


Brexit, the departure of the UK from the European Union, poses challenges and opportunities for all the members of
our Institutes.

The Institute of Chartered Accountants in England and Wales and Chartered Accountants Ireland have long
collaborated on issues of mutual concern to our membership.  This publication is a further step in our collaboration.  

It is intended as a customs primer for our members both in practice and in industry, who are perhaps addressing for
the first time a changed trading regime when the UK leaves the EU.  

It will also serve as an aide memoire for members already conversant with the issues.  It has been compiled by expert
staff from the two Institutes.

This publication has been designed with a view to easy distribution within your organisation, or indeed externally to
your clients, customers or suppliers as you think appropriate.  We are confident you will find it helpful.

Feargal McCormack                                   Paul Aplin

President,                                                      President, 
Chartered Accountants Ireland             The Institute of Chartered Accountants in England and WalesFO
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IN
TR

O
D

U
CT

IO
N This report has been jointly produced by Chartered Accountants

Ireland and The Institute of Chartered Accountants in England and
Wales (ICAEW).  Its purpose is to help Chartered Accountants
support businesses in the UK and Ireland deal with the trading
landscape after Brexit.  The points raised will be relevant for
businesses in Ireland or other EU countries trading with the UK or
for UK businesses trading with the EU. It recognises the particular
importance of trade between Ireland and the UK, both within the
island of Ireland and between Ireland and the UK mainland
(through which many goods to and from Ireland are trans-
shipped). 

In the months following the UK’s vote to leave the EU, the UK
Government formally stated that it will not be seeking
membership of the Single Market or the EU’s Customs Union, and
instead will pursue an ambitious and comprehensive free trade
agreement and a new customs agreement with the EU. Many
questions remain unanswered and at the time of writing it is still
unclear what, if any, trade and customs agreements will be
reached with the EU.  However, business carries on and in this
report we aim to help businesses understand the legal and
practical issues raised by Brexit to better support their planning
during this time of uncertainty.

Brexit will mean a very different landscape for trade between the
UK and the other EU Member States.  First and foremost, the UK
will become a third country for the purposes of customs duties
and this will have implications for all EU Member States and the
UK. In the absence of any further agreements, customs controls
will be operated on trade between the UK and the EU following
the UK’s exit from the EU Customs Union.  This means there could
be customs declarations, border checks, tariffs, quotas and
different VAT arrangements.

Brexit could therefore necessitate new trade arrangements for
businesses across the UK and Ireland, as well as creating new
requirements to pay customs duties.  Businesses will need to look
at their supply chains and establish exactly how Brexit will affect
them and what actions they need to take in order to prepare.  

This report is designed primarily to help Chartered Accountants
and the businesses they advise by outlining what the trading
landscape might look like after Brexit. It examines how the EU
customs system works and discusses the customs and VAT
frameworks that might be in place in the UK and Ireland after
Brexit.  The report also considers the supply chain challenges and
barriers to trade which businesses in Ireland and the UK might
face. It does not consider the impact of Brexit on other areas, for
example tax, audit and citizen’s rights. 

The report is broken into five sections:
1.   The trading landscape after Brexit
2.   EU Customs and VAT frameworks
3.   Supply-chain challenges facing UK and Irish businesses
4.   Trading on the island of Ireland
5.   Other barriers affecting trade including the business
      cost of administrating customs 
6.   The effect of Brexit from a business perspective 

Brexit may also affect cross-border services, particularly financial
services where European passporting is one of the key features of
the Single Market which allow EU banks and financial services
firms to sell financial services across the EU with little restrictions.
This report does not consider this impact; its focus is on cross-
border trade in goods.  
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EX
AM

PL
E The EU-Turkey Customs Union covers all industrial goods but does not

include agriculture (aside from processed agricultural products),
services and public procurement.  In terms of goods covered, the
Customs Union allows Turkey and the EU to trade freely with each 
other without customs checks at the borders (though there may be
other verification checks). Turkey must charge the same customs
duties to countries outside the EU as the EU does and there are
limitations on Turkey being free to strike its own trade deals with
other countries. 

1
SECTION

In this section, the meanings of common Brexit terms 
such as the Single Market and the EU Customs Union are
discussed along with an explanation of the World Trade
Organisation rules.  We also examine what happens to
trade between the UK and the EU after Brexit if the UK is 
outside the Single Market and the EU Customs Union and 
a free trade agreement is not in place between the 
UK and the EU.  

1.1   The EU Customs Union and the Single Market

What is the Single Market?
The Single Market was completed in 1992 and as its name implies, it
essentially allows all Member States to act as a single domestic market.  

It’s based on four freedoms; free movement of goods, services, money and
people within the EU and its objective is to boost trade, increase
employment and lower prices by eliminating customs duties (also known
as tariffs), quotas and taxes on trade.  The Single Market also removes
certain non-tariff barriers to trade by having common regulation on
packaging, safety and standards.  The aim is to create a level playing field
and a single market across industries by standardising regulations,
working hours and health and safety among other things.  

The Single Market extends to Norway, Iceland, Liechtenstein (the
European Economic Area countries) and Switzerland despite these
countries not being members of the EU.   

What is a Customs Union?
In Section 2, we will specifically discuss the rules of the EU customs
regime, but first it’s important to establish generally what is a customs
union. 

A customs union is a group of countries that have agreed to allow free
trade (no customs duties or tariffs) between them. The countries in a
customs union also agree to all charge the same import duties (the
common external tariff) on imports from non-member countries. 
Customs unions reduce administrative requirements.  For example, once
goods have cleared customs in one country, they can be shipped to other
countries in the same customs union without further tariffs being
imposed. 

Members of a customs union cannot sign individual trade agreements
with other countries.

There are 15 customs unions worldwide, including the EU Customs
Union, the EU-Turkey Customs Union, the South African Customs Union
and the Central American Common Market.

The EU Customs Union is a customs union which comprises all the EU
Member States, Monaco and some parts of the United Kingdom which
are not part of the EU (for example Guernsey, Jersey and Isle of Man.  
The EU, through separate agreements is in separate customs unions with
Turkey, San Marino and Andorra.  These countries are not members of 
the EU.

For the remainder of this report, we will use the EU Customs Union as an
example when discussing customs unions. 

