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RECENT ENTRY INTO FORCE OF THE EUROPEAN 

UNION’S CUSTOMS CODE – WHAT DOES IT MEAN 

FOR BUSINESSES?  

Pablo QUILES1 

ABSTRACT 

The EU is the biggest import market in the world, with imports amounting to USD 5.2 trillion in 

2015. A recent change made by the EU in customs regulations might have an important effect on 

importers, which must be familiar with the changes implemented through the Union Customs Code 

to fully comply and benefit from the new rules. 

The UCC’s main changes affect the definition of transaction value and the removal of the “early sale 

rule,” the use of warehouses, the treatment of royalties, license fees and trademarks, and the 
different benefits and criteria applied to authorised economic operators. 

The European Union’s (EU) Union Customs Code (UCC), together with the UCC Delegated Act and 

UCC Implementing Act, is to be implemented as from 1 May 2016. With global exports to the EU 

amounting to over USD 5.2 trillion, the entry into force of the UCC comprises a significant number 

of changes of which all importers to the EU need to be aware of. Importers must be familiar with 

the changes implemented through the UCC to fully comply and benefit from the new rules. 

The UCC, approved by Regulation (EU) No 952/2013 of the European Parliament and the Council 

of 9 October 2013,2 is binding in its entirety and directly applicable in all Member States. It entered 

into force on 30 October 2013, although only some empowering provisions were applicable by 

then.3 The other provisions entered into force on 1 May 2016, with the entry into force of the UCC 

Delegated and Implementing Acts. 

The UCC is part of the modernisation of customs, and serves as the new framework regulation on 

the rules and procedures for customs throughout the EU. Specifically, the UCC intends to: 

• Streamline customs legislation and procedures across the EU; 

• Offer greater legal certainty and uniformity to businesses and increase clarity for customs 

officials; 

• Simplify customs rules and procedures to make customs transactions more efficient and 

modern; 

• Complete the shift to a paperless and fully electronic and interoperable customs 

environment; and 

• Introduce speedier customs procedures for compliant and trustworthy businesses.4 

                                                   
1 Pablo Quiles is a Trade Analyst at International Economics Ltd. 
2 OJ L269/1, 2013. 
3 See UCC’s Article 288. 
4 European Commission (2016), New EU rules for a simpler, faster and safer Customs Union come into force, Press release, 

Brussels, 29 April. 
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EXISTING CUSTOMS VALUATION METHODS 

In order to calculate the final customs 

duty due from the importation of a 

good, the country’s customs 
administration must determine the 

value of the imported good. 

Specifically, customs valuation 

becomes an issue where tariffs are 

applied on an ad valorem basis, i.e. 

where the duty rate is expressed as a 

percentage of the good’s value.  

The legal framework of the World 

Trade Organisation (WTO) provides 

for rules on customs valuation, in 

order to ensure that the value of the 

tariff concessions is not nullified or 

undermined. 5 

The Agreement on Customs Valuation 

establishes the concept of transaction 

value, defined as the price actually 

paid or payable for the goods,6 as the primary basis for customs value. Additionally, the 

Agreement’s Articles 2-7 define five alternative valuation methods, which should be applied in 

strictly sequential order, in the case that the transaction value cannot be used: transaction value 

of identical goods; transaction value of similar goods; deductive value; computed value; residual, 

or fallback method.  

                                                   
5 Van den Bossche, P. and Werner Zdouc (2013), The Law and Policy of the World Trade Organisation, 3rd Edition, Cambridge 

University Press, p. 457. 
6 Ib. 

The WTO rules on customs valuation are contained in Article 

VII of the General Agreement on Tariffs and Trade 1994 

(GATT 1994); the Note Ad Article VII; and the Agreement on 

the Implementation of Article VII of the GATT 1994 

(Agreement on Customs Valuation) 

GATT 1994 Article VII:2(a): 

The value for customs purposes of imported merchandise 

should be based on the actual value of the imported 

merchandise on which duty is assessed, or of like merchandise, 

and should not be based on the value of merchandise of 

national origin or on arbitrary or fictitious values. 

