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General disclaimer 

This guidelines document is of an explanatory and illustrative nature and contains 
information of full cumulation and DDB possibility in CEFTA countries. Customs legislation 
takes precedence over the content of this document and should always be consulted 
together with the provisions of the Protocol of origin corresponding FTA.  

 

 

Acronyms/Abbreviations used: 

AEX: Approved Exporter 

CEFTA: Central European Free Trade Agreement 

CTH: Change of Tariff Heading 

DDB: Duty drawback 

EFTA: European Free Trade Association 

EU: European Union 

EXW: Ex-works price 

FTA: Free Trade Agreement 

HS: Harmonized Commodity and Coding System of tariff nomenclature  

NDDB: No-drawback rule  

PEM Convention: The Regional Convention on pan-Euro-Mediterranean preferential rules 
of origin  

PSR: Product Specific Rule of Origin 

SD: Supplier’s declaration 

WCO: World Customs Organisation  
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Definitions: 

Central 
European 
Free Trade 
Agreement   

(CEFTA)1 

Central European Free Trade Agreement is a trade agreement between non-
EU countries. The original CEFTA agreement was signed by Poland, Hungary 
and Czech and Slovak Republics on 21 December 1992 in Kraków, Poland. It 
came into force in July 1994.  

The signatories to CEFTA 2006 were Albania, Bosnia and Herzegovina, 
Croatia, Macedonia, Moldova, Montenegro, Serbia and Kosovo2. Once a 
participating country joins the European Union, its CEFTA membership ends, 
so Bulgaria, Romania and Croatia withdrew from CEFTA upon their accession 
to the EU.  

Today CEFTA Parties are the participants in the European Union’s 
Stabilisation and Association Process, and Republic of Moldova. All CEFTA 
Parties are Contracting Parties to the PEM Convention. 

CEFTA 
Decision 
3/20153 

CEFTA Parties adopted Decision 3/20154 laying down special provisions 
derogating from the provisions laid down in Appendix I to the Convention.  
Its main aim is to facilitate trade amongst CEFTA Parties by easing the 
conditions for cumulation laid down in Article 3 of Appendix I to the PEM 
Convention concerning cumulation of origin and by suppressing the 
prohibition of drawback of, or exemption from, customs duties laid down in 
Article 14 of Appendix I to the PEM Convention. The annex of the Decision 
contained two Protocols: Protocol A concerning the definition of the 
concept of ‘originating product’ and methods of administrative cooperation 
and Protocol B concerning application of full cumulation and duty drawback 
prescribed in CEFTA and methods of administrative cooperation. 

PEM 
Convention 

Or 

Regional 
Convention5 

The Regional Convention on pan-Euro-Mediterranean6 preferential rules of 
origin set out the rules regarding the origin of goods and brings together in a 
single legal instrument all the rules regarding the origin of goods traded in 
the context of approximately 60 bilateral free-trade agreements (FTAs) 
traded between countries of the pan-Euro Mediterranean area, as well as 

                                                           
1 All details about CEFTA parties can be found on https://cefta.int/cefta-parties-2/ 
2 This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and the ICJ 
Opinion on the Kosovo Declaration of Independence 
3 When text is referring to this decision, it implies calling to Protocol B (if it is not written different). 
4 Decision of the Joint Committee of the Central European Free Trade Agreement No. 3/2015 adopted on 26 
November 2015 amending Decision of the Joint Committee of the Central European Free Trade Agreement 
3/2013 regarding Annex 4 of the Central European Free Trade Agreement (CEFTA 2006) Protocol Concerning 
the Definition of the Concept of “Originating Products” and Methods of Administrative Cooperation referred 
to in Article 14, paragraph 1 and 3 Adopted on 20 November 2013 
5 Background information on the PEM Convention, including the text, a description of the main provisions, a 
matrix with the countries applying it and between which cumulation of origin is possible, can be found at: 

https://cefta.int/cefta-parties-2/
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with countries who are party to the Union's Stabilisation and Association 
Process. It’s entered into force on 1 January 2012 and is applied since 26 
March 2012.  

The main objective of the Convention was to replace all the origin protocols 
in free trade agreements between the Contracting Parties by one single 
protocol (Appendix I to the Convention) to have a single set of rules which 
allow simplest revision of text of the rules of origin in the future.  

The PEM signatories today include the 28 EU Member States; the four EFTA 
states7; Turkey, SAP countries8, signatories to the Barcelona declaration9, 
the Faroes, The Republic of Moldova, Georgia and Ukraine. 