THE TRADING LANDSCAPE AFTER BREXIT
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EX
AM

PL
E Iceland is a member of the Single Market but not the EU while 

Turkey is outside the EU Single Market but, as noted above, is 
in a customs union with the EU.

What is the difference between the EU Customs Union and the Single
Market?
The EU Customs Union generally only covers free trade in goods, while
the Single Market allows free movement of goods, people, services and
money.  Some countries outside the EU are in the Single Market. 

1.2  Trading with another country under a free trade 
    agreement

The objective of free trade agreements is to increase trade of goods and
services with parties to that agreement. Free trade agreements can mean
that customs duties on imports are either zero or minimal.   However
free-trade areas always and necessarily involve border checks.

Countries under a free trade agreement do need to operate a degree of
customs controls at internal borders in order to ensure that goods do
originate from the free trade agreement member and are therefore
entitled to customs free trade. Parties to a free trade agreement are also
free to make their own trade deals with other countries.  

Each free trade agreement has its own Rules of Origin that describe how
exported goods shipped to a country qualify for reduced duties under the
free trade agreement.  

Therefore even if a product originates from the country party to the free
trade agreement, verification that the product was sent from the
“originating” country and arrived to the EU without being manipulated in
another country is needed.  Operations that are needed for keeping the
product in good condition are not classified as being manipulated.

     

1.3  Imposition of tariffs and non-trade barriers when 
    trading outside the Customs Union and Single Market

For countries trading outside of the EU Customs Union and Single Market,
and where a free trade agreement is not in place, trade will operate under
World Trade Organisation (WTO) rules. This means that tariffs could apply
to some imported goods.  Tariff is the term used to describe a customs
duty levied on goods for protective purposes. It is important to note that
while the rates of tariffs can vary significantly depending on the nature of
the goods being imported, tariffs can be zero for some goods.  

Throughout this report the terms tariffs and customs duties will be used
interchangeably.  In addition to tariffs, trade that operates under WTO
rules could also result in increased customs administration and potential
delays at ports.  These issues will be discussed in more detail in Section 3
of the report. 

EX
AM

PL
E In September last year, the EU and Canada reached agreement on

free trade under an agreement entitled Comprehensive Economic and
Trade Agreement (CETA).  It’s estimated that this agreement will save
EU businesses €590 million a year which is the amount they pay in
tariffs on goods exported to Canada.  Some features of the
agreement are as follows:
• CETA removes duties on 98 % of products that the EU trades 

with Canada 
• Canadian goods entering the EU market will have to comply with 

all EU standards and vice versa
• New market access is created in certain sectors as well as better 

mutual recognition of professional qualifications 
• The level of public procurement contracts will increase. 

The agreement entered into force  provisionally on 21 September
2017.
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Under WTO rules, EU countries would have to treat the UK in the same 
way that they treat all other WTO members in that position, such as 
USA or Russia.  This means that EU tariffs would have to apply to 
imports from the UK.  Ireland would apply the EU tariffs to imports 
from the UK.  If there is no free trade agreement in place, it would 
be against the WTO’s principles for the EU not to place tariffs on UK 
imports after Brexit.

Similarly, the UK would have to apply the same WTO tariffs to all 
countries that it trades with (including the EU) where trade is 
operating under WTO rules.  

What is the World Trade Organisation?
The WTO is a forum for governments to negotiate trade agreements in
order to liberalise trade and settle trade disputes.  The WTO currently has
164 members which between them are responsible for 95 % of world
trade.  The EU is a member of the WTO and Ireland and the UK have both
been members since the WTO was founded on 1 January 1995.  Other
WTO members include Australia, Brazil, Chile, China, Egypt and Hong
Kong. WTO agreements, which cover goods, services and intellectual
property, are contracts, binding governments to keep their trade policies
within agreed limits.  A key principle of the WTO is that countries do not
discriminate against one another when it comes to trade.  

Status of the UK post Brexit
The UK is a member of the WTO in its own right, having co-founded the
General Agreement on Tariffs and Trade (GATT), the WTO’s predecessor,
with 22 other countries in 1948. Therefore, the UK does not have to
reapply to join the WTO once it leaves the EU.

What are WTO schedules?
WTO obligations, known as “schedules” are the starting point for
participating in international trade networks and map out a country’s
tariff and subsidy regimes.  The schedules comprise of some 22,500 pages
listing individual countries’ commitments on specific categories of goods
and services along with quotas and limits on subsidies.  

When members join the WTO, they commit to keep their tariffs beneath a
“bound” level, and this is specified in their schedules. However the tariffs
they actually apply can be much lower than these bound rates.
At present the UK operates in the WTO under the EU’s set of schedules.
Once it leaves the EU, the UK will have to prepare its own set of schedules
for trade under WTO rules which would then need to be agreed by other
WTO members.

How does the WTO tariff system work?
Tariffs are duties applied as a % of value or per unit of quantity or weight.
In some instances, the two methods are combined, for example a tariff on
12.8% of the value plus a fixed amount per kg.  Tariffs are payable by the
importer. 

What is the Tariff coding system?
Data on WTO members' tariffs come in two types:
• Bound rates which are the ceiling or the highest rates that can apply 

to goods and are listed in members’ schedules 
• Applied rates which are the rates members currently charge, which 

can be lower than the bound rates in certain instances.

The average tariff applied by WTO members is 9%, while the average
bound rate is 39%. 

WTO tariff databases, found on the WTO website, contain both bound
and applied rates. The WTO website allows users to search for customs
rates.  Products in the databases are identified using the World Customs
Organization’s internationally agreed Harmonized System.

The Tariff Analysis Online system is the more detailed system and allows
users to look up current tariffs as well as quotas and countries
commitments on agricultural subsidies. 

The Tariff Download facility is easier to use.  The data on tariffs and
import statistics are available in up to six digits of the Harmonized
System codes, which are standard for all countries.
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EX
AM

PL
E For example the four-digit code 0403 is a group of products derived

from milk. At six digits, 0403.10 is the sub-heading for yoghurt; at the
eight digit level, 0403.10.11 this could be low-fat yoghurt tariff line.  

In order to correctly classify products and apply the correct tariff rate, all
trade products are coded.  The broadest categories of products are
identified by two-digit chapters e.g. 04 is dairy products, eggs and other
edible animal products.  These are then sub-divided by adding more digits
– the higher the number of digits, the more detailed the categories.

