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Foreword
The biggest saga of 2020 after the pandemic was the seemingly interminable
negotiations between the United Kingdom (UK) and the European Union (EU) about the
trade deal for relations going forward., finally a trade deal was announced on 24th December.
From 1 January 2021 there will be two separate VAT and Customs territories, the UK and
EU27. The free movement of goods, service, people and capital previously enjoyed is a thing of the
past. A hard border is in place between the UK and EU. The new UK VAT and Customs territories
will include the IOM, but not the Channel Islands.
Having two separate VAT and Customs territories compromises the EU free circulation status
of business aircraft imported into the EU prior to Brexit. In other words, if an aircraft has
been imported via one of the remaining EU 27 Member States it will no longer retain free
circulation status in the UK/IOM. If an aircraft has been imported into the EU via the UK or the
IOM prior to Brexit, after 1st January 2021 it will no longer retain free circulation status in the
remaining EU 27 Member States.
This is not good news for business aviation. According to the European Business
Aviation Association (EBAA), business aviation contributes close to 192,000 jobs to the EU
economy directly, with an additional 182,000 estimated to be generated indirectly. The sector
generates €42bn in business value across the EU. It is paramount that this business activity
continues uninterrupted after Brexit.
However, notwithstanding the requirements of the business aviation sector, at the time of
the publication of this eBook the trade agreement between the EU and the UK only touches
upon commercial aviation; only by reading between the gaps can we try to understand where
business aviation will be impacted.
All business aircraft owners who fly to the UK or EU need to be prepared. This is the same
for aircraft flying from the North America to the UK and EU. There will be no special treatment
for aircraft that are not on a UK or EU registration. And, there is the added complication that
the aircraft operator may not be in the same EU location as the aircraft owner from 1 January
2021.
Of course, the business aviation sector is simultaneously navigating the challenges of the
pandemic, whilst mitigating the impacts of Brexit.
This eBook aims to outline in detail all the options for aircraft owners, users, operators, lessors
and advisors – and presents a number of scenarios to mitigate financial, business and travel risk.

The risks – and the stakes - are high. The time to act is now.

Mark Byrne
Mark Byrne
Director, Martyn Fiddler Aviation
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Understanding the Challenge
Despite the terms of the trade agreement - all aircraft will be impacted.
Let us not be under any illusion: all aircraft owners need to understand this and get prepared.
Most aircraft that fly into the UK, EU or between those points are either using Temporary
Admission or are permanently imported. Aircraft that were imported into the EU via the UK/
IOM will no longer be in free circulation in the EU and vice versa.

