Developments in Global Customs Regimes

What is changing?
The focus of world Customs Authorities is chandirgn collecting duties and
indirect taxes to securing global supply chains.

What has caused this change?

Since 9/11, the threat of global terrorism has bexa primary concern of world
governments. The potential use of legitimate sppphins to smuggle terrorists and
weapons of mass destruction across internationdeb®is viewed as a major threat.

How does this affect Customs activities?

Governments see Customs personnel as being ig@atigd to prevent/detect the
illegitimate use of international supply chainss @result, the official goal of the
World Customs Organisation (WCO)* is nowdsur e andfacilitate global trade.

How are Customs Authorities responding?

The US Customs and Border Patrol (CBP) has resgiondb a series of measures,
including the Customs — Trade Partnership Agaiestofism (C-TPAT), which
focuses on the security of shipments into the US.

The WCO, on the other hand, has developed the pbot¢he Authorised Economic
Operator (AEO), which is an economic operator thaiewed as reliable by Customs
Authorities. EU Customs Authorities have implensehthis concept, with effect
from 01-Jan-08.

What other changes are EU Customs making?

EU Customs are also implementing a number of diggrificant changes:
* Pre-arrival/-departure declarations must be subdhiih Customs in advance
of all consignments into and out of the EU
* An EU-wide Risk Management Framework is appliedltsuch
consignments
* An EU-wide Economic Operators Registration & Idéadition (EORI)
system identifies all parties in the supply chain

How does this affect Businesses operating in the EU?

EU Customs perform a security risk assessment cim @ansignment into and out of
the EU and select high-risk consignments for Custoamtrol. Consignments
selected for Customs control can be expected ferssifjnificant delays.

Where does the AEO concept figure in this new regime?

An AEO is assigned a low risk score in the EU ContdRisk Management
Framework. This significantly reduces the probabdf an AEO’s consignment
being selected for Customs control. This effedyivveeates awo-tier Customs
regime.

* The WCO represents Customs organisations froincbuntries



What benefits does an AEO enjoy?
The two-tier Customs regime provides what amountsHast L ane for AEOs.

In the event that an AEO consignment is randomlgcsed for Customs control, the
AEO

» Has the possibility of prior notification of contro

* Receives priority treatment over non-AEO consigntaamd

» Can choose the location for the control inspection

Other benefits include
* Reduced data requirements for pre-arrival/-depadeclarations
» Easier access to Customs simplification procedures
» Waivers from Customs bond guarantees
» Concessions from non-EU Customs Authorities as EluRecognition treaties
are agreed with the US, Japan, China, Switzerldondyay and other
significant trading partners

Over time, AEO is expected to become @ality Mark for secure international
supply chains and trusted businesses. Busindssedd not achieve AEO status will
be seen as less attractive business partners.

What are the differences between C-TPAT and AEO?

» C-TPAT is purely concerned with security considierat, while an AEO must
satisfy requirements in a number of categories:
0 A satisfactory record of compliance with Custongutations
0 An acceptable financial and logistical system
o Financial solvency
o Safety and Security of operations and supply chains
» C-TPAT is concerned only with imports into the U&lanot with exports.
AEO is concerned with all movements of goods imtd aut of the EU.

What is involved in becoming an AEO?

The first step is a self-assessment of the busegasst the above four categories of
requirements. The next step is to submit an agjpdio to Customs, with the
completed self-assessment and supporting docurrntafustoms then complete a
detailed evaluation of the application and award\BQ® Certificate, if all
requirements are satisfied.

How many AEOQOs are there in Ireland?

A total of 23 AEO Certificates have been awardedrisin Customs to-date. The list
of AEOs includes Apple, Bausch & Lomb, Diageo, HBM, Kerry Ingredients,
Medtronic, Organon, Pepsi, Irish Express Cargo,hikeeNagel and other Carriers.

Why go for AEO Certification now?

The uptake on AEO Certification reflects a pattidwat is similar to that experienced
with C-TPAT in the US — low numbers initially. Hewer, there was a sharp increase
in applications for C-TPAT in subsequent years.tiesnew Customs regime begins
to impact on international supply chains it is extpd that there will be a dramatic



increase in the number of companies applying foOAEertification. Companies that
adopt a “wait and see” approach will be forcedoia p long queue of applicants
awaiting evaluation by Customs.

What timeframe is involved in achieving AEO status?

A company can expect to spend up to six months &&ing the self-assessment
process and compiling the documentation that igired for the AEO application. A
further four to six months should be scheduledlierCustoms evaluation of the
application. As the number of applicants increasgsificantly, this timescale could
stretch.

What factors affect the success of an AEO Application?

As with any major project, Senior Management commaitt is a key factor in
achieving success; as is a highly-motivated intectglinary project team. An honest
self-assessment of the applicant’s readiness afehacommitment to filling any
existing gaps are essential prerequisites.

Companies that have not succeeded have foundidudiifto maintain the required
momentum to get the project completed in a relftisbort timeframe. This can lead
to companies submitting incomplete or inadequapdi@ions to Customs. Due to
the critical importance of AEO status to the Custaisk management approach and
the real prospect of mutual recognition betweerBteand its major trading partners,
EU Customs must conduct detailed evaluation aaditscannot award AEO
Certificates unless the required standards are met.

How can we help?

Based on our extensive experience in Supply Chaiswting and our hands-on
involvement with successful AEO projects, we caovite a range of valuable
services:
* An initial assessment of readiness for an AEO Rt@ad a determination of
scope, project plan, resources, etc.
* Project Management to maintain the momentum optbgect and steer it to a
successful conclusion
» Co-ordinating actions required to fill identifieads in a timely manner
* Hands-on assistance in compiling the self-assedstioenmentation and
preparing the AEO application
* Co-ordinating the Customs evaluation audit
» Determining roles, responsibilities and proceseesnaintaining AEO status
after receiving the AEO Certificate

Where can you find more information on AEO certification?
Following are links to some useful websites:

http://www.revenue.ie/en/customs/leaflets/aeo-imation.htmlprovides general
information from Irish Customs and copies of theQABelf-Assessment
Questionnaire and Application Form




http://ec.europa.eu/taxation_customs/resourcesidents/customs/policy_issues/cust
oms_security/AEO _qguidelines_en.pgutbvides a copy of the AEO Guidelines issued
by the European Commission

http://www.revenue.ie/en/customs/businesses/ecariagu-faq.htmprovides
answers to some frequently asked questions aboOt AE

http://ec.europa.eu/taxation_customs/dds/cgi-
bin/aeolist?Lang=EN&Name=&Country=IE&Types=AEOC%2EAS%2CAEOF&
Offset=1provides a list of Irish AEOs
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