The codes are standard for all countries up to the first 6 digits and this is
the most detailed level that can be compared internationally. This is used
in the Tariff Download Facility.  Beyond six digits, countries are free to use
their own definitions according to their individual requirements, and this
information is reflected in the new Tariff Analysis Online.

In summary, tariff information can be found as follows: 
• For standardized tariff information at Harmonised System six-digit 

level go to the WTO Tariff Download Facility. 
• To see a country’s tariffs in detail or to compile analytical reports 

go to Tariff Analysis Online 
• Links to specific country information are available on each WTO 

member country’s information page on the WTO website. To reach 
these, go to the list of members and click a country’s name.

Both Tariff Analysis Online and the Tariff Download Facility allow data to
be downloaded in Microsoft Excel spreadsheets and other formats.

What level of tariffs could apply on trade under WTO rules?
As an example, if the UK adopted the EU’s schedules, the following are
the tariffs that would typically apply on imports into the EU from the UK
and on imports into the UK from the EU:

• Solid fuel – 0%
• Electrical machinery and equipment – average 1-3%
• Live horses – 11.5%
• Frozen offal of sheep, goats, horses – 6.4%
• Certain fresh or chilled freshwater fish – 22% (most fish attract 

tariffs of 2% to 22%)
• Natural honey – 17.3%
• Animal fats 3% – 12%
• Fruit – can be up to approximately 26%
• Chairs – 0%
• Motor vehicles – 10%

Most favoured nation principle
Under WTO rules, each member must generally grant the same ‘most
favoured nation’ (MFN) market access, including charging the same
tariffs, to all other WTO members.  There can be no discrimination among
members.  The MFN principle applies to trade in goods, services and some
intellectual property.  

EX
AM

PL
E Chile, Columbia and Peru are WTO Members.  The MFN principle

would prohibit Chile's customs authorities from levying a customs
duty of 10 % for imported watches originating in Columbia, while
levying a lower customs duty of 5 % for imported watches originating
in Peru.  The MFN principle requires that the WTO favourable
treatment (5 %) be granted automatically and unconditionally to
imported watches originating from all WTO members.  
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What are non-tariff barriers?
One of the biggest barriers to trade, aside from tariffs, are quotas.  Quotas
put a restriction on the amount of goods imported by a WTO member.
Quotas are in place to regulate the volume of trade between countries
and must be imposed on a non-discriminatory basis.  In other words, the
WTO country imposing the quotas is not allowed to favour any country
over another.  

When imposed, quotas should not distort ordinary trade flows. Therefore
quotas should be applied equally to goods from all origins and their
allocations should correspond as closely as possible to the expected
market shares that would have existed in the absence of quotas.
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2
SECTION

In this section, you will find an overview of the EU’s customs
regime and how it operates. The section also discusses how
customs duties are calculated and how customs
declarations are made when trading with the EU.  We also
examine the VAT implications of trade of this nature. 

2.1   Overview of the EU customs regime

The EU customs regime applies to trade with countries outside of the EU
Customs Union and countries trading with the EU who are not in a
customs union with the EU or where a free trading agreement is not in
place. These countries are referred to in this report as third countries. 
Being inside a customs union with the EU means that customs duties no
longer apply to trade within it.  However for trade with third countries,
there is a uniform system of customs duties on imports.   

Duty on goods from third countries is usually paid when the goods first
enter the EU and after that there is generally nothing more to pay and no
further checks if goods move across the EU.  Import charges can comprise
of Customs Duty, Excise Duty and VAT.  Anti-Dumping Duty and
Countervailing Duty can also be imposed.

Anti-Dumping Duty provides protection to the EU against the dumping of
goods from non-EU countries at prices that are substantially lower than
the normal commercial value.  It is normally charged as a % of the value of
the goods plus shipping, packaging and insurance. 

Countervailing Duty is similar to Anti-Dumping Duty, but is levied when
government subsidies in the country of origin or export are deemed to
have resulted in goods being imported into the EU at prices substantially
lower than the normal commercial value. It is also charged as a % of the
value of the goods plus shipping, packaging and insurance. 

In the context of Brexit, if the UK leaves the EU Customs Union, there are
likely to be customs checks between the EU and UK as a third country.
There may be a need for customs checkpoints and an IT infrastructure
associated with customs payments and declarations at the point of
import and export. 

This section examines the principles of the EU customs regime ranging
from how to declare goods imported from third countries for customs
purposes to paying customs duties. 

2.2   Making customs declarations

Goods leaving the EU to go to a third country are required to be placed
under the export procedure.  This means that an electronic declaration
must be filed (within a specified time limit) by the exporter and outline
the nature of the goods, destination, value etc. This is also for safety and
security purposes.  Goods to be exported may need to be presented to the
customs office of exit and may be subject to an examination. This may
involve queues of lorries waiting to be inspected.  It is not envisaged that
every lorry will need to be checked and businesses that have Authorised
Economic Operator (AEO) status (see below) may benefit from simplified
customs procedures.  Once the goods are cleared by customs, they should
be then free to leave the EU.  

For goods imported from third countries, the importer of the goods or a
customs agent generally lodges a customs declaration with the customs
office where the goods will be presented.  This is done prior to the arrival
of the goods in order to speed up the clearance process. 

The declaration can be made on a Single Administrative Document (SAD)
which is filed electronically (using the dedicated online system used by
the relevant country’s customs authority) or in writing.  For travellers and
non-traders, these declarations can be made orally. 

What is a SAD?
The SAD form was developed by the EU and shows details of the exporter
and the importer, the country of export, origin and destination, the value
of the goods and currency, the mode of transport of the goods and the
weight of the goods among other details.  It is used by EU Member States
and each country’s version is harmonised with other EU Member States.

EU CUSTOMS AND VAT FRAMEWORKS
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The SAD was introduced to control goods arriving from outside the EU
and goods being exported outside of the EU.  The SAD is not used for
trade within the EU Single Market. The SAD also covers the movement of
non-EU goods within the EU.

The aim of the SAD is to encourage openness in national administrative
requirements as well as standardising and harmonising data to reduce
the administrative burden on traders. 

In addition to detailing what the goods are and the movement pattern of
the goods, two of the most important pieces of information required in
the SAD electronic customs declaration are the Commodity Code and the
Customs Procedure Code.  