The same rules will apply regardless of whether the aircraft has been imported by the
aircraft owner or the operator, so these aircraft will also be affected. If an aircraft wishes to fly
between the EU and UK - and in particular where it will fly point to point inside both territories
- then it will have to be re-imported into both jurisdictions.
There may be added complication where the aircraft’s operator and base is not in the
same Customs territory as the owner , as this may be a strong indicator that the aircraft will need
to be imported into both territories from 1 January 2021. Aircraft owners should discuss this with
their aircraft operator as soon as possible to understand any plans they have put in place or any
action that may need to be taken.
There will be no special treatment for aircraft registered outside of the UK or Europe. Equally the
registration of the aircraft is totally irrelevant to these rules, other than for Temporary Admission
purposes.
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If the aircraft has been imported correctly into the EU via an EU27 country, it will retain EU free
circulation after 31 December 2020. If the aircraft has been imported via the UK/IOM, it will have
UK free circulation after 31 December 2020. It is also important to confirm that the
aircraft underwent a correct importation process at the time and that this is still valid for
example, whether it has subsequently lost its import status under the Returned Goods Relief rules.
Similarly, there are no special considerations in the agreement for aircraft imported into the EU
via the UK prior to 2011, under the old weight based regime. Therefore if the aircraft is still owned
and operated in the way it was at time of import; it will remain imported into the UK but not the
EU.
There are some myths that have arisen on
the back of a general misunderstanding of
the challenge that Brexit brings. One
example of this is ‘grandfathering’.This
describes the situation that would occur if
the UK and EU governments had decided
that aircraft that were in free circulation
before the end of the transition period
would remain in free circulation in both
the new EU27 and UK after the transition
period. There is no mention of
grandfathering (or similar) in the trade
deal and therefore this option will not be
available.
There was industry speculation that if an aircraft was in the opposite jurisdiction overnight on the
31 December 2020 - the aircraft would automatically retain fully imported status in that
jurisdiction as well as its home jurisdiction. Business aircraft owners will have to be extremely
careful: if the authorities accept that the aircraft was in before midnight on that date, the aircraft
is likely to be able to remain without consequence as if it is in transit through that territory.
However, as soon as the aircraft leaves that jurisdiction this temporary provision will lapse
and will not be available again. . When the aircraft re-enters the other jurisdiction again,
the authorities will treat this flight as a new entry for import or Temporary Admission purposes.
Finally, aircraft purchased and delivered after 31 December 2020
will need to potentially resolve importation into each new
customs territory. If they are UK/IOM based, the aircraft will
need to be imported into the UK. If the aircraft is EU based, it will
need to be imported into the EU and, depending on the operation
of the aircraft, may need to be imported in the other jurisdiction
as well although it may also be possible to use Temporary
Admission in one of the jurisdictions depending on the
circumstances.
All business aircraft owners now find themselves in a situation
where they have to ensure that their aircraft is appropriately
configured with the new rules.
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Preparing for the Challenge
Business aircraft owners need to get their teams ready to look at these issues before their next
flight into the UK or EU. This is going to require all business aircraft owners, aircraft managers/
operators/tax advisers and or legal counsel to dust down their files and get out the paperwork that
supported the existing importation status of the aircraft.
The key question is whether anything
has changed with respect to the aircraft
status, use and operations. Why the
aircraft ownership and registration was
structured in a particular way and
whether this is still relevant? You should
also review any subsequent paperwork to
ensure that nothing has occurred to lose
any import status, for example if the
aircraft has been sold or transferred
while outside the territory.
One specific document Martyn Fiddler
Aviation recommend aircraft owners to
examine is the “Single Administrative
Document” or “SAD”. In Italy and Spain
this would be referred to as a “DUA”. In
the UK the form is a “C88”.
The key point is that the majority of
aircraft imported would use this
document which follows the same
format and is therefore instantly
recognisable in every member state
including the UK currently.
You should also find the invoices for any purchase or any inter-community acquisition paperwork
and check that this has been correctly accounted for in the VAT returns.

and legal counsel.
Know what documentation you require.
the relevant invoices.
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a full decision.

What are the Options?
Planning for the new situation with certainty is
fraught to say the least! Different solutions will
have different lead times. An early assessment
of what is needed for your aircraft situation
will give you maximum time to make the best
import decisions for the aircraft –
remembering that each aircraft and owner are
unique. As noted, the place to start is to assess
the real situation and then find a suitable
solution that authentically fits that.

option is Temporary Admission (TA).
The second option is re-importantion

is ready to act.
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EU options
For Corporate and Commercial aircraft, there are four importation solutions available for access to the EU.

1. Full import for aircraft imported via the UK or IOM that will no longer have free circulation in
the EU. For this scenario, a VAT Ownership vehicle may be suitable via e.g. Ireland, Malta,
Luxembourg, Cyprus
2. Temporary Admission for aircraft that do not require full free circulation status in one or both
jurisdictions
3. One-off importation using fiscal representation
4. Place the aircraft onto an AOC with a commercial operator
It is important to note that there are differences and nuances with the treatment of VAT, in
particular, in the EU between jurisdictions, meaning that VAT has to be applied by each member state
but this is not uniform. The same is also true of some Customs procedures such as Temporary
Admission.
In the EU, there are two regimes to consider and they both have different legal frameworks:
1. Customs duty including Import VAT: EU regulation enforces customs rules to be
applied immediately in every member state however they are policed differently, meaning
you have administrative and interpretative differences between the member states as to how
those customs rules are enforced.
2. VAT: VAT, including VAT reclaims, is policed internally by member states. Whilst their
inspection regimes can differ, VAT is governed by a directive, so the EU directive on VAT is the
framework for how that VAT should work in every member state and this is then enacted into
local law. There are still significant variations however, due to the enactment or not of certain
options in the directive or to differences in interpretation between member states.
One might think that minor differences won’t make much difference; however in this case small
differences can have a large financial consequence. For example, the difference in VAT rates vary
from 17% in Luxembourg to 27% in Hungary.