Agreement on Customs Valuation Article 1.1: 

The customs value of imported goods shall be the transaction 

value, that is the price actually paid or payable for the goods 

when sold for export to the country of importation adjusted in 

accordance with the provisions of Article 8. 

 

The fallback method is used by customs authorities when the customs value cannot be determined 

by none of the alternative valuation methods (Articles 1 through 6, inclusive). In this sense, Article 7 

of the Agreement on Customs Valuation, establishes that “the customs value shall be determined using 

reasonable means consistent with the principles and general provisions of this Agreement and of Article VII 

of GATT 1994 and on the basis of data available in the country of importation”. Additionally, it foresees 
that “[no] customs value shall be determined […] on the basis of: 

a) the selling price in the country of importation of goods produced in such country;  

b) a system which provides for the acceptance for customs purposes of the higher of two 

alternative values; 

c) the price of goods on the domestic market of the country of exportation; 

d) the cost of production other than computed values, which have been determined for identical 

or similar goods in accordance with the provisions of Article 6; 

e) the price of the goods for export to a country other than the country of importation; 

f) minimum customs values; or 

g) arbitrary or fictitious values.” 
 

BOX 2. The Fallback Method and Prohibited Customs Valuation Methods 

BOX 1. WTO Rules on Customs Valuation 
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REMOVAL OF EARLIER SALES RULE 

The “earlier sales rule” was the basis of the modernised Community Customs Code (CCC), UCC’s 
predecessor. According to this rule, if importers met certain requirements, they could use the 

value of an earlier sale in the supply chain as the customs value. 

Nevertheless, the UCC’s Implementing Act establishes a new definition of transaction value, stating 
that “[the] value of the goods sold for export to the customs territory of the Union shall be determined 

at the time of acceptance of the customs declaration on the basis of the sale occurring immediately 

before the goods were brought into that customs territory.”7  

Therefore, the UCC eliminates the “earlier sale rule,” exclusively allowing use of the value of the 
last sale, previous to the importation, as the basis for the customs value. 

Nevertheless, in applying the “sunset clause” (transitional period), this rule will enter into force on 
December 31 2017, which means that the “earlier sale rule” could be used until that date. 

WAREHOUSES 

Under the CCC, goods entering Type D and Type E customs warehouses can be removed using the 

goods’ value at the time the products enter the warehouse. With the UCC, the customs valuation 
will have to be based on the sale to the European client. This change is likely to increase the duties 

payable. 

ROYALTIES, LICENSE FEES, AND TRADEMARKS 

Another change related to customs valuation, is the provision of royalties and licence fees. The 

CCC established that “royalties and licence fees shall be taken to mean in particular payment for the 

use of rights relating: (a) to the manufacture of imported goods (in particular, patents, designs, models 

and manufacturing know-how); or (b) to the sale for exportation of imported goods (in particular, 

trademarks, registered designs); or (c) to the use or resale of imported goods (in particular, copyright, 

manufacturing processes inseparably embodied in the imported goods).”8 

Additionally, “a royalty or licence fee shall be added to the price actually paid or payable only when this 

payment (a) is related to the goods being valued; and (b) constitutes a condition of sale of those 

goods”.9 (emphasis added) 

The major change implemented by the UCC is the adoption of a broader condition of sale concept. 

Under the CCC, the payment is condition of sale even without explicit mention in the buyer-seller 

contract, “if the buyer was not able to buy the goods from the seller and the seller would not be prepared 

to sell the goods to the buyer without the buyer paying the royalty fee to the licence holder.”10 

Additionally, “when royalties are paid to a party which exercises direct or indirect control over the 

manufacturer […], then such payments are regarded as a condition of sale.”11 

Under the UCC, the condition of sale is met when: “(a) the seller or a person related to the seller 

requires the buyer to make this payment; (b) the payment by the buyer is made to satisfy an obligation 

