 10% and 25% surtaxes or similar trade-restrictive 
countermeasures on imports of steel, aluminum and other products originating in the United 
States following a U.S. announcement that it would impose its own tariffs on a wide range of 
steel and aluminum products imported into the United States from Canada, Mexico and the 
European Union. Canada has said that these new surtax countermeasures will remain effective 
until the United States removes its own trade measures against Canada. 

Because these new tariffs will increase the costs of raw materials and inputs used in production 
supply chains, they will negatively affect industries that depend heavily on steel and aluminum 
products, such as the automotive, heavy machinery and home appliance industries, among 
others. Companies should review the finalized lists of goods affected by this change and quickly 
assess the effect of these new tariffs and explore strategies that may help minimize their 
impact.  

Background 
The United States announced it would impose a 25% tariff on steel and a 10% tariff on 
aluminum imports that will apply on a wide range of products imported into the United States 
from Canada, Mexico and the European Union. Argentina, Australia, Brazil and South Korea, 
negotiated permanent exemptions under restrictive conditions including quota limits. 
Although imports from Canada, Mexico, and the European Union were provisionally 
exempted from these tariffs, those exemptions expire as of June 1, 2018. 

In response, Canada’s Department of Finance announced new surtaxes and indicated it 
would accept feedback from stakeholders before it finalized its planned countermeasures. 
For details, see TaxNewsFlash-Canada 2018-25, “Canada Announces Surtaxes in 
Response to U.S. Tariffs” 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-canada-announces-surtaxes-in-response-to-us-tariffs.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-canada-announces-surtaxes-in-response-to-us-tariffs.pdf


TaxNewsFlash – Canada      June 29, 2018 
Canadian Trade Surtaxes Start July 1     No. 2018-29 
 

Canada finalizes trade countermeasures 

The Canadian surtaxes will affect more than 125 products originating from the United States 
(i.e., based on the NAFTA country-of-origin marking rules), and apply to both commercial and 
personal importations, with few exceptions. Although the lists of products that are affected by 
the new measures are similar to those released when the surtaxes were originally proposed, it 
appears that Finance has taken industry feedback into account in the final list. In addition to the 
25% surtax on specified steel products and the 10% surtax on specified aluminum products, a 
10% Canadian surtax will affect goods including specific types of:  

• Coffee 

• Prepared meals 

• Pizza 

• Chocolate 

• Condiments 

• Toiletries 

• Whiskies 

• Household items 

• Motorboats. 

New administration guidance released 

In addition to the final lists of affected goods, the Canada Border Services Agency (CBSA) has 
issued new guidance for importers and exporters on how these new rules must be complied 
with. Specifically, the CBSA guidance notes that the surtax payable is calculated as a 
percentage based on the value for duty of the imported good. In addition, the CBSA notes that 
proof of origin is required on all imported goods, and the burden of proof lies with the importer. 
The guidance also notes that the new surtaxes would not apply to goods meeting the conditions 
for duty relief or duty drawback. 

According to the CBSA guidance the surtax will apply to goods that are in a bonded warehouse 
if they are released on or after July 1, 2018, but it does not apply to goods in transit to Canada 
before this date (however proof of transit is required). 

The guidance also outlines other documentation requirements, available exceptions and the 
process for correcting errors.  

KPMG observations — Take action now 
Canadian importers and exporters that will be affected by the new Canadian surtaxes and 
U.S. tariffs should assess the impact of the new tariffs on their cross-border goods and 
consider ways to mitigate the impact of these changes. Specifically, companies may want to 
undertake an impact analysis to understand the financial impact and consider scenario 
planning opportunities to mitigate these costs.  

In addition, all affected companies may also want to take action to: 
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• Explore strategies to minimize the impact of the tariffs (for example, can tariff 
classifications be reviewed to qualify for lower duties?)  

• Consider other strategies to lower the base upon which additional tariffs will be 
applied (such as U.S. First-Sale-for-Export, unbundling non-dutiable elements from 
the price paid for imported goods) 

• Review and analyze whether contractual documentation with suppliers and 
customers is flexible enough to deal with trade related uncertainties. 

 
We can help 
 
KPMG’s Trade & Customs team are well-positioned to help you analyze the impact of these 
trade-related measures and strategize the most effective ways to minimize the effects on your 
business. Please contact a KPMG's Trade & Customs professional in Canada: 

Bob Sacco  
GTA Trade and Customs Leader  
416 777 3693  
bobsacco@kpmg.ca 

Angelos Xilinas 
Partner, Trade and Customs  
604 691 3479  
axilinas@kpmg.ca 

Lisa Zajko 
Partner, Trade and Customs  
416 224 4210  
lzajko@kpmg.ca 
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