UK Options
For aircraft imported into the EU and flying into or within the UK/IOM from 1 January 2021,
there are two options:
1. Temporary Admission for aircraft that do not need full import
2. Permanent Importation. If it’s a smaller aircraft an owner may choose to pay the VAT. If it is a
pleasure aircraft owned by the end consumer then they will be required to pay the VAT. If it’s a
business aircraft the VAT expense will be a lot greater so you would look to mitigate or
recover the VAT
a) Solutions for Business aircraft
Business aircraft owners can
potentially mitigate VAT on
imported aircraft if the aircraft
is within a VAT registered
company.
This VAT registered company
could be:

1. An existing company within
the client’s VAT group.
2. A VAT registered SPV set up
to own and supply the aircraft
to users.
3. The AOC acting as the aircraft’s operator for charter and as the importer.
Within this framework, the VAT treatment could be:

1. Pay and reclaim.
2. Defer and reclaim.
3. Zero rate the aircraft import so there is no VAT to pay.
b) Solutions for private and pleasure aircraft:

1. Temporary Admission for both the EU and the UK.
2. Pay VAT – You are accountable to pay VAT and potentially not reclaim this as it is not a business
cost.
However, while tax mitigation is important and legitimately available where an aircraft is used
as part of a business, aircraft owners will run into problems if the owner attempts to adapt or
change the situation to fit the available options to reduce a tax bill.
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Avoid Myths and Shortcuts
There is a lot of chatter in the industry about what is and isn’t possible. Here are the realities:
• To be clear, an AOC operator needs to ensure that the aircraft it operates are in free
circulation in both customs territories if they are used there. The owner (and the operator)
need to be clear on the situation after 31 December 2020 to act take appropriate steps and
with sufficient time to make the arrangements.
• Aircraft declared into maintenance as a Customs procedure do not receive free circulation
status, only if an aircraft is imported does it receive free circulation status. If it is brought in
solely for maintenance it should have been brought in under a temporary regime known as
Inward Processing, which is a Customs tax suspension regime.

• Aircraft registered in a particular EU jurisdiction are just registered for aviation purposes this does not mean that aircraft owners also get a VAT registration or have EU free
circulation status.
• It goes without saying that aircraft owners must always (always!) seek tax advice. Seeking
professional and impartial advice is crucial. This will help you to find the real, optimal, legal
solution that limit risk and offer longevity.
• There will either be a single clear solution or a choice of multiple solutions. Don’t
overcomplicate the solution, keep it simple and match reality. Build tax around your
circumstance rather than letting the tax options lead the way. Also refrain from being
swayed by a solution with a quicker lead time, as this may only lead to risk of problems later
down the line.
Instead of taking shortcuts, plan now, review the aircraft use and operation, seek advice and be ready
to put a plan into motion as early as possible.
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The Three Options for Business
Aircraft Owners that Matter
There will only be three suitable solutions aircraft owners should take into consideration to
continue access to the EU and/or the UK after 31 December 2020.

These three solutions are:
• Temporary Admission.
• An import into the EU, for example via the Netherlands using the Netherlands Navigator
• A corporate ownership solution
Let’s look at what each of these solutions means in theory (and in practice), as well as the
advantages and disadvantages of each.

Temporary Admission
Temporary Admission (TA) is a great tool for
private, pleasure aircraft users and occasional visitors
to a customs territory (i.e. those making ad-hoc
flights). As the name suggests, TA allows temporary
customs relief from import VAT and duty (if
applicable) so aircraft can be admitted into a customs
territory but without being able to compete unfairly
with local aircraft on a commercial basis.
TA is a suitable solution for private users, private
families, and private business users providing the
following three core requirements are met:
1. The aircraft is registered outside the customs territory being visited;
2. the aircraft is owned outside of the customs territory being visited; and
3. the user of the aircraft needs to be resident or established outside of the customs territory being
visited
Advantages of Temporary Admission
• TA is an alternative to a full import for aircraft. Under TA all normal import taxes (VAT & Duty)
are suspended.
• TA is what is known as a simplified procedure – i.e. designed to be quick and easy for aircraft
owners with little paperwork required. Martyn Fiddler Aviation advise that if an aircraft will travel
between areas in a territory, for example between France and Spain in the EU, then TA should be
formalised with the requisite paperwork (which can be done on arrival).
• TA applies as soon as an aircraft crosses the border into the customs territory and lasts until it is
discharged or closed which must be within the six-month time restriction.
• From 1 January 2021 TA may provide opportunities for aircraft which could not previously use it.
i.e. aircraft owners in the UK might now be able to use TA in the EU - and vice versa.

