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TARIFF REFUNDS AND RECOVERY

Recent judicial developments have created a significant and time-sensitive opportunity for U.S. importers to seek
refunds of tariffs that were imposed under the International Emergency Economic Powers Act (“IEEPA”). On
February 20, 2026, the U.S. Supreme Court ruled in Learning Resources, Inc. v. Trump that the IEEPA does not
authorize tariffs, rendering all tariffs imposed under IEEPA unlawful. While potential recoveries may be material,
refunds are not automatic and require disciplined analysis, rigorous documentation, and coordination with legal
counsel.

Why Tariff Refunds Are Complex

Under U.S. customs law, the Importer of Record (IOR) is the only party with legal standing to receive tariff refunds
from the government. This is true regardless of who ultimately bore the economic cost of the tariff. An “end
payor,” such as a downstream party that bore the tariff cost indirectly and passed on the added cost to its
customers through higher prices, has no statutory right to a refund from U.S. Customs and Border Protection
(CBP).

Tariff refund recovery follows two paths. First, refunds may be issued by the CBP to the importer of record under
U.S. customs law. Second, other parties that bore the economic burden must pursue recovery through contractual,
commercial, or legal channels. These paths are commonly referred to as Section 1 and Section 2 recoveries. The
U.S. Customs and Border Protection (CBP) cannot pay refunds to customers, distributors, or consumers directly.

Recovery under Section2 is governed by contractual, intercompany, or regulatory frameworks rather than
customs law. In certain circumstances, agreements may permit recovery of tariff amounts regardless of whether
costs were subsequently recovered through pricing increases. In other cases, recovery may be limited to
unrecovered economic costs, depending on the applicable contract terms, cost-sharing arrangements, or
regulatory requirements.

Pursuing tariff refunds requires determining IOR status, analyzing liquidation timelines on an entry-by-entry basis,
and preparing defensible proof that duties were paid to CBP. These efforts frequently require reconciling large
volumes of CBP customs data, broker records, and financial data, often in coordination with legal counsel.

For government contractors, an additional layer of complexity arises because any recovered tariffs may be subject
to contractual cost-allocation requirements, requiring analysis of contract types and the extent to which CBP
refunds must flow back to the government.



CBP Refund Process

To facilitate the process, CBP is developing a new module within its Automated Commercial Environment (ACE)
system called the Consolidated Administration and Processing of Entries (CAPE). CAPE is designed to process
refunds using batch-based, consolidated filings rather than traditional entry-by-entry refund mechanisms.

Under the CAPE framework, importers of record (or their authorized customs brokers) must submit consolidated
refund declarations listing multiple affected entries in a single electronic filing. Each consolidated submission may
include up to 9,999 individual entry numbers and is processed as a single refund action rather than as separate
entry-level adjustments.

ACE/CAPE will conduct two series of validations: (1) file validations and (2) entry validations. File validations will
ensure that the refund request contains all required information, that the information is properly formatted, and
that the submitter is the importer of record. If a submission successfully passes file validations, ACE will proceed
to a set of entry-specific validations.

Upon successful validation, CBP removes IEEPA duties from the applicable entries and liquidates or reliquidates
those entries as appropriate. Refunds are then issued via electronic payment for the accepted submission. While
CBP has indicated that refunds will generally be issued within weeks following acceptance of a complete and
valid submission, actual processing time may vary depending on data quality, entry complexity, and system
validations. The refund process is not automatic and requires proactive submission, monitoring, and issue
resolution by the importer of record or its authorized agent.

The Chess Consulting Approach

Chess Consulting supports clients and their legal counsel through the full lifecycle of tariff refund and recovery
matters. Our professionals combine accounting, forensic, data analytics, and claims experience to help clients
assess eligibility, quantify recovery, and support both direct CBP refund claims and related downstream recovery
efforts.

Our support includes assisting importers of record in preparing defensible CBP refund claims under Section 1, as
well as supporting downstream parties in evaluating economic burden, aligning recovery strategies with importer
filings, and developing defensible analyses to support contractual, intercompany, or litigation-based recovery
under Section 2.

Supporting Section 1 and Section 2 Tariff Recovery

¢ |dentification of IEEPA-affected imports and assessment of refund eligibility based on liquidation status and
procedural posture.

e Extraction, validation, and reconciliation of customs data, broker records, payment evidence, and general
ledger accounts.

e Development of proof-of-payment and IOR analyses designed to withstand audit, regulatory, and litigation
scrutiny.

e Quantification of refundable duties and applicable statutory interest, aligned with financial reporting
considerations.

e Preparation of audit-ready and litigation-ready documentation to support administrative claims or escalation.

¢ Analysis of economic burden and recovery for companies that paid tariffs indirectly, and alignment of
downstream recovery efforts with importer refund claims, including support for contractual, intercompany, or
dispute-based recovery.



THE CHESS CONSULTING ADVANTAGE

Chess Consulting brings decades of audit and consulting experience supporting damage calculations, and
recovery efforts in highly regulated environments. Our professionals are retained as consulting and testifying
experts on various matters involving forensic accounting investigations, misappropriation of assets, fraud,
contract claims, Foreign Corrupt Practices Act investigations, and purchase price disputes. We work with legal
counsel and their clients to analyze the strengths and weaknesses of cases, prepare damage calculations,
summarize our opinions and findings in expert reports, and formulate questions for direct and cross-
examinations. This combination of experience directly informs our approach to tariff refund matters, where
recovery depends on disciplined cost analysis, strong documentation with an audit trail of support, and defensible
positions and methodologies.

Chess Consulting Differentiators:

Deep industry knowledge and technical expertise which helps each client deal effectively with the complexities of
the processes and issues facing its business.

Profitability focus concentrating on actions and solutions that create a competitive business advantage while fully
complying with regulatory requirements.

Practical and creative solutions that effectively address difficult compliance and business issues.

Supportable positions that have been proven to withstand scrutiny from regulatory agencies such as the SEC,
DCAA/DCMA, DOJ, and GAO.
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