A Commodity Code for imports is a ten-digit number which equates to
the description of the goods being imported and determines the rate of
customs duties applicable. Information on Commodity Codes can be
obtained by accessing an EU database called TARIC.  The importer is
responsible for correctly classifying their goods on import and export.
The Customs Procedure Code describes the procedure and/or regime
under which the goods are to be placed.  For example the regime can
include removal from a customs warehouse or entry into a free zone.

EORI – Economic Operators Registration and Identification number
Any economic operator established in or outside the EU needs to have an
EORI number.  An EORI number is required to lodge electronic customs
declarations and to apply for Authorised Economic Operator (AEO) status.
Details of how a business can obtain an EORI number can be found on
gov.uk and Revenue.ie.

Authorised Economic Operator status
Authorised Economic Operator (AEO) status (also known as a trusted
trader) is a certified authorisation issued by customs administrations in
the EU for traders involved in customs declarations.  It is an internation-
ally recognised quality mark that allows a trader to be recognised
worldwide as a safe, secure and compliant trader in international trade.  

It also indicates that a trader’s customs controls and procedures are
efficient and compliant. There are generally three types of status. Traders
authorised for customs simplification (an AEOC), traders authorised for
security and safety (AEOS) or a combination of the two. The AEO status
granted by one Member State is recognised by the customs authorities in
all Member States.

AEO is not mandatory but it does give faster access to certain simplified
customs procedures and in some cases, shipments can be fast-tracked
through customs procedures. According to the European Commission,
other benefits which apply to AEOC and AEOS are:

• Priority treatment if selected for checks 
• Possibility to request a specific place for customs controls 
• Lower inspection costs
• Reduced theft and losses
• Fewer delayed shipments
• Improved planning
• Improved customer service. 

Any trader established in the EU who is part of an international supply
chain and is involved in customs activities can apply to their country’s
customs authority for AEO status. For example, manufacturers, exporters,
warehouse operators, clearance agents, importers or freight forwarders
can all apply for AEO status. They just need an EORI number to do so.  The
conditions for AEO status apply to all businesses regardless of size. 

Traders require AEO status if they wish to qualify for, among other things,
moving goods in temporary storage between different Member States
without attracting multiple customs charges. 

The EU AEO database allows anyone to check who holds an AEO status,
what type it is, and the date and country of issue.  AEOs are entitled to
use the AEO logo as long as they have a valid AEO status. The logo is
provided by the issuing Customs Authority (the Revenue Commissioners
in the case of Irish applicants and HMRC for UK applicants).
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The EU has concluded and implemented mutual recognition of AEO
programmes with Norway, Switzerland, Japan, Andorra, the United States
and China.  This means that the two customs administrations agree to
recognise the AEO authorisation issued and provide reciprocal benefits.
When the UK leaves the EU, UK traders may lose EU AEO status unless
mutual recognition of the EU and UK schemes is achieved.   

Further information on obtaining AEO status can be found on gov.uk and
Revenue.ie

2.3   What documents need to accompany an import 
     declaration? 

When an importer submits the SAD declaration electronically, they must
retain accompanying documents for customs inspection/audit for a
number of years from the end of the year in which the goods are released
from the customs authority’s control.  In Ireland this period is three years
while in the UK customs documentation must be retained for four years.
Documentation can be printed or accessed online. 

Examples of supporting information required are: 
• the invoice on which the customs value of the goods is declared
• documents required for preferential trade agreements or other reliefs 

from duty 
• import licences or other documents required under provisions 

governing the release for free circulation of the goods. 

2.4  How are charges calculated? 

Customs Duty is normally calculated as a % of the value or per unit of
quantity or weight of the goods being imported.  The % varies depending
on the type of goods and the country of origin. 

Customs Duty is charged on the price paid for the goods including local
sales taxes (VAT equivalent) plus shipping, packaging and any insurance
costs.

Excise Duty is charged on alcohol, tobacco and oil products and is in
addition to Customs Duty. 

VAT is charged at the point of importation at the same rate that applies to
similar goods sold in the importing country. The value of the goods for the
purpose of calculating the amount of VAT payable at import is their value
for customs purposes, described above, increased by the amount of any
duty or other tax (but not including VAT). 

An example of how Customs Duties are applied in Ireland to imports from
outside the EU is illustrated below. 

An example of how Customs Duties are applied in the UK to imports from
outside the EU is also illustrated using the same figures as in the previous
example.

Goods           Invoice     Shipping          Value         Customs         Value              VAT            Total          Total
Imported        Price            and                  for                Duty            for VAT               %            Charge         Cost
                                          Insurance      Customs             %             Purposes                                    
                                                                   Purposes
                            
Digital               €600              €66                  €666                 0%                 €666                23%          €153.18      €819.18
Cameras                                                                                          0                                          €153.18              

Adult                 €900            €112               €1,012              17%           €1,184.04            23%          €444.37    €1,456.36
Footwear                                                                                  €172.04                                   €272.33              

Goods           Invoice     Shipping          Value         Customs         Value              VAT            Total          Total
Imported        Price            and                  for                Duty            for VAT               %            Charge         Cost
                                          Insurance      Customs             %             Purposes                                    
                                                                   Purposes
                            
Digital               £600              £66                  £666                 0%                 £666                20%          £113.20      £799.20
Cameras                                                                                          0                                          £113.20              

Adult                 £900            £112               £1,012              17%           £1,184.04            20%          £408.85    £1,420.85
Footwear                                                                                  £172.04                                   £236.81              
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How are the charges paid? 
Once an electronic customs declaration has been lodged and accepted by
the relevant tax authorities, payment must be secured before the
imported goods are released. Some payments must be made upfront
online and other traders are in a deferred payment scheme.  

Under a deferred payment scheme, a trader generally enters into an
agreement with the tax authorities to delay paying charges for a certain
period of time (e.g. a month).  This means that the trader does not have to
pay every time goods need to be cleared.  Generally a trader will be given
an identification number which it will insert into the import entry
documentation (e.g. the SAD).  Charges for a certain period of time (e.g.
one month) are paid as a single payment on a prescribed day using direct
debit or another approved method.  In order to use this method, a
guarantee (for an agreed amount) in the form of a bank or insurance
company guarantee is required because EU law requires that all customs
debts incurred when goods are cleared must be secured if they are not
being paid at the same time. 