Disadvantages of Temporary Admission
• Aircraft owners must meet the three core requirements for TA (outlined above)
• The requirement for the user of the aircraft to be from outside the customs territory - this
could be a company established outside the customs territory or an individual who is
resident outside. However, there is no specific customs definition for the term ‘residence’
which means that the interpretation of “residence” may vary between the EU27 member
states. Factors that might be taken into account are the user’s passport, tax residency,
family or business links, frequency of visits etc. Again, the user will need to consider that if
they stay in the customs territory for too long, the application for TA may be rejected
• TA is limited to a maximum of six months duration
• There are various conditions in which TA cannot be used, for example the aircraft cannot
be used commercially, for charter, or put up for sale and there is a restriction on what
works may be done to the aircraft.
If the TA requirements are breached, the tax authority is able to retrospectively impose an import
status on the aircraft. This means the tax authorities can retrospectively impose import VAT on the
value of the aircraft on any party involved in the import even if they are not able to reclaim the import
VAT.
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TA Q+A
How long does TA take to get and how long does it last?
Providing the aircraft meets the requirements, TA is applied immediately on arrival
into the customs territory. The TA period is limited to a maximum of six months. The
EU generally differs from the global approach where TA only applies for six months out
of every twelve.
Will TA be applicable in both the UK and EU27?
Yes, the same set of rules and regulations is expected to continue to apply in both
territories.
How can an aircraft owner determine if they satisfy the requirements for TA?
The first step is to determine if the three core requirements (outlined above) as well as
the other supplementary conditions can be satisfied. The second step is to consider the
wider reason for the trip and seek formal advice to clarify that there may be no other
issue impacting the TA claim.
Can the pilot of an aircraft be classified as the primary user of the aircraft and hold
the TA authorisation?
The EU regulation states:
“Where means of transport are declared for TA orally... the authorisation...shall be
granted to the person who has physical control...unless that person acts on behalf of
another person. If so the authorisation shall be granted to the latter person.”
Clearly the pilot is the person in physical control of the aircraft when flying. From
experience this clause is generally interpreted by EU member states to mean that
the pilot is only a default user for the purposes of TA. The person who holds the
authorisation (“the user”) is the passenger who directs the pilot on where they want to
fly and when. However, there are occasions where the authorisation can default to the
pilot, for example, where the user is also the pilot, or if the only people on the aircraft
is the pilot and crew.
Once an aircraft owner has TA authorisation, can the aircraft make repeat visits
into/out of the EU?
This is where the EU generally differs from the global approach where TA only applies
for six months out of every twelve. Yes, in practical terms this can be done, but TA is
only intended to be for temporary rather than continuous use. If an EU member state
considers that this relief has been abused they would be within their rights to take
what they consider appropriate action, ultimately including a possible imposition of a
retrospective import.

The Netherlands Navigator
The Netherlands Navigator offers a one off importation route through the Netherlands. This has
been in place since 2014 and is used by clients worldwide to import aircraft to the EU.
Martyn Fiddler Aviation have fiscal licenses in the Netherlands, meaning they have limited fiscal
representation which allows them to “stand in the shoes of” a client as their tax representative.
These licenses also enable Martyn Fiddler Aviation to import the aircraft and reclaim the VAT on
that import on behalf of the client.