Revised 
PEM 
Convention  

The revision work is being carried out in the pan-Euro-Med Working Group. 
The revision process started in 2013 in order to further simplification and 
facilitation. The aim of the ongoing process of the revision is to have simpler, 
more liberal rules which more responds to trader’s needs. 

PEM 
Decision 
N°2/2017   

Decision 2/2017 of the Joint Committee of the Regional Convention on pan-
Euro-Mediterranean preferential rules of origin of 16 May 2017 (based on 
the CEFTA Decision 3/2015) will amend Appendix II of the Regional 
Convention on pan-Euro-Mediterranean preferential rules of origin by 
introducing a possibility of duty drawback and full cumulation in the trade 
covered by the CEFTA involving the Republic of Moldova and the SAP 
countries.  

The draft Decision 2/2017 was approved at the 6th meeting of the PEM 
Convention Joint Committee held in Brussels on 16 May 2017 by all 
Contracting Parties present at the meeting.  

PEM Matrix The applicability of diagonal cumulation by the PEM countries requires 
publication in the Official Journal of the European Union (C series) and in the 
territory of the other Party in accordance with its own procedure. This 
information is summarized and presented in Tables 1-3, referred to as 
“matrix”10. Tables 1 and 2 apply to cumulation under the Regional 
Convention and Table 3 to SAP cumulation. 

                                                                                                                                                                                   
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspects-
preferential-origin/arrangements-list/paneuromediterranean-cumulation-pem-convention_en#heading 
6 The European Union Official Journal L 54, 26.2.2013, p. 4. 
7 Iceland, Liechtenstein, Norway and Switzerland 
8 The Stabilisation and Association Process (SAP) is the European Union's policy towards the Western Balkans, 
established with the aim of eventual EU membership (AL, BA, KO22, ME, MK, RS) - 
https://ec.europa.eu/neighbourhood-enlargement/policy/glossary/terms/sap_en. 
9 Algeria, Egypt, Israel, Jordan, Lebanon, Morocco, the Palestinian Authority, Syria, Tunisia and Turkey 
10 E.g. EU Official Journal 2018/C 325/06 of 14.09.2018 

https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspects-preferential-origin/arrangements-list/paneuromediterranean-cumulation-pem-convention_en#heading
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspects-preferential-origin/arrangements-list/paneuromediterranean-cumulation-pem-convention_en#heading
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ISO alpha 
country 
code 

The ISO country codes are internationally recognized codes11 that designate 
every country and most of the dependent areas a two-letter combination or 
a three-letter combination; it is like an acronym that stands for a country or 
a state. 

 

List 
rule/PSR 

Every FTA has an annex containing the list of working or processing required 
to be carried out on non-originating materials in order that the 
manufactured product obtains originating status. 

List rules are also known as Product Specific Rules of Origin (PSR) specify 
how much working or processing on the non-originating materials of a 
product requires to be fulfilled in order for the finished product to obtain 
originating status (sufficient working or processing on the non-originating 
materials).  

Minimal 
operation 

Insufficient operations (i.e. packaging, simple cutting, simple assembling, 
simple mixing, etc.) often referred to as minimal operations. Minimal 
operations are those that when carried out either individually or in 
combination are regarded as being of such minor importance that they 
never confer originating status. Insufficient working or processing are listed 
in article 6 of PEM Convention. Minimal operations are included in origin 
rules in two situations:  

• Irrespective of meeting the conditions of the list rules, all preferential 
arrangements contain a provision listing of the working or processing 
which is insufficient to confer origin.  

• Also, to apply any type of cumulation the working or processing must 
be greater than insufficient.  

Drawback 
(DDB) 

The term “drawback” refers to the waiver or the refund of import duty on 
materials used in the manufacture of a product for export. 

No-
drawback 
(NDDB) 

Prohibition of drawback of, or exemption from, customs duty.  

In some sets of rules of origin there is a provision which does not allow to 
use duty drawbacks systems on the materials that are used in the 
production of a good intended to receive preferential treatment into the 
country of imports i.e. no-drawback rule. 

Supplier’s 
declaration 
(SD) 

Supplier’s declaration is a declaration made by suppliers who provides 
information to his customer about the originating status of goods. 

Supplier is the person who has control and the knowledge of the originating 
status of the goods – notwithstanding the invoicing.  