2.5  Accounting for VAT – cash flow impact

Currently for traders registered for VAT in the UK or Ireland, goods
brought into the UK or Ireland from the EU are known as acquisitions.
VAT is accounted for by the importer on their VAT return. As noted in
section 2.4, generally VAT is accounted for at the same rate that would
have been paid if purchased from an Irish or UK supplier.  This VAT can
normally be reclaimed if the acquisitions relate to taxable supplies made. 
Goods brought into Ireland or the UK by VAT registered traders from
outside of the EU are known as imports. 

For imports from outside the EU into the EU, importers must pay the VAT
to the relevant tax authorities at the time when the customs duties are
paid rather than declare it at the time of filing their VAT returns.  
As noted already, this position differs when businesses acquire goods
within the EU.  In these circumstances acquisition VAT must be accounted

for in the next VAT return rather than being payable upfront, so conferring
a cash flow advantage.  This will be a big change for some importers in
terms of cash flow as well as administration. 

VAT isn't charged on exports to a country outside the EU.  Exporters can
apply a zero rate of VAT to the sale, provided evidence of the export is
obtained and kept, and all other laws are complied with.  Exports outside
the EU require additional export documentation but do not require EU
Intrastat returns to be completed. 

2.6  Warehousing

A customs warehouse allows traders to store goods with customs duty or
import VAT payments suspended.  Once goods leave the warehouse, duty
must be paid unless the goods are re-exported or moved to another
customs procedure. 

Goods can be stored in a customs warehouse if they’re dutiable goods
from outside the EU or moved from another EU country under duty
suspension.  (See section 4 for more details). 

Goods can also be put into a customs warehouse if the final destination
of the goods is unknown when the goods come into the EU or paperwork
accompanying the goods has been delayed. 

In order to operate a customs warehouse (either publicly or privately), the
operator must be authorised by the customs authority in the country
where the warehouse is located. 

Traders can have goods enter into a customs warehouse:
• directly from import
• after inward processing (goods can be imported free from duty into the 

EU Customs territory for processing and subsequent exportation 
outside the EU Customs territory)

• after repayment of import duty has been approved on rejected imports
• after temporary admission.
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2.7  Other measures to consider 

Postal imports of commercial goods
Generally when commercial goods are imported into Ireland or the UK
from a country outside of the EU, import charges such as Customs Duty,
Excise Duty and VAT apply. However, currently in Ireland and the UK, you
can import consignments of small value goods without payment of
customs duty and VAT. The relief, known as “low value consignment
relief” applies to goods but does not include consignments of tobacco,
tobacco products, alcohol products, perfumes or toilet waters. 

In Ireland, you can import consignments of a value of €150 or less (which
excludes insurance and freight costs) from outside the EU without
payment of customs duty and import goods of a value (including
insurance, freight and postage costs) of €22 or less without payment 
of VAT. 

In the UK, imported goods with a value of  less than £15 will not be
assessed for VAT unless they originate from the Channel Islands. For
customs duty the value must not exceed £135.

Goods sent via post are generally marked 'Negligible value' to illustrate
that the relief applies. The value and type of the goods should be stated.
It is anticipated that the low value consignment relief regime will be
abolished throughout the EU, probably in 2022. In practice, this will cease
to exist for UK businesses after Brexit, although probably not until 1
January 2021. From this date, UK businesses will need to treat any postal
imports from the EU in the same way as postal imports and exports from
countries outside the EU are treated.

Further information on postal imports can be found at hmrc.gov.uk and
Revenue.ie 

EC Sales Lists
EC Sales Lists were introduced as an anti-fraud measure to collect data on
the sales of goods between EU Member States when formal import and
export procedures were abolished with the creation of the single market
on 1 January 1993.  They were extended to include sales of services with
effect from 1 January 2010.

If formal import and export declarations are to be re-imposed after Brexit,
or any transitional period, it is likely that the requirement to complete EC
Sales Lists for sales from the UK to customers in the remaining EU
Member States will be abolished.  Sales from Ireland to customers in the
EU would continue to be reported as normal.

Intrastat
Intrastat was introduced to collect data on the movement of goods
between EU Member States when formal import and export procedures
were abolished with the creation of the Single Market on 1 January 1993.

If formal import and export declarations are to be re-imposed after Brexit,
or any transitional period, again it is likely that the requirement to
complete Intrastat returns for the movement of goods to and from the
UK will be abolished. Intrastat obligations will continue to have to be met
for movements of goods to and from Ireland.

If sales lists and Intrastat Returns are to be abolished by the UK on foot of
Brexit, then this will most likely take effect from 1 January 2021.  
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3
SECTION

Section 2 has shown us that, unless a new free trade
agreement is reached, the trading landscape for Irish and
UK traders is likely to differ greatly if the UK does not
remain part of the EU Customs Union.  In addition to new
customs obligations, movement of labour, border concerns
and currency fluctuations will all affect supply chains.  In
this section, we look at possible supply chain management
issues after Brexit.

3.1  Trade tariffs: Thinking through the supply chain steps

There are many processes involved in the production and distribution of a
product and these processes make up the supply chain. 

Many businesses manufacture products that are made up of various
components which are sourced from both the UK and the EU.  This could
mean multiple border crossings where parts are brought together to
produce the final product.  The introduction of any customs checks and
duties at borders could make this practice time consuming and costly. 

Most businesses with international supply chains and an international
customer base will therefore potentially be faced with delays and costs in
the movement of their goods.  This could result in businesses having to
make changes to their supply chains.  

Familiar transit routes may not be as convenient or as accessible as they
were before Brexit and traders may need to alter or establish new transit
routes in order to remain competitive.  

Companies should examine in detail their entire supply chain operation
from start to end.  For example, businesses will need to establish how and
when goods move in and out of the UK and the EU and examine the
points in the supply chain which may cause difficulties after Brexit.  

Traders need to assess the road and seaport infrastructure and carry out
cost and time comparisons between various transit routes.  Traders may
need to switch from road to direct shipping routes (meaning the cargo

will go directly from the factory to the customer without first stopping at
a warehouse or facility operated by the seller) and the ability of
infrastructure to cope with this will need to be established.  Traders may
look to establish alternative routes to transiting through the UK. 
The impact of trade barriers on profitability and price setting policies
should also be examined in detail.  Businesses need to establish whether
they can absorb the additional costs of customs duties or whether they
can be passed onto customers in the product price. 

