
PROCUREMENT GLOSSARY

Customs warehouse:
customs-compliant storage as a
lever for liquidity and supply
flexibility
A customs warehouse is a customs-approved warehouse in which imported goods can be

stored free of duty and tax under EU customs supervision. For technical buyers and suppliers

it is a proven instrument for decoupling import charges in time, holding stock flexibly and

making international procurement more competitive. The following article explains the

definition, processes, KPIs, risks and current developments from the perspective of industrial

procurement.
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Key facts at a glance

01 In a customs warehouse, imported goods remain stored free of duty until they are

released for free circulation or re-exported.

02 Type D customs warehouses allow storage by the depositor themselves (private

customs warehouses), type A by the warehousekeeper.

03 The storage period is in principle unlimited; in practice, capital costs and regulations

lead to typical dwell times of weeks to months.

04 Release to free circulation may take place in partial quantities – duty only arises upon

actual removal.

05 Cost savings typically arise from stretched payment terms through deferred duty liability

and optimised safety stock calculation without customs capital being tied up.

06 Operation requires authorisation by the customs authority as well as functioning

warehouse stock records and account-based recording.
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Definition: customs warehouse

A customs warehouse is a customs-approved space or location in which non-Union goods are stored

under customs supervision without import charges already arising on import. The legal basis in the EU

is the Union Customs Code (UCC) with the associated implementing regulations. Customs warehouses

count among the special customs procedures and are distinguished between public customs

warehouses (type A, operated by the warehousekeeper) and private customs warehouses (type D,

operated by the depositor themselves).

Distinction from free ports and inward processing

Unlike in a free port or under inward processing, the goods remain unprocessed in the customs

warehouse; the procedure serves exclusively for storage. Anyone planning processing steps should

instead examine the inward processing procedure. Both approaches can be combined if semi-finished

goods are first buffered free of duty and later processed. For buyers, the distinction is important

because authorisation, documentation and cost structure vary depending on the procedure.

Typical goods and industries

In practice, companies store above all components with high value and long lead times: electronic

components, precision parts, raw materials such as metals and synthetic resins, and spare parts with

irregular demand. Trading goods sold to different customers in several countries also frequently end up

in a customs warehouse. For buyers of catalogue-content-management-supported components with a

clear manufacturer part number (MPN), the warehouse handling can be mapped particularly cleanly.

Methods and approach: establishing the customs warehouse in
the procurement process

The introduction of a customs warehouse requires structured preparation: application for authorisation

with the competent main customs office, evidence of warehouse stock records, guarantees depending

on risk and defined processes for warehousing, removal and stock management. Procurement and

customs handling should be closely interlinked in this, as Incoterms and delivery terms determine

when and with whom the customs debt arises.

Warehousing, storage type and stock management

Upon warehousing, the goods are placed under the procedure 'customs warehousing' by means of a

customs declaration and recorded on an official warehouse stock account. Every removal – whether

release for free circulation, transfer to another customs procedure or re-export – is booked. The

warehouse stock records must at all times provide reconcilable data quality KPIs against the physical

stock; discrepancies must be traceably documented to the customs authority. In practice, automated

warehouse management systems typically support accuracy at inventory accuracy levels well above 99

per cent.
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Controlling release for free circulation and partial removals

The central efficiency lever lies in partial removal: customs duty and import VAT only arise upon release

for free circulation, i.e. precisely when the goods are actually needed. Buyers can thereby link releases

for free circulation to production plans and use combinations with capable-to-promise (CTP) logic to

commit to availability without tying up capital in previously cleared stock. The goods declaration is

made via a commercial invoice plus supplementary accompanying documents; duty on value is then

calculated per removal.

Clearly regulating Incoterms and responsibilities

Before concluding a contract, it should be clarified who is responsible for import clearance, transport to

the customs warehouse and customs assessment. Incoterms such as DAP or DDP influence whether

the supplier or the buyer bears the customs formalities. For DDP deliveries into the customs

warehouse, the supplier often takes on the role of declarant – this can influence price and payment

terms negotiations. A precise arrangement avoids disputes and unexpected cost absorption.

Key KPIs and economic evaluation of the customs warehouse

Whether a customs warehouse pays off can be systematically assessed with a few KPIs. Decisive are

the liquidity freed up by deferred duty liability, the reduction of safety stock and the operating costs of

the warehouse compared with conventional solutions. Controlling in procurement should map these

effects as part of the savings forecast.