This solution is suitable primarily for corporate clients, charter companies and AOC’s. Martyn
Fiddler Aviation have represented over a hundred different corporations around the world
(including the US, Australia and Russia) using the Netherlands Navigator solution. As long as
those companies are producing “taxable” goods or services and have a relationship with the
aircraft, then Martyn Fiddler Aviation can represent them in the Netherlands.
The Netherlands Navigator offers a seamless import solution as there are no additional
requirements for records or data outside of the normal operations after the import, and no
requirement for ownership restructuring.
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Advantages of the Netherlands Navigator
• From a tax perspective, once the aircraft is imported using the Netherlands Navigator
solution, the aircraft owner has free EU circulation and is accepted in all of the EU27
member states.
• The Netherlands Navigator solution provides certainty of use compared to TA.
• As the import VAT is paid by way of deferment and reclaimed via the fiscal representative’s
records, this provides a significant cash flow benefit.
• The Netherlands Navigator also allows for an import to take place through the
Netherlands, followed by one (intra-community) supply, with a subsequent additional
cash flow efficient receipt of the aircraft into that second member state where required.

•
Disadvantages
of the Netherlands Navigator
There are few disadvantages to the Netherlands Navigator solution. The key consideration would
be if there were any subsequent changes to the use of the aircraft, the suitability of this solution
may need to be reconsidered.
As fiscal representatives of the client, Martyn Fiddler Aviation are liable for any VAT due on behalf
of the client, and are responsible for the importation status of that business aircraft for the
following six years.

Netherland Navigator Q+A
Does a business aircraft owner need a VAT registration or a company established
in the Netherlands to use this?
No, and in fact if you did have a VAT registration or registered company in the
Netherlands then you would be able to import the aircraft yourself, this solution is
designed specifically for people who don’t have a suitable Dutch registration.
Does the aircraft need to be registered in the Netherlands?
No. The aircraft can be on a civilian aircraft register anywhere in the world – not just
the Netherlands.
Does the aircraft need to travel to the Netherlands?
Yes, the aircraft must travel to the Netherlands to allow for a full customs procedure.
The aircraft has to be available for customs should they wish to inspect the aircraft.
Martyn Fiddler Aviation’s preparations mean the aircraft needs to be in Rotterdam for
approximately five hours.
What is the lead in time?
Generally the lead time can be as little as 72 hours where all paperwork is available and
tax advice, if required, is in place.
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Corporate Ownership Structure
A corporate ownership structure is a great solution that has stood the test of time and is available
from many countries e.g. Isle of Man, Malta, Cyprus and Ireland.
Using a corporate vehicle is useful for people and organisations who have their headquarters
outside the EU but have business operations within the EU, keeping their aircraft in the EU or UK.
Different member states have different ways
of dealing with VAT. The most common is to
pay the import VAT at import and reclaim the
VAT via the periodic VAT returns. This is
detrimental to cash flow efficiency on a high
value asset like an aircraft. A few countries
will allow VAT deferral until a point in time
in the future, and a few more permit recovery
to off-set the import VAT payment, meaning
providing for a significant cash flow benefit.

It must be noted that there are some disadvantages to a corporate structure. If you establish a
company, it is important to understand that it must be a genuine company that is linked to a tax
jurisdiction and therefore you must take on the commitment of running that company and
continuing to operate on the basis described in the VAT registration application, along with
enjoying the benefits.

Why might you prefer a corporate solution to Netherlands Navigator?
It comes down to you and what is needed for your own operation. You need to review your own
operation, what it is you require and your business, how you are working, where you need to be
etc. A corporate solution may be the right choice for you because you have a lot of costs or bases
within the EU and therefore you would be incurring VAT charges that you can reclaim if you have
a corporate solution in place. Otherwise, if you are not and you are only needing to deal with the
VAT to get into the EU for free circulation then the Netherlands Navigator is possibly a better
option for you. Remember that there is no one size fits all – review your own situation to find the
optimal solution that’s right for you.
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Your Seven Step Business Jet
Blueprint for Brexit
1. There will be two separate customs territories from 1 January 2021: the UK and EU27.
2. There are a range of different importation options in each area to suit all aircraft uses and
operations.
3. Temporary Admission is great for private, pleasure use aircraft and the occasional visitor
but it is only intended to be temporary and does come with some tricky requirements with
the risk of big tax liabilities if you get it wrong.
4. The Netherlands Navigator is great for corporate, commercial and business aircraft and will
be available to UK and IOM businesses once the UK leaves the EU.
5. Hope for the best; prepare for the worst.
6. Don’t go for the easiest route if it is not the optimal solution.
7. Don’t make assumptions - seek professional advice in good time.
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