3.2  Lead times

Product lead time is the amount of time that elapses between when 
a process to make a product starts and completes. Additional customs
checks or different transit routes may result in longer product lead times. 
Traders will need to work out the product lead times for each product 
in an after-Brexit scenario and if required may need to alter some
components of their supply chain.  This may involve sourcing other
component suppliers or taking a different transport route, or even
changing the product. 

New compliance requirements may also increase product lead times.  
For example, products with a shelf life (e.g. perishable foods) only have 
a certain amount of time to get from production to the shelf and any
delays at borders could have a big impact for traders.   

SUPPLY-CHAIN CHALLENGES FACING UK AND IRISH BUSINESSES
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Other traders who source product components from the UK for
manufacture in the EU may consider increasing the size of their storage
facilities so that they can make fewer trips cross-border to deliver
components.   Traders could also look for ways to eliminate unnecessary
steps in the production process where possible, such as avoiding moving
parts from the UK to the EU when the processes done in the EU could be
completed in the UK instead.  

Businesses will also need to monitor their stock levels carefully,
particularly those who operate a Just-in -Time operating model.  Any
delays at borders could affect this model, resulting in low stock levels or
delays in the production process. 

The capacity of a business to deal with product lead time disruption
needs to be examined and a cost analysis carried out. 

3.3  Legal implications of new supply chains 

In addition to being a customs free zone, the EU also harmonises certain
standards in safety, certification and specification.  Any country outside
the EU has to comply with EU agreed standards if they are trading with
the EU. 

Post-Brexit the UK may be able to introduce its own standards and
therefore countries trading with the UK may have to comply with
different product requirements around efficiency, safety, testing and
quality among other matters.   This is discussed in more detail in Section
5.3.

New standard compliance requirements are likely to give rise to increased
product lead times with the possibility of delays and more complexities in
supply chains.

3.4  Technology at the border and other considerations 

Technology at the border 
While there haven’t been solid proposals on how technology could be
used to manage future customs borders, technologies such as automatic
number plate recognition, barcode scanning, enhanced driver’s licenses
and the use of smartphone applications have been suggested.  The aim
would be to minimise paper work and time delays and reduce or
eliminate the need for consignments to stop to undergo checks. 
Some jurisdictions already use electronic sensing devices to monitor
cargo and track journeys for customs purposes.  

Smart seals on consignments can register changes in temperature and
brightness of light (e.g. when doors are opened during a transport) so the
customs authorities can detect if a load has been tampered with.
Agreement would also be needed for the sharing of data and facilities
between the customs authorities in UK and Ireland. 

Driving time
Companies may need to consider changes to current logistics patterns to
optimise driving time for transporting goods.  The EU has common rules
for maximum daily driving times as well as daily minimum rest periods
for certain classes of drivers: extra customs checks may require a change
to current timetabling and planning.  The UK may introduce similar rules. 

Training for drivers
Many drivers across the UK and Ireland may have minimal experience and
education on customs clearance processes.  To ensure customs clearance
is as frictionless as possible, drivers should receive comprehensive
training. 

Guidelines on import and export documents
As the documents required for customs clearance procedures may vary,
clear guidance from the customs authorities is needed in order for traders
to understand the customs implications for their business model after
Brexit.

17



Training for customs clearance experts
Staff members will have to be trained to carry out customs clearance
procedures for the post-Brexit volume. Companies may have existing
expertise in house but many companies will have to deal with customs
obligations for the first time so may need to train personnel within the
company. Others may obtain the services of a customs agent. 

IT systems 
Traders will need to ensure their IT system is able to handle an increasing
number of customs declarations.  The IT system will also need to be
updated to reflect new transit routes.  

3.5  Customs: Impact on profitability

Customs and other import duties do affect the cost of doing business
internationally.  Customs duties increase the total cost of products and
largely cannot be recovered once paid.  

The addition of customs duties means that products will become more
expensive for importers and they may look to source cheaper products
from other suppliers.  

For example, an Irish importer of UK goods may pay £1,000 for lead
piping before Brexit but after Brexit, this price could raise to £1,100 due to
the application of import duties.  A 10 % increase in the cost base for an
importer may not be sustainable and the importer may look to source the
product from another country.  Similarly the exporter from the UK may
not be able to afford to adjust the price of the exports to account for this
added cost and may lose trade.  This also puts a strain on cash flow. 

Customs duties directly hit profit so any efficiencies or savings in duties
can improve profitability. Traders should make themselves aware of any
reliefs and simplifications (such as the AEO status discussed in section 2.2
and deferred payment methods discussed in section 2.4) in order to
reduce costs.  Business need to start getting to know the processes and
data requirements now in order to smoothly transition through the Brexit
changes. 
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4
SECTION

This section examines the unique issues for businesses on
the island of Ireland given its shared land border with the
UK and also examines transit procedures which may
simplify customs arrangements.  

4.1  Trading borders

The island of Ireland is faced with a unique challenge given that the
Republic of Ireland shares a land border with the UK.   The supply chain
issues discussed in section 3 will be particularly evident for trade between
the two countries and traders need to be particularly aware of their
effects. 

In terms of trade between Ireland and the UK, Ireland buys more goods
from the UK than the UK buys from Ireland and the composition of this
trade shows how critical customs issues are.   

According to statistics released by the Central Statistics Office in Ireland,
in 2016 Ireland exported €116.9bn of goods and €15.1bn (12.9%) of these
goods went to the UK. The top 3 categories of goods exported to the UK
in 2016 were: 
• Meat & meat preparations 
• Medical & pharmaceutical products 
• Organic chemicals 

Imports of goods amounted to €69.6bn in 2016 and almost €16.6bn
(23.9%) of these imported goods arrived from the UK. 

The top 3 categories of goods imported from the UK in 2016 were: 
• Petroleum, petroleum products & related materials 
• Gas, natural & manufactured 
• Miscellaneous manufactured articles 

One sixth of Ireland’s imports from the UK are made up of energy
products and around 40% of the agri-food that Ireland imports come
from the UK, while 39% of Ireland’s agri-food exports go to the UK.

In terms of trade on the island of Ireland, the extent of cross-border trade
in goods and services between Northern Ireland and Ireland is dispropor-
tionate in terms of Northern Ireland’s size and population.  While the
population of Northern Ireland is less than 3 % of the population of the
UK as a whole, exports from Ireland to Northern Ireland amount to 13 %
of the total exports from Ireland to the UK and imports from Northern
Ireland to Ireland are around 6 % of the total from the UK. 