Liquidity and cost KPIs

At the centre is the cash-to-cash cycle: because the customs debt only arises upon release for free

circulation, capital tied up in imported goods is shortened. Interest advantages from the stretched

payment date can in practice amount, on an interest-adjusted basis, to a few per cent of the value of

the goods per year, depending on storage duration and the cost-of-capital rate. In addition, operating

costs arise: warehouse rent, handling, insurance, guarantee and, where applicable, demurrage

charges. A simple business case compares these costs with the interest and customs liquidity

advantage.

Stock and service KPIs

Important measures are inventory accuracy, cycle time from warehousing to release for free circulation,

the discrepancy rate on customs account bookings as well as delivery reliability from the customs

warehouse. Anyone working with defined supplier evaluation criteria can also systematically evaluate

warehousekeepers or freight forwarders as logistics providers. If it is possible to reduce the safety stock

calculation through rapid availability of duty-free goods, an additional, often underestimated efficiency

gain arises.

Price and negotiation aspects

Customs warehouses change the negotiating position vis-à-vis suppliers: anyone who can take delivery
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of duty-free goods can map customs and tax questions more transparently in the price. In combination

with price index linking or a price escalation clause, it can be controlled how customs and raw material

fluctuations affect the settlement price. In renegotiations or e-auction preparation, knowledge of the

actual landed costs including the customs profile is a tangible advantage.

Risks and controls in operating a customs warehouse

Customs warehouses are permanently subject to customs supervision; breaches of record-keeping,

notification or reporting obligations can lead to suspension of the authorisation, back payments or fines.

Risks arise above all through stock discrepancies, incorrect tariff classification of goods, missing

records and unclear responsibilities along the supply chain.

Customs compliance and documentation

Core risks are stock discrepancies between the physical warehouse and the stock account, delayed

releases for free circulation and incorrect classification under the commodity code. Controls include

regular stocktakes, four-eyes principles for removals, documented release processes and clearly

defined mandatory fields in the customs declaration. Customs authorities typically carry out periodic

on-site audits; a complete audit trail is the best defence. Customs assessments depend heavily on the

individual case – for binding questions, the involvement of a customs advisor or a binding tariff

information (BTI) from the authority is recommended.

Financial risks and the guarantee

Depending on the assessment risk, the customs authority may require a guarantee, which can tie up

liquidity. In addition, there is the risk that customs charges will be reclaimed with interest on arrears in

the event of procedural errors. Procurement and treasury should jointly monitor guarantee

requirements and customs debt exposure and take them into account in payment terms calculations. A

transparent early payment discount process for cleared removals can support the payment balance

without jeopardising compliance.

Supply chain, sanctions and changes

Storage in a customs warehouse does not replace sanctions or export control checks; blocked goods

must not be stored or must be reported at an early stage. In the event of changes in the supply chain –

for example through a change of control at the warehousekeeper or the depositor – authorisations may

be affected and must be clarified with the customs authority in good time. Framework agreements with

suppliers should also contain provisions on how transfers or exports from the customs warehouse are

to be handled.

Current developments relating to the customs warehouse

Digitalisation, geopolitical uncertainties and changed trade regimes have increased the importance of

customs-compliant storage solutions in recent years. At the same time, requirements for data quality,
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electronic declarations and automated stock reconciliation are rising.

Digitalisation and electronic customs declaration

Declarations and account keeping increasingly run via electronic customs systems; manual

paper-based processes are in practice no longer considered viable. Anyone who consistently maintains

data quality KPIs for master data, commodity codes and origin information benefits from faster

clearances and fewer objections. Linking the customs warehouse to ERP and e-procurement systems

makes it possible to trigger releases for free circulation directly from demand notifications or the

sourcing wave plan.

Geopolitics, trade protection and supply chain resilience

Trade conflicts, anti-dumping measures and changing preferential rules increase planning uncertainty

for imported material. Customs warehouses offer a strategic buffer here: goods can be held free of duty

until trade measures or tariff changes are foreseeable. In combination with should-cost library analyses

and a clean supplier evaluation criteria logic, it can be assessed whether procurement, storage or

redirection to alternatively sourced parts is cheaper.

