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The latest news coming from the EU is suggesting that a no-deal Brexit is looking more and 

more likely. The full ramifications of that will only be seen over a long period of time, but the 

immediate concern for many UK businesses will be what does this mean for the movement 

of goods to and from the UK from EU countries after 29 March 2019?

HM Revenue & Customs sent a letter to many affected VAT registered businesses recently 

providing advice to prepare for this so-called no-deal Brexit environment. It seems that 

businesses should pay very careful attention to the contents of this letter and plan 

accordingly.

There are many planning steps that UK companies can take now which may assist cross 

border operations in a post Brexit world. An example of this is showcased in this publication, 

relating to applying to become an Authorised Economic Operator (AEO).

I hope you find this publication interesting and please do contact me or Andy Bewick if you 

have any queries or we can help further.

Brian Jukes
Partner

Corporate Tax and International

+44 (0)7789 955 887

brian.jukes@dafferns.com
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The way in which Customs operations will work following Brexit remains unclear but acquiring AEO 

status may offer some assurance that international supply chains will not be affected.

The number of AEO-accredited UK businesses is expected to rise sharply in the run-up to Brexit, so 

not acting now may put you at a competitive disadvantage.

What is an AEO?

The AEO scheme was introduced in 2005 and is for businesses that are established within the EU, 

possess an Economic Operator Registration and Identification number (EORI) and whose activities 

regularly involve importing and exporting goods internationally.

By obtaining AEO status from HMRC, businesses will be internationally recognised as having safe 

and secure supply chains by all current EU customs administrations and also other international 

customs administrations where there is a Mutual Recognition Agreement in effect.
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UK businesses that are involved in importing and exporting goods to the rest of 

the EU and further abroad may wish to consider applying to become an 

Authorised Economic Operator (AEO) prior to the UK leaving the EU next year.

How to get a trading advantage in the post-Brexit UK
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If you are a UK based business that:

• Holds an EORI Number

• Has business activities which involve importing 

and exporting goods or other Customs 

procedures

• Are part of an international supply chain

Then you could be eligible to apply for AEO 

status.

There are two types of AEO status that you can 

apply for; AEOC for customs simplification and 

AEOS for security and safety. Your business can 

apply for and be granted both of these.

HMRC will require your business to fulfil certain 

criteria before accepting your application.

1. AEOC (Customs Simplification)

Businesses must meet the following criteria:

• Good tax and customs compliance history

• Good commercial and transport record-keeping 

standards

• Financial solvency

• Professional qualifications or demonstrating 

practical standards of competence in the activity 

that your business is involved in.

2. AEOS (Safety and Security)

For businesses that can fulfil all of the criteria below:

• Good tax and customs compliance history

• Good commercial and transport record-keeping 

standards

• Financial solvency

• Excellent safety and security standard to protect 

their supply chain
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Who can apply?

AEO status is open to many different businesses engaged in importing and exporting. 

UK businesses are eligible now, but the post-Brexit landscape remains less clear: it is 

expected that some sort of AEO arrangement will be in place, but this may take time.
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Other benefits
• By applying to become AEO certified, 

businesses are required to install ‘best 

practice’ processes and procedures which 

could also unlock the following benefits:

o Reduced theft and internal issues due to 

better processes

o Fewer delayed shipments

o Improved planning operations

o Improved customer loyalty due to better 

systems

o Reduction in security and safety incidents

o Lower inspection costs of suppliers

o And more...
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What are the key benefits?

Internationally recognisable 
• Identifiable symbol that role in supply chain is 

secure

• AEO status recognised across EU member 

states

• AEOS benefit from Mutual Recognition 

Agreements (MRAs) currently held with:

o USA

o Japan

o Norway

o Switzerland

o China (negotiations ending soon)

Secure supply chain 
• Considered to be a secure and safe partner in 

the supply chain

• This will have a knock-on effect and can 

potentially improve relationships and increase 

confidence with:

o Business partners

o Customs administrations

o Existing and new customers

Commercial
• Reputational boost through accreditation of 

high standards and operating, which can 

increase likelihood of winning new business

• Faster application process for customs 

simplification and authorisation means duty 

reliefs are available sooner and working 

capital can be better managed

• 70% reduction in deferment account 

guarantee

Financial benefits
• The Union Customs Code (UCC) has 

introduced new financial guarantee 

requirement for suspended duty

• Businesses who do not obtain AEO status will 

have to secure financial guarantees from the 

likes of banks often at significant cost to the 

business

Customs simplification
• Fewer physical and document based controls 

to deal with

• Movement of goods in temporary storage 

between different member states

• Priority treatments of consignments if selected 

for control including the ability to choose 

location at which HMRC applies customs 

controls

• Easier admittance to customs simplifications 

and authorisation
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Post-Brexit, it’s expected that the UK will 

introduce its own equivalent of AEO, though the 

benefits of this will necessarily be delayed until 

Mutual Recognition Agreements are in place with 

other countries.

It is worth noting that Brexit will lead to goods 

moving between the UK and the EU becoming 

imports and exports. 
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If you secure AEO status before Brexit, then you will continue to receive the same 

benefits after the UK leaves the EU as you did before. Achieving AEO status after 

Brexit is less clear and could take longer, cost more and achieve less.

How will Brexit change AEO?

Additional customs charges and VAT may mean 

businesses need to increase their deferment 

accounts. And, with many businesses being caught 

up in customs processes for the first time, it’s 

possible that banks, investors and creditors may 

wish to see some sort of proof of capability when it 

comes to importing and exporting. AEO could help 

your business with these issues.
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Meeting the criteria will include:

• Compliance

• Record Keeping

• Solvency

• Practical Competence or Professional

• Qualification (AEOC only)

• Security (AEOS only)

Your own checks before submission could include:

• Cost-benefit analysis

• Senior management buy-in and sign off

• Development of an AEO project plan

• Self-assessment

• Identification of compliance gaps, if any

• Remediation of compliance gaps encountered

• Documentation of all relevant processes to a 

standard which is accepted by HMRC

• Readiness assessment
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HMRC will expect your business to have 

paperwork proving the quality of its operations 

and staff. You should consider this requirement 

before you apply, and whether you can address 

any gaps in your records.

Detailed criteria and how to apply

Once all the above criteria have been met and your 

business has carried out all necessary checks, then 

you will be eligible to apply for AEO status to 

HMRC.

To apply for AEO your business must possess an 

active EORI number and complete an ‘application 

pack’ which can be obtained from the HMRC 

website.

The application pack includes the following:

• C117 – Application Form

• C118 – Self Assessment Questionnaire

Once completed, the forms are sent to HMRC by 

post.

The application process involves two forms for 

your business to complete: you may wish to seek 

help from your adviser for this. The process is 

not slow, but the current increasing number of 

applications may mean it is slower than usual.


