AMPLIFA PROCUREMENT GLOSSARY

AEO: Authorised Economic Operator status
and its significance for procurement

AEO stands for Authorised Economic Operator — a status under EU customs law granted to
companies with reliable and secure processes throughout the entire supply chain. For buyers, a
supplier's AEO status is an important signal of quality and reliability, particularly in international
procurement relationships. The status accelerates customs clearance, reduces inspections and
stabilises the supply chain. In the following, the glossary explains what AEO means, how the
certification process works and what buyers should look out for.

Key facts

« AEO is a status uniform across the EU for economic operators, certifying reliability, compliance and
security in customs matters and the supply chain.

* There are two variants: AEOC (customs simplifications) and AEOS (security requirements),
frequently combined as AEOF.

* Practical benefits include, among others, rarer customs inspections, privileged procedures and
preferential clearance.

 Certification requires, among other things, evidence of solvency, compliance management and
physical as well as IT security.

» The status is valid throughout the EU and is mutually recognised with several third countries (Mutual
Recognition Agreements).

» Buyers should take suppliers' AEO status into account in supplier evaluation and in contracts.

Definition: AEO (Authorised Economic Operator)

AEO refers to an Authorised Economic Operator under the EU Customs Code. The status certifies that
a company acts reliably in customs-law terms, complies with the applicable regulations and has a
functioning security track within its supply chain.

AEOC, AEOS and AEOF

AEOC (Customs Simplifications) entitles the holder to customs simplifications, such as simplified
procedures or release without an immediate customs declaration. AEOS (Security and Safety) relates to
the security track and brings, among other things, priority at inspections and opportunities for
self-monitoring. Many companies apply for both variants together (AEOF), as the requirements are
partly identical.

Distinction from supplier classifications

AEO is not supplier evaluation in the strict sense, but an official certification. It complements internal
instruments such as the supplier status or the supplier feasibility review, but provides an independent,
officially audited component for assessing a provider's reliability.
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Benefits of the AEO status for buyers and suppliers

The AEO status operates on several levels: it reduces administrative burdens, speeds up border
crossings and increases the predictability of the supply chain — a direct contribution to key figures such
as On-Time In Full (OTIF).

Customs and operational simplifications

Certified companies are typically given preferential treatment at customs checks and are physically
inspected less frequently. In addition, privileged procedures are available, such as simplified
declarations, and in practice customs crossings are noticeably faster. This reduces throughput times and
buffer stocks in procurement.

Reputation and accreditation in the supply chain

Major customers and freight forwarders frequently ask actively about AEO status. For suppliers, it is
therefore a door opener in tenders; it can also be used as a selection criterion or scoring factor when
preparing an e-auction. Buyers use it as an objective signal of compliance and process quality.

International recognition

The EU has concluded Mutual Recognition Agreements with several third countries, so that AEO
certifications are mutually recognised. This facilitates trade with countries such as the USA, China or
Japan without an identical certificate having to be applied for there.

Methods and approach: certification and selection of AEO
suppliers

The path to AEO status follows a structured procedure with clearly defined criteria. From a buyer's
perspective too, there is an approach for systematically integrating the status into supplier selection and
contract management.

Requirements of the customs authorities

Key criteria are an impeccable customs and tax history, sufficient solvency, a functioning logistics and
security system, and compliance processes that are actively lived. Companies must carry out
self-assessments, document internal controls and provide evidence of staffing allocations and training.
The authority examines this in a certification procedure that in practice often takes several months.

Integration into supplier selection

Buyers can anchor the AEO status as a criterion in supplier portfolios, tender documents and contracts.
As part of cross-functional sourcing, the customs or logistics department should help shape the
evaluation, as it is best placed to assess the impact on transport and procedure costs. For strategic
product groups, the status supplements qualitative criteria alongside price and performance.

Contractual anchoring

In practice, it is advisable to stipulate the AEO status and its retention contractually, for example as part
of the procurement policy or in framework agreements with suppliers. Changes in status — such as
revocation or suspension — should trigger notification obligations. Risk diversification also helps: not all
volumes should fall on customs-critical routes with non-certified partners.
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Key KPIs: measuring the effects of the AEO status

The success of AEO certification, or of its targeted use in procurement, can be traced via operational
key figures. They link customs and logistics processes with the classic procurement KPIs.

Delivery performance and clearance times

Core indicators are delivery reliability, measured via On-Time In Full (OTIF), and the average clearance
and border-crossing time. In practice, certified supply chains typically show more stable values here, as
fewer inspections and delays occur.

Process and compliance indicators

Also relevant are the number of customs defects identified, the data quality of customs declarations and
adherence to procedural requirements. With regard to costs, sea freight cost components and customs-
or demurrage-related additional costs per container type can also be evaluated. A service level
agreement with logistics providers that jointly exploit AEO benefits is helpful.