  

                                                           
11 https://www.nationsonline.org/oneworld/country_code_list.htm, https://ec.europa.eu/eurostat/statistics-
explained/index.php/Tutorial:Country_codes_and_protocol_order 

 

https://www.nationsonline.org/oneworld/country_code_list.htm
https://ec.europa.eu/eurostat/statistics-explained/index.php/Tutorial:Country_codes_and_protocol_order
https://ec.europa.eu/eurostat/statistics-explained/index.php/Tutorial:Country_codes_and_protocol_order
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1 Introduction  

This Guideline on full cumulation and duty drawback describes possibilities which according 
to CEFTA Decision will be used among CEFTA Parties.  

As full cumulation is less restrictive and has more flexible arrangements than the more 
commonly used bilateral and diagonal cumulation it allows production sharing within the 
FTA territory, greater fragmentation of the production process and may lead to profitability 
of the business transactions and better trade creation. This could finally lead to trade 
expansion in the area.  

Duty Drawback prohibition, that is currently in use in FTA which CEFTA Parties are applying, 
reduces the maximum benefit one may expect from tariff reductions agreed under an FTA.  

• It may create competitive distortions between the participating countries based on 
unfair competition when partner countries, within a free trade zone, apply external 
customs tariff regimes which differ hugely. 

• It has also created bureaucracy for economic operators who must decide for each 
product and destination which system is to be preferred. It means that exporter 
could decide to apply drawback and to sell goods without preferential origin which 
will lead to calculation of customs duty in importing county. Or exporter could pay a 
duty on third country materials used in manufacturing and let the consignee in the 
partner country benefit from tariff preferences on import.  

On the other side the possibility not to pay or to refund duties (duty drawback) may help to 
create equal opportunities between economic operators throughout the free trade zone. 

To make the companies to fully apply the benefit of full cumulation and DDB, it is necessary 
to understand all the functionalities that these instruments bring and all pros and cons. 
Also, the customs administrations must understand and promote the advantages of these 
instruments as well as to perform proper control of its application.  

Misunderstanding of proper application of full cumulation & duty drawback may lead to 
uncertainty in obtaining of preferential origin and have an impact on the amount of 
duties to be paid and ultimately on the end price of the product.  

The objectives of these guidelines are: 

• Clear understanding of full cumulation and duty drawback possibility among CEFTA 
Parties for business and customs; 

• Harmonization of national and regional practices in the area of cumulation and duty 
drawback; 

• Regional knowledge sharing and dissemination of best practices through regional 
workshops based on this guideline. 
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2 Context 

The PEM Convention prescribes provisions on the origin of goods traded under relevant 
Agreements concluded between the Contracting Parties.  

The currently used PEM Convention provides bilateral and diagonal cumulation, while the 
application of full cumulation is possible between certain parties as derogations from the 
general cumulation rules.  

The revised PEM Convention (as a goal of ongoing revision process), predict also the 
possibility of using full bilateral and full diagonal cumulation12  with certain exceptions and 
possibilities. 

With the same aim the CEFTA Joint Committee by its Decision 3/2015 of 26 November 
2015 amending the CEFTA Treaty Protocol of origin introduced a possibility of duty 
drawback and of full-cumulation in the trade between the CEFTA Parties13.  This decision 
also introduces the so-called enabling clause i.e.  potential possibility of full cumulation and 
duty drawback with the EU and EFTA countries.  
It must be emphasized that all CEFTA Parties are contracting parties to the Convention.  

On 25 May 2016, the EU Commission acting as the secretariat of the PEM Joint Committee 
received a letter of notification on the above mentioned CEFTA Decision No. 3/2015.  

It has to be taken into consideration that Article 1 of Appendix II of the PEM Convention 
gives possibilities that Contracting Parties may apply in their bilateral trade special 
provisions derogating from the provisions laid down in Appendix I. Also, those special 
provisions have to be laid down in the Annexes to this Appendix.  This means that the 
derogations to Appendix I that may be applied by the Contracting Parties are limited to the 
ones defined in the Annexes of Appendix II.  

Adding new derogations to Appendix II requires an amendment of that Appendix which 
needs to be adopted by the Joint Committee of the PEM Convention by unanimity. CEFTA 
has agreed with the legal analysis and invited the secretariat to proceed accordingly. Based 
on the CEFTA Joint Committee Decision a new draft decision has been prepared by EU 
Commission and submitted to the Joint Committee for a vote. At the 6th meeting of the 
PEM Convention Joint Committee held in Brussels on 16 May 2017 the draft Decision was 
approved by all Contracting Parties present at the meeting. The CEFTA Parties also pass 
thought their internal procedures since the provisions in question also interfere with the 
rates of customs duties and charges payable.  