                                                   
7 UCC – Implementing Act, Article 128. 
8 CCC – Implementing Provisions, Article 157.1. 
9 CCC – Implementing Provisions, Article 157.2. 
10 Commentary N° 11 of the Customs Code Committee (customs valuation section) on the application of Article 32 (1) (c) 

CC in relation to royalties and licence fees paid to a third party according to Article 160 of Reg. (EEC) n° 2454/93 
11 Ib. 
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of the seller, in accordance with contractual obligations; (c) the goods cannot be sold to, or purchased 

by, the buyer without payment of the royalties or license fees to a licensor.”12 (emphasis added) 

The inclusion of the third requirement increases the probabilities of royalties and license fees to 

be dutiable, increasing therefore the product valuation and the duties payable upon importation. 

With respect to a trademark’s royalties, the CCC implementing provisions contained a clause 
stating that “[a] royalty or licence fee in respect of the right to use a trademark is only to be added to 

the price actually paid or payable for the imported goods where: 

— the royalty or licence fee refers to goods which are resold in the same state or which are subject 

only to minor processing after importation, 

— the goods are marketed under the trademark, affixed before or after importation, for which the 

royalty or licence fee is paid, and 

— the buyer is not free to obtain such goods from other suppliers unrelated to the seller.” 

The UCC does not contain such a clause, meaning that trademark royalties are subject to the same 

provisions and rules applicable to royalties and license fees. This leads to an increase in customs 

duties collected and import VAT payable on the exported goods to the EU. 

AUTHORISED ECONOMIC OPERATORS 

An Authorised Economic Operator (AEO) is an economic operator13 deemed reliable in the context 

of his/her customs-related operations, and therefore, is entitled to enjoy benefits through the 

EU.14 

The AEO status consists of two types of authorisations: (a) for customs simplifications (AEOC), 

which enable the holder to benefit from certain simplifications; or (b) for security and safety (AEOS) 

that shall entitle the holder to facilitations relating to security and safety.15 

The AEO status will be granted according to the following criteria:16 

- Record of compliance with customs legislation and taxation rules, including no record of 

serious criminal offences relating to the economic activity of the applicant;  

- Demonstration of a high level of control of its operations and of the flow of goods, by 

means of a system of managing commercial and, where appropriate, transport records, 

which allows appropriate customs controls; 

- Proven financial solvency; 

- For AEOC: practical standards of competence or professional qualifications directly related 

to the activity carried out; and  

                                                   
12 UCC – Implementing Act, Article 136. 
13 Defined as “a person who, in the course of his or her business, is involved in activities covered by the customs legislation”. 
14 European Commission (2016). Authorised Economic Operators – Guidelines, TAXUD, Brussels, TAXUD/B2/047/2011, 11 

March. Additionally, both types of authorisations, AEOC and AEOS, may be held at the same time. In this case, the operator 

has to fulfil the criteria for AEOC and AEOS and receives the benefits relating to both 
15 UCC – Article 38. 
16 UCC – Article 39. 
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- For AEOS: appropriate security and safety standards. 

The two most significant changes with respect to the CCC are the general requirement of showing 

a record of compliance with customs legislation and taxation rules, plus the need, for AEOC, to 

display practical standards of competency, understood as having three years of experience. 

Additionally, a series of advantages are conferred to the AEOs. Specifically, the AEOC are entitled 

to: 

- Benefit from specific types of simplifications, as long as specific requirements are fulfilled; 

- More favourable treatment than other economic operators in respect to customs controls, 

including fewer physical and document-based controls; 

- Prior notification in case of selection for customs control; 

- Priority treatment if selected for control; and 

- The possibility to request a specific place for such control. 

The AEOS, whilst not benefitting from specific types of customs simplifications, do in addition to 

the AEOC’s benefits, benefit from: (a) facilitations regarding pre-departure declarations; and (b) 

with respect to security and safety, more favourable treatment than other economic operators in 

respect of customs controls.17 

Existing businesses already authorised for AEO will be assessed against the new criteria by April 

30, 2019. 