Outsourcing to customs warehouse providers

Many companies do not operate their own customs warehouse but use public customs warehouses of

logistics providers. This reduces investment and compliance effort but increases dependence on the

provider. Accordingly, supplier evaluation criteria for logistics partners and clear contractual provisions

on availability, capacity and data delivery then become important. Price transparency can be ensured

via a savings forecast or price benchmarking per warehouse position.

Typical metrics

Metric Typical value

Inventory Accuracy > 99 %

Reconciliation of the warehouse stock account with physical stock;

core requirement for the authorisation.

Customs booking discrepancy
rate

< 0.5 %

Proportion of divergent bookings per reconciliation run; the target is

close to zero.

Average dwell time typically 2 weeks to 6 months

Depends on the value of the goods, capital costs and demand

planning.

Interest and liquidity advantage frequently 1–3 % of the value of the goods p. a.

Rule-of-thumb figure from deferred duty liability; to be calculated on a

case-by-case basis.
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Practical example

A medium-sized machinery manufacturer imports high-value drive components from Asia and

repeatedly faced the problem that customs duty and import VAT fell due immediately on arrival – weeks

before the parts were needed in production. Following the establishment of a private customs

warehouse (type D) at its own site, the components are stored free of duty and only released to free

circulation in partial removals as and when actually needed. The cash-to-cash cycle is noticeably

shortened, inventory accuracy stands stably above 99 per cent after the system changeover, and

discrepancies in the stock account were reduced to virtually zero through firmly defined mandatory

fields and a weekly reconciliation.

Authorisation as a private customs warehouse with a graduated guarantee

Linking release orders to the sourcing wave plan and production requirements

Introduction of a weekly stock reconciliation with data quality KPIs

Review of all Incoterms and payment terms with the top suppliers regarding customs responsibility

Conclusion

For buyers, the customs warehouse is more than a customs detail: it is an instrument that reduces

capital tied up, increases supply flexibility and links procurement decisions to real production

requirements. The benefit depends on the value of the goods, storage duration, capital costs and the

ability to manage stock precisely. Anyone who takes compliance seriously and monitors KPIs

systematically can use customs warehouses as a stable building block of an international procurement

strategy. Before implementation, the legal situation and individual case circumstances should always be

coordinated with the customs authority or a customs advisor.

Frequently asked questions

? What is a customs warehouse and how does it work?

A customs warehouse is a customs-approved storage facility in which imported goods may be

stored free of duty and tax under EU customs supervision. Customs duty and import VAT only arise

upon release for free circulation, which may also take place via partial removals. If the goods are

re-exported, import charges generally do not arise.

? How long may goods be stored in a customs warehouse?

In customs law terms, the storage period is in principle unlimited. In practice, capital costs,

warehousing costs and obsolescence-related factors determine the actual dwell time, which

typically ranges from a few days to several months. In individual cases the customs authority may

set deadlines, for example for market-sensitive goods.

? What is the difference between a private and a public customs warehouse?

A private customs warehouse (type D) is operated by the depositor themselves and may only be
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used for that depositor's own goods. A public customs warehouse (type A) is operated by a

warehousekeeper and is open to all interested parties for storage. The choice depends on stock

turnover, compliance capacity and willingness to invest.

? What advantages does a customs warehouse offer to procurement?

Customs warehouses decouple the arising of customs duty from physical delivery, improve the

cash-to-cash cycle and allow a flexible response to demand fluctuations. In addition, partial

removals can be linked precisely to production plans and customs warehouses can be used as a

buffer against trade barriers. In financial terms, the procedure typically pays for itself for high-value

imported goods with longer storage periods.

? What risks are associated with a customs warehouse?

The principal risks are stock discrepancies, incorrect tariff classification of goods and breaches of

record-keeping and reporting obligations. Consequences can include back payments, interest on

arrears or loss of the authorisation. Sound warehouse stock records, defined mandatory fields and

regular stocktakes are the most important control instruments.

? What does a customs warehouse cost in practice?

Costs comprise warehouse rent, handling, insurance, where applicable a guarantee and

administrative effort for customs declarations. For own customs warehouses, investment in systems

and training is added; for public customs warehouses, typically a price per unit and storage period

applies. The specific cost-effectiveness depends on the value of the goods, storage duration and

capital costs and should be assessed in a business case.
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