Risks and controls: challenges surrounding the AEO status

Certification involves ongoing obligations. Companies must permanently meet the requirements; defects
can lead to suspension or revocation of the status. Buyers should therefore keep fallback scenarios in
place.

Effort and ongoing obligations

Certification and maintenance require documented processes, trained staff, regular self-assessments
and software support in customs and IT systems. Smaller suppliers in particular shy away from this
effort — here, a deliberate make-or-buy consideration helps in deciding whether customs processes
should be built up internally or handed over to specialised service providers.

Dependence on certified partners

Concentrating critical volumes on a few AEO suppliers increases the concentration risk. The same
applies if internal processes such as the delegation of authority or payment term adherence are not
adapted to the changed compliance requirements. Maverick buying outside approved suppliers can also
undermine customs-law and security standards — against this, clear policy compliance requirements in
procurement and effective master data governance help.

Control mechanisms

Proven measures include regular checks of the status (for example via public AEO registers), audits at
suppliers and linking with supplier master data maintenance, so that status changes take effect in
e-procurement systems promptly. Control of nonconforming product can also come into play if a supplier
has customs-law defects, in order to block defective or non-conforming batches.

Current developments: digitalisation and AEO

Customs clearance and supply chain security are being digitalised continuously. Electronic data flows,
standardised interfaces and transparent supply chain data are gaining in importance — and with them
the quality of the underlying systems.
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Electronic customs processes and data quality

AEO procedures presuppose that customs declarations are transmitted electronically correctly and
consistently. This requires a sound data model for commodity codes, country of origin and rights
information as well as content enrichment for item master data, so that classifications are maintained
consistently across systems. Sound consumption-driven planning can provide a starting point here to
make customs declaration processes plannable.

Supply chain transparency and sustainability requirements

Alongside customs matters, labelling, duty-of-care and sustainability requirements are coming into
focus. The AEO process builds a structural transparency framework that can also be used to answer
customers' sustainability and compliance enquiries. In the strategic direction of a category roadmap, it is
worthwhile planning AEO and sustainability criteria together in order to avoid duplicated effort.

Typical metrics

On-Time In Full (OTIF): typically > 95%
AEO benefits are reflected in more stable delivery reliability in international procurement

Customs inspection frequency: in practice significantly reduced compared with non-certifie
Fewer physical inspections thanks to the status's risk profile

Average clearance time: often several hours to days shorter
Indicative value, depending on region and procedure

Customs defects per audit: Indicative value: 0 major defects
Prerequisite for maintaining the status

Practical example

A medium-sized mechanical engineering company sources components partly from Asia. After frequent
customs delays, the company systematically checks the AEO status of its suppliers and freight
forwarders. Certifying its own export department and deliberately selecting certified partners
significantly reduced inspection frequency and clearance times.

* Include AEO status as a mandatory criterion in tenders for customs clearance, transport and critical
purchased parts

< Carry out the self-assessment and internal training for the customs and logistics department before
applying

« Record supplier status changes promptly via supplier master data maintenance and adjust contracts
accordingly

« Evaluate OTIF and clearance times monthly and reconcile them with the service level targets set
with freight forwarders

Conclusion

The AEO status is a valuable, independent proof of quality and reliability in the supply chain for
technical procurement. It reduces customs-related friction losses, speeds up clearance and stabilises
key figures such as OTIF. Buyers should systematically integrate the status into supplier selection,
contracts and master data processes and continuously monitor changes. Since the certification effort is
not trivial, it is worth weighing up self-certification against selecting partners that are already certified.
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Those who understand AEO as part of holistic supply chain assurance benefit from more predictable
procurement processes and lower compliance risks.

Frequently asked questions

What does AEO mean in procurement?

AEO stands for Authorised Economic Operator under EU customs law. The status confirms a company's
reliability, compliance and security within the supply chain. For buyers, it is an important criterion when
evaluating international suppliers and service providers.

What are the benefits of an AEO-certified supplier?

AEO-certified companies are typically given preferential treatment at customs checks and are physically
inspected less frequently. In practice, this means faster clearance, more stable delivery times and lower
additional costs. In addition, the status is a recognised signal of compliance and process quality.

How long does AEO certification take?

The duration depends on the company's size, process set-up and preparation. In practice, several
months to over a year should be allowed from the self-assessment to the certificate being granted. For
buyers, this means: plan AEO criteria into supplier development at an early stage.

What are the differences between AEOC and AEOS?

AEOC entitles the holder to customs simplifications such as simplified procedures, while AEOS relates
to the security and safety requirements of the supply chain. Both variants share common basic criteria
such as trustworthiness and solvency. Many companies combine the two and apply for the overall status
AEOF.

Should the AEO status be made contractually mandatory?

That depends on the product group, the share of imports and the risk profile. For customs-critical
deliveries, an obligation may make sense, whereas for purely domestic deliveries the benefit is lower. It
is important to have a notification obligation in case of status changes and ongoing verification via the
AEO register extract.
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