The EU already has many land frontiers with third countries and the
affected Member States have established customs procedures already in
place.  On the island of Ireland, there is a lack of actual physical border
markings and signs to indicate that you are entering a different
jurisdiction and the border stretches some 499km (310 miles).  It’s
estimated that there are approximately 30 million vehicle crossings
annually on the main routes between Northern Ireland and the Republic
of Ireland each year. 

The above numbers show that customs issues will be a particularly
pressing issue for the island of Ireland.  

For goods to enter Ireland from the UK and to leave Ireland for the UK,
customs procedures described in section 2 will have to be carried out for
exporters and importers.  Many small traders in Ireland who only trade
with the UK will be facing customs administration for the first time. This
will increase the administrative burden on these traders substantially.  
A number of designated and resourced crossings will be required on the
island of Ireland to enable legitimate trade to flow and also to meet
Ireland’s obligations under EU law.  For example, in the agri-food sector,
consignments of live animals and products of animal origin being
brought into the EU can only be imported at an approved border
inspection post.  Goods of this nature can only be released once they have
been cleared by customs authorities.   

Cooperation will be required between HMRC and Revenue to facilitate
these controls in terms of physical manpower at the land borders and
ports and also in the alignment of IT systems.  

TRADING ON THE ISLAND OF IRELAND

19



4.2  Goods transiting through the UK from Ireland  

A significant proportion of Ireland’s road freight to the EU is transported
through mainland UK.   At the moment, lorries originating from Ireland
roll on and roll off ferries in the UK with few formal checks.  

If the UK leaves the EU Customs Union and the Single Market all goods
that transit to the EU via the UK will be subject to border control and
customs checks.  As it currently stands, the Irish lorries would have to go
through customs checks twice; once when entering the UK and for a
second time when entering the EU.  

The extra time this takes could create problems. Take the example of
mushrooms, a fresh perishable food. If lorries are stopped and checked
twice for customs purposes, the delay in getting the mushrooms from the
grower to the shelves could result in the mushrooms becoming
unsaleable.  

Separately, many businesses on the island of Ireland operate depots both
north and south of the border. Cross-border inter-group purchases are a
daily occurrence and often these might be small in value but frequent in
number.   A hard border on the island of Ireland would make this
purchasing model difficult and is likely to cause delays and upset in
supply chains. This could lead to less frequent deliveries of components
and longer production times. 

Transit procedures would need to be put in place in order to avoid this
type of disruption.   

4.3  Transit procedures 

The Transit Procedure facilitates the movement of goods through the EU
or a third country, by temporarily suspending duties and other charges on
imported goods until they reach their final destination. This procedure
may be useful for road freight that transits from the UK through the EU to
Asia or from Ireland through the UK to mainland EU.

There are three types of Transit: 
1. Union Transit, where the transit operation only covers the movement of

goods within Union (EU) territory (and Andorra and San Marino). 
2. Common Transit includes the movement of goods between the Union 

and one or more of the common transit countries and between the 
common transit countries themselves. We will discuss the common 
transit countries in more detail below.

3. TIR (Transports Internationaux Routiers) where the movement includes 
movement over Union territory and one or more third countries which 
are party to the TIR Convention 1975.

The Common Transit Area
Common transit is an EU customs procedure that allows goods to move
between the EU and the common transit countries or between the
common transit countries themselves with duty being paid in the country
of final destination.

The common transit countries are Switzerland, Norway, Iceland and
Lichtenstein (the EFTA countries), Turkey, Macedonia and Serbia.

Each Member State and common transit country has designated customs
offices. Import charges on goods that move under the common transit
convention are suspended and collected at the customs office of
destination in the Member State and not at the external frontier.  This
means multiple customs charges do not arise. 

In order to avail of the benefits of the common transit area, declarations
under the common transit system must be made electronically at the
place of departure, using the New Computerised Transit System (NCTS)
which is used by all common transit countries. 

A Transit Accompanying Document known as a TAD must accompany the
goods during transit and be presented along with the goods at an office
of transit or at the office of destination. The movement of goods under
common transit ends when the goods and the TAD are presented at the
approved office of destination.  
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The UK would need to become a common transit country for this
procedure to continue.  It is important to note that while the discussion
above was specific to Ireland, the UK will also be affected by the above
measures on its trade with the EU. 

EX
AM

PL
E Many Irish goods going by sea to Asia will first transit through the

ports of the UK, Rotterdam or Antwerp.  EU customs rules will
demand a guarantee to cover any possible claims for duties in the
event the goods are not exported from the EU.  Established traders
such as shipping companies and airlines can get approval for
simplified transit procedures and there is no need for a guarantee in
these instances. 

Northern Ireland traders will also transit through Dublin to get to the
EU and in some instances to get to mainland UK. 
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5
SECTION

This section discusses the practical side of the new trading
landscape after Brexit.  It discusses how businesses need to
increase their customs knowledge and the regulatory side
of these changes. 

5.1  The business costs of administering customs

Complying with customs regulations will help save businesses money by
minimising risks and reducing costs.  Many companies throughout the UK
and Ireland may not have experience of exporting or importing from
outside of the EU and may have a requirement to understand and apply
customs knowledge for the first time. 

Many will seek to pay a customs agent to take care of any customs
obligations that arise. This is worthwhile for traders who are exporting or
importing full containers regularly. 

For many exporters, they may need to transport small consignments and
these may be made up of a varying list of goods which all attract different
customs duties. This is not about volume. It’s about the frequency and
mix of exports and that’s what will drive customs costs.  Traders will need
to learn how to operate customs if they do not have a budget to use a
customs agent. 

5.2  Filling the customs ‘knowledge gap’

Customs is primarily a self-assessment form of taxation.  The application
of customs duties will work best where adequate information and tools
are provided by governments to allow traders, especially traders who are
unfamiliar with customs obligations, to meet the requirements of the EU
customs regime and associated obligations.

The tax authorities should provide clear information to traders on their
websites and other information channels. Customs agents also need to
be skilled in the appropriate procedures in order to help businesses. 

5.3  Adherence to quality control regulations 

In order to protect the consumer, legislation is required to ensure quality
control of many items including food safety and standards.  For example,
the vast majority of UK food regulations come from EU law.  While the UK
will not be required to follow EU law after Brexit, the UK will need its own
legislation (for example around food safety and standards) in order to
continue to protect the public. 