 

                                                           
12 The PEM Convention revision process started in 2013 and it’s not finished yet. The proposed text in Revised 
PEM Convention maintains diagonal cumulation for all products and generalised full cumulation and duty 
drawback for all products except textiles and clothing form Chapters 50-63. For products from HS Chapters 
50-63 it provides possibility for bilateral full cumulation and duty drawback. Also, Contracting Parties have the 
option to extend the generalised full cumulation for their imports of products from Chapters 50-63.  
13 CEFTA Decision 3/2015 was the starting point for this Guidelines. 
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3 Definition of Concept 

In international trade of goods for all goods imported in country of importation MFN duty 
rate shall be paid when the goods are release in free circulation. Thanks to FTAs goods 
may be subject to a preferential tariff treatment (if goods follow certain prescribed 
criteria and relevant proof of origin is issued in country of export). Rules of origin, as an 
integral part of FTA Protocols of origin, determine those criteria. 

Origin determines the nationality of a product. The decision whether to apply preferential 
tariff treatment is also based on origin. To obtain preferential originating status, two main 
criteria are defined in preferential arrangements:  

• wholly obtained products where only one country is involved in the manufacture 
of products (or both materials and products); 

• sufficiently worked or processed products where two or more counties are included 
in manufacturing process and the materials used in the manufacture of these 
products have undergone sufficient working or processing. The sufficient working or 
processing that is needed to obtain preferential origin to the final product is 
determined by the list rules (PSRs).  

Cumulation is a provision which allows considering goods obtained in, or processing 
taking place in, one FTA member country as originating in another. In this context, it 
allows the use of materials from suppliers located in FTA partner countries and treat 
them as originating materials for determining the origin of the final product or to 
count a production process carried in FTA area. It is one of the ways to provide 
producers with a greater flexibility in terms of sourcing materials. Cumulation 
strengthens economic integration and industrial cooperation between partner 
countries.  

In addition to bilateral and diagonal cumulation (as usual cumulation principle) there 
are other forms of cumulation e.g. regional, full, expanded cumulation. Full 
cumulation, which is a subject of this guideline, is as type of cumulation that has 
already been applied between certain groups of contracting parties in the PEM zone, 
but it is new possibility for CEFTA Parties.  

The term “duty drawback” refers to the waiver or the refund of import duty on materials 
used in the manufacture of a product for export.  It permits not to pay duties at import or 
to recover the duties paid at import on the materials that are used for further processing 
while final good using those materials is exported.  

In some sets of rules of origin there is a provision which does not allow to use duty 
drawbacks systems on the imported materials that are used in the production of a good 
intended to receive preferential treatment into the country of imports i.e. no-drawback 
rule. 
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4 General Overview – CUMULATION 

Cumulation is a deviation from general rules of origin. Cumulation within preferential trade 
agreements is a facility that helps manufactured goods to meet the relevant origin rule. It 
works by forming countries into groups or zones for origin purposes. This allows 
manufacturers to count materials processed or originating in other countries in the 
cumulating zone, as if they were processed or originated in the country of manufacture, 
when incorporated into a product made there. 

In most cases two conditions14 need to be fulfilled for cumulation to be applied 
between countries:  

• Existence of the FTA between countries wishing to cumulate origin; and  

• identical rules of origin have to be in place within the cumulation zone.  

Normally, to obtain preferential origin of the exporting country, a product must be either 
wholly obtained or its foreign inputs (non-originating materials) must be sufficiently 
worked or processed in exporting country. Cumulation tweaks the definition of what a non-
originating material is and helps exporters to obtained originating status of goods. In case 
of cumulation the working or processing carried out in each partner country does not need 
to be sufficient, it is enough that these operations go beyond insufficient working or 
processing15. 

 

4.1 Types of cumulation: 

There are three main types of cumulation: 

• bilateral, 

• diagonal/regional, and 

• full. 

 

The key difference between these three types of cumulation is the amount of parties 
involved (two or more) and types of inputs (originating or non-originating) that can be 
used as the basis for cumulation.  

Just to mention that full cumulation can also be bilateral or diagonal depending how 
many parties are included in it.  

Some FTAs include the possibility of third party cumulation so-called cross or extended 
cumulation. It is allowed for any of the previous types of cumulation (most commonly 
bilateral and diagonal) between countries not linked by a trade agreement or linked by 
a trade agreement with different rules of origin. It allows the use of inputs from a  

                                                           
14 In the application of diagonal cumulation to the PEM Convention there is also the third condition - 
publication of cumulation possibility by the Commission in Official Journal 
15 Article 6 PEM Convention – insufficient working or processing or so-called minimal operation 
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third-party country that is not a member of the applicable FTA and consider them 
originating if they meet the rules of origin under the relevant trade agreement. Cross 
cumulation (extended cumulation) is the most flexible type of cumulation of 
originating inputs and contains often some limitations (limit on to certain tariff 
Headings, Subheadings and codes or to certain types of products only16). 