CONCLUSIONS 

The UCC and its related regulation are likely to have a significant impact on those enterprises and 

companies importing goods into the EU. Despite some opportunities arising from simplifications, 

such as the simplified procedures for AEOs, some aspects of the UCC are likely to have a negative 

impact on importers. In particular, due to the change in the customs value definition and the 

elimination of the earlier sale rule, importers are likely to end up paying higher customs duties. 

Additionally, under the new rules, trademarks are treated as one more kind of royalty, and 

royalties are now more likely to be dutiable. Importers should analyse their current export 

procedures and assess whether their processes are in accordance with the new UCC. 

                                                   
17 See European Commission (2016). Authorised Economic Operators – Guidelines, TAXUD, Brussels, 

TAXUD/B2/047/2011, 11 March. 

ABBREVIATIONS 

AEO Authorised Economic Operator   FTA Free Trade Agreement 

AEOC AEO for Customs Simplifications   GATT General Agreement on Tariffs and Trade 

AEOS  AEO for Security and Safety   UCC Union Customs Code 

CCC Community Customs Code   VAT Value Added Tax 

EU European Union     WTO World Trade Organisation 



HOW CAN WE HELP? 

Support C-level executives and boards to prepare for different challenges 

International Economics can help facilitate internal discussions on strategy by providing technical insights, 

developing dashboards of key performance measurements, and giving advice to executive boards on building 

resilience to possible disruptions related to exogenous trade shocks, such as Brexit or Donald Trump’s 

Presidency. We work closely with our clients to brainstorm and identify challenges and opportunities based on 

our professional experience. 

Map market access 

In order to quantify the potential costs to your business in engaging in trade, including tariffs, standards, and 

customs procedures, among many others, we (i) undertake a mapping of which terms are most at risk of 

changing and by how much, depending on the type of agreements; and (ii) quantify and forecast the potential 

effect on your business using predictive analytics to generate insights into future outcomes. 

Navigate through trade and investment agreements 

With more than 400 trade agreements and 2,400 investment agreements already in place, International 

Economics’ team is able to navigate through them, guiding and identifying which specific agreement will better 

suit the interests of our client. Additionally, we have developed optimization techniques, through the use of 

sophisticated rules and algorithms, to analyse the Free Trade Agreements (FTAs), which are growing in space, 

depth and complexity, in order to offer insights into investment and trade decisions. With increasing 

fragmentation of global production networks and the need for careful evaluation of supply chain risks, the tools 

developed by International Economics offer a solid foundation for the adoption of critical decisions by 

businesses. 

Prepare briefings and strategic papers 

Our clients need to prepare strategic position papers to assess the issues and prepare responses, whether it 

be internal restructuring, supply chain re-engineering or addressing policy risks. We assist our clients with 

short, impactful, and relevant position papers, including setting out the possible impacts of risks at different 

business levels (policy, financial, structural, etc.) and provide the latest thinking on the issues to date, based on 

a holistic economic framework. 

Undertake a full economic and legal review of the trade and investment exposures 

to worldwide events 

We conduct independent and objective reviews of the impact of different worldwide events on your business 

and industry. We use deep learning tools, large multi-country macro models and the latest unstructured data 

to offer insights into the risks, exposure assessments and likelihood of disruptions to supply chain. These 

provide our clients with a competitive advantage as they prepare mitigation strategies and leverage identified 

opportunities. We work with our clients to develop the right strategies and make breakthrough decisions. 

Brexit: Help the private sector position itself during the UK’s trade negotiations    

Brexit will affect our clients’ business strategies, supply chains, funding, tax positions, regulations, growth and 

opportunities. International Economics works with public affairs companies and specialized firms to offer the 

full range of trade-related technical support and advice to help companies position themselves and ensure that 

their interests are addressed in the negotiations. 

 

 

 

Contact Us: 

Kerry O´Donoghue (Brussels) 

Senior Manager 

o.donoghue@tradeeconomics.com 

 

 
Natalie Donikian (Mauritius) 

Public Affairs Manager 

donikian@tradeeconomics.com 

@TradeEconomics 

 

InternationalEconomicsLtd 

trade-economics 


