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September 14, 2018

Dear Valued Supplier,

As part of our Reach Further promise, Avnet is working around the clock to create optimal solutions for our
customers and supplier partners to the Section 301 tariffs for List 1 products, effective 7/6/18, and List 2 products,
effective 8/23/18. Our cross-functional team is striving to address this complex and fluid situation in a manner that
drives end-to-end supply chain security and risk mitigation with as minimal impact and business disruption as
possible. This letter provides an update from our June communication and asks for your company’s commitment
to support Avnet's Section 301 requirements for our supplier partners.

First, we are pleased to share that Avnet announced in August our customer-focused stance on suspending tariff
recovery for export customers in situations where we are not required to pay the Section 301 tariff, or can obtain a
refund of any tariffs paid on products under the U.S. Customs and Border Protection duty drawback program. This
bold stance requires partnership across our value chain—from our suppliers and customers to freight forwarders
and other logistics partners. We also posted online a customer update and FAQ, informing our U.S. customers
about our sustainable short- and long-term mitigation solutions, along with details on our tariff recovery process.
In the spirit of partnership, we encourage you to review and let us know if you have any questions on our position.

Our Path Forward: Collaborating on optimal Section 301 tariff processes

Now let’s turn to our need for win-win collaboration. For Avnet to successfully execute on our customer-centric
commitment, we must work in harmony with your company and build on our great partnership. Together, we can
ensure your products remain competitive in a fast-changing market by establishing a clear and equitable
approach to Section 301 tariff compliance. Avnet’'s expectations for our go-forward partnership are as follows:

1. Non-COO China Alternatives: For parts of mixed origin, including China, we expect your company and
all Avnet suppliers to ship non-COO China product whenever possible. In cases of mixed origin
shipments that include COO China product, the COO China product must be separately packaged and
documented for customs entry. Your Avnet representative will work directly with you to manage the
transition to non-COO China alternatives.

2. Importer of Record (IOR): If your company is IOR and intends to pass-on the tariff charge to Avnet, your
company must be upfront in telling us the tariff recovery charge percentage. You must also apply the tariff
recovery percentage to the base cost, in line with your cost of goods sold. Avnet will not accept full tariff
charges (e.g. 25%) calculated on our purchase price, DC cost or your resale price to Avnet.

e If Avnetis IOR, your company must either remove the “phantom” part of the price (i.e. the delta
between book cost and Avnet quoted cost) or become the IOR to minimize the tariff base.

3. Tariff recovery suspension for export customers: For Avnet to deliver on our pledge to suspend tariff
recovery charges for export customers, we must be able to obtain a full refund under the duty drawback
program for products imported into the U.S. by your company and subsequently exported outside the
U.S. by Avnet. When your company is IOR, Avnet’s preference is for your company to process the duty
drawback. Our Global Trade Compliance team will provide your company with all the proper export
documentation to administer. Avnet expects immediate credit for the corresponding tariffs charges when
the export documentation is provided to you.

Alternatively, Avnet will file for the refund directly via the drawback program. To enable Avnet to obtain
the refund on products that your company imported into the U.S. subject to these tariffs, please provide
the following information upon delivery to Avnet:

e Customs form 7501

e Proof of delivery and airway bill

e Commercial invoice and packing slip including part number, description, quantity, HTS code and
country of origin


https://ustr.gov/sites/default/files/enforcement/301Investigations/List%201.pdf
https://ustr.gov/sites/default/files/enforcement/301Investigations/List%202.pdf
https://www.avnet.com/wps/wcm/connect/onesite/e0801268-d22d-40ea-94f3-54424bfbe3ba/Avnet-Suspends-Section-301-Tariff-Recovery-Charges-Letter-8-24-18.pdf?MOD=AJPERES&CVID=mlJAE2w&CVID=mlJAE2w&attachment=true&id=1535141739542
https://www.avnet.com/wps/wcm/connect/onesite/e0801268-d22d-40ea-94f3-54424bfbe3ba/Avnet-Suspends-Section-301-Tariff-Recovery-Charges-Letter-8-24-18.pdf?MOD=AJPERES&CVID=mlJAE2w&CVID=mlJAE2w&attachment=true&id=1535141739542
https://www.avnet.com/wps/portal/us/resources/us-china-tariff-information/

AVNET

Reach Further™

We recognize that providing this information could result in cost transparency. To help address your need
for confidentiality, we refer to our preference for your company to process the duty drawback, with Avnet’s
supporting documentation of our export.

4. Accept new order and backlog shipments sent to non-U.S. warehouse locations: Avnet is investing
in the expansion and enhancement of our global operations to create an excellent supply chain channel
and better support our export customers:

e Guadalajara, Mexico: To support our customers located in Mexico, Canada, Brazil and other non-
U.S. locations in the Americas, we upgraded our existing facility and are adding a new warehouse
location in Guadalajara.

e Hong Kong: To support our customers primarily located in EMEA and Asia, we are making similar
enhancement and expansion investments to our operations in this region, enabling us to ship
product through Hong Kong.

We require your company and all Avnet suppliers to leverage our global supply chain channel
investments by accepting new “Ship to” locations on new orders as well as existing backlog.

5. Invoicing requirements — EDI strongly preferred: Avnet’s preferred procedure is to receive your
original invoice by EDI. When Avnet is filing for the duty drawback refund directly, the invoice should
include the customs and shipment information identified in Section 3. If your company has EDI invoice
guestions or wants an EDI810 Invoice Guideline, please have your B2B/EDI person contact us at
mailto:Supplier-B2B-Business@avnet.com.

6. If EDIl invoicing is not an option for your company: Avnet requires all non-EDI suppliers to submit your
invoice to us in an Excel format, or as a PDF document with an Excel backup file. Please use the Avnet
template provided to you to ensure our team can readily validate the charges. It’s critical that your Excel
file includes detailed charges, at the part number level, including the associated HTS code and the
amount of the tariff expressed as a percentage.

e Avnet will accept a cumulative invoice, emailed in Excel, if you send to your Avnet contact within
30 days after shipment.
e Avnet will not pay invoices received more than 30 days after shipment.

Foster optimal, collaborative Section 301 mitigation solutions and tariff recovery

In addition to the requirements described above, please share your company’s mitigation strategies with your
Avnet representative. Avnet and your company have a history of partnering for mutual success. Let’s be proactive
in seeking win-win opportunities to jointly capitalize on our mitigation solutions in an accelerated manner. We
share a similar goal of doing everything possible to:

e ensure your products remain competitive in a fast-changing market

e drive end-to-end supply chain security

e avoid or minimize Section 301 tariff charges

e establish optimal mitigation solutions for our customers

e limit business disruption with efficient, technology-enabled processes

As always, thank you for your trust in Avnet! We value your partnership and appreciate the opportunity to
collaborate as we together navigate the dynamic Section 301 tariff environment. If you need further clarification,
please contact your primary Avnet North America representative.
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