This may mirror EU law, which will mean that there should be no change
to current trading practices, but the UK may also choose to diverge from
EU law.   Any divergence will require traders to ensure that they are
trading under the correct legislation. Furthermore, while initially, UK law
may mirror EU law, divergences may take place over time resulting in the
requirement for continued learning and some traders may operate under
dual standards. 

Business will be required to review current business agreements and
processes and establish a gap assessment to establish what elements of
EU law remain and what will not (once known).  They will also need to
keep track of new or revised EU law until Brexit and review pending or
planned applications to the EU authorities and anticipate the time frame
for approval.

OTHER BARRIERS AFFECTING TRADE
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6
SECTION

6.1. The cross-border trader - The large food producer 

This business has a turnover of between €1 billion and €2 billion, with
plants in Northern Ireland, the UK and on mainland Europe.  It imports
and exports cross border between Ireland and the UK. 

In its view, the UK government will need to ensure that the UK continues
to be a food exporter and importer.  There is a risk that US suppliers may
offer cheaper food produce for UK consumers.  If that is the case the UK
could lose sight of the importance of the food industry to Northern
Ireland and UK producers.  

For the business itself, the biggest concern is the increased bureaucracy
that would be associated with their imports and exports.  The businesses
acknowledge that this will not be derived from customs obligations alone
but also from a requirement to comply with potentially conflicting food
standards.  They identify not just a gap in customs knowledge, but also a
lack of what they term “intelligence” with regard to the technology
required to administer tariffs/customs.

The existence of a customs border on the island of Ireland will slow down
their trade - trucks will take longer to move goods.  

As a significant food producer, they acknowledge the critical importance
of food safety and describe it as an understated issue in the Brexit debate
and not sufficiently highlighted (at least in the public domain) in Brexit
preparations.  They consider that the UK as an exporter of foodstuffs to
the EU could be at risk when it moves outside of the EU bloc.  They cite
previous experiences with BSE and Avian flu as critical precedents.  If
there is an outbreak of avian flu for example in a UK location where the
business has no operations, could the EU impose a ban on all potentially
affected meats sourced from within the UK?  

THE EFFECT OF BREXIT FROM A BUSINESS PERSPECTIVE

This section outlines three practical perspectives on the likely trading patterns in a post Brexit world. The information
contained in the case studies reflects real life examples from interactions with our members.  Many of the issues discussed
above are reflected in the case studies.
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6.2. The all-Ireland trader - The small engineering 
     component manufacturer and supplier

This business has operations in two cities in Ireland; depots in Cork and
Belfast.  

The Belfast operation serves the Irish locations and vice versa.  Its group
purchasing policy means that it routinely buys raw materials and parts in
either Northern Ireland or Ireland and transports them cross-border as
required.  This transport takes place by lorry twice per week so any delays
at a “hard” border would be costly to the business.

This business is very aware of the significance of the reintroduction of
customs controls and tariffs.  It cites as an example that one of its Irish
locations purchases all the aluminium for use by the group and stores it
until needed, whether North or South of the border.  The company
imports from the EU to Ireland through the UK and is aware of the
potential for a major customs impact there.

The company also carries out some limited import activity from sources
outside the EU.  This is estimated at only amounting to about 10
transactions out of a typical 1,000 transactions per month.  Its main
significance according to the company is that it has ensured that they
retain some expertise in handling customs issues and they feel this will
give them some advantage post Brexit.  

Since the Brexit referendum outcome became known the company has
seen a reduction in activity and the fluctuations in sterling have caused
issues for them.  Nevertheless they are hopeful that as time progresses,
some EU customers might start to choose their products delivered from
Ireland over products delivered from suppliers based in the UK, because
the customs and import regimes will be simpler.  
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6.3   Trading with the EU and transiting through the UK - 
     The consumer foods manufacturer  

This business is in the ready meals, cooked foods sector based in Northern
Ireland.  It transports its products to the Republic of Ireland and on to the
EU via the UK.  Border delays of even three to four hours would be
detrimental to this business as customers only accept the freshest of
foods.  In its view the future of the company will be dependent on a free
trade agreement being successfully negotiated between the EU and the
UK.  The business is not optimistic about this being achievable, as they
think a new trade agreement will take 8-10 years to complete and this
will lead to costly uncertainty.   While benefiting from current sterling
fluctuation, the scale of the tariffs faced by this business would destroy
this benefit very quickly.

Their single largest worry is with regard to situations where ready-made
meals are routed through the UK, both from and to the EU.  
This business also uses ferries to the UK and onwards to various EU
destinations.  They are now concerned about customs delays unless there
can be a sealed container agreement put in place to allow transit without
a double customs and compliance cost for goods in transit.

Alternatively many businesses will look to road transport to bring goods
to the Irish port of Rosslare and ship directly to mainland Europe.  They
acknowledge that this will increase transport costs, possibly to a degree
in excess of customs savings and the costs associated with freight delays.
Furthermore this direct manner of shipping will in many instances be
slower than using the UK as a transit destination.  They have experience
in customs controls as they do import and export outside of EU, and most
avail of the services of customs agents already.
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26,500 qualified members throughout the globe and 6,300 student
accountants. Our role is to educate, represent and support our
members.  Chartered Accountants Ireland was established as the
Institute of Chartered Accountants in Ireland by Royal Charter in
1888, and is an all-island Institute working in Northern Ireland and
the Republic of Ireland. Approximately 22 percent of our members
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Ireland.   The Chartered Accountants Ireland Brexit Action Group
coordinates extensive lobbying and public information activities to
help its members North and South of the border prepare for the
departure of the UK from the EU.

About The Institute of Chartered Accountants 
in England and Wales

There are over 1.7 million chartered accountants and students
around the world − talented, ethical and committed professionals
who use their expertise to ensure we have a successful and
sustainable future. Over 150,000 of these are ICAEW Chartered
Accountants. We train, develop and support each one of them so
that they have the knowledge and values to help build local and
global economies that are sustainable, accountable and fair. We’ve
been at the heart of the accountancy profession since we were
founded in 1880 to ensure trust in business. We share our
knowledge and insight with governments, regulators and business
leaders worldwide as we believe accountancy is a force for positive
economic change across the world.
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