 

 

4.1.1 Bilateral cumulation 

Bilateral cumulation is the basic form of cumulation common to all preferential 
agreements.  As the name says, it is applied between two countries that have bilateral 
trade agreement and allows each member of the agreement to use material 
originating in the other country as if they were their own without the final good losing 
its originating status (principle – what is mine is yours and what is yours is mine). 

Goods produced from originating materials in one FTA country and further processed 
in the other (manufacturing doesn’t need to be sufficiently worked or processed but must 
go beyond the minimal operations), can then be exported back to the first FTA party 
under preferential treatment. Without cumulation only the inputs originating in the 
exporting country could be considered towards the originating status.  

It should be emphasized that only originating materials that are imported from country 
with which cumulation is applied and accompanied with relevant proof of origin count as 
originating materials. In other words, they are treated as if they came from the country of 
export. That means that the exporter of the final goods could work less on them to 
generate the export country’s origin, i.e., products that can then benefit from trade 
preferences when exported.  

 

Picture 1a - Model of bilateral cumulation – originating material from partner country A is 
considered to be originating materials in country B 

 

 

                                                           
16 For more information - http://findrulesoforigin.org/Glossary/accum 
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Also, it must be emphasized that if in production of final product non-originating materials 
are used, they must be sufficiently worked or processed in order for the final product to 
benefit from cumulation provisions.  

 

Picture 1b - Model of bilateral cumulation – using third country material in production 
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4.1.1.1. Example of bilateral cumulation 

 

Hat production in RS / bilateral cumulation  

Hats (HS 6505) are produced in RS. In production of hats manufacturer in RS used: 

• BA originating textile 
fabric (HS 6004) and all 
other used materials 
have RS origin.  

• Production of hats is 
more than insufficient 
working or processing 
(Article 6 PEM 
Convention).  

• PSR for HS 6505 required: Manufactured from yarn or textile fibres.  

As in production of hats RS manufacturer used originating textile fabric (also all other 
materials used are originating materials), and the production of hats is more than 
insufficient, the origin rule is fulfilled, and exporter could issue a proof of RS origin for 
export to BA.  

In situation that in production of hats manufacturer used non-originating fabric (e.g. Indian 
textile fabric) the origin rule Manufactured from yarn or textile fibres could not be satisfied, 
and hats will be non-originating goods for export to BA. 
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4.1.2 Diagonal cumulation17 

Diagonal cumulation operates between Contracting Parties which have preferential 
agreements with each other containing identical rules of origin, and where provisions for 
such cumulation exist. As is the case with bilateral cumulation, diagonal cumulation can 
only be applied to materials originating in one FTA party member and further 
processed in another member. But unlike the bilateral cumulation, diagonal 
cumulation allows even no working or processing to take place in exporting country 
and the origin of the goods should be retained.    

 

 

The main principles of PEM Convention diagonal cumulation are: 

➢ The originating material imported from another Contracting Party with whom the 
cumulation is possible does not need to be sufficiently worked or processed to 
obtain the exporting Contracting Party’s origin, but their working or processing in 
exporting Contracting Party must go beyond the minimal operations.  

➢ If the working or processing does not go beyond the minimal operations and all 
material used is originating material18, a product can still be an exporting 
Contracting Party’s origin product if the value added in exporting Contracting Party 
is greater than the value of originating materials from another Contracting Party 
with whom the cumulation is possible.  

➢ If this is not so, the product obtained shall be considered originating in Contracting 
Party which accounts for the highest value of originating materials used. 

➢ The system of diagonal cumulation also allows originating product from one 
Contracting Party, which is the part of the cumulation scheme, to be re-exported to 
another Contracting Party which is the part of the same cumulation scheme and the 
origin of the goods retained.  

 

 

 

 

 

                                                           
17 Regional cumulation is a form of diagonal cumulation. It allows products originating in other countries 

of the regional group to be considered as materials originating in the country of manufacture. 
18 If the working or processing in exporting party includes the non-originating materials which are sufficiently 
worked or processed (if PSR from list rule is satisfied) but does not go beyond the minimal operations, a 
product can still be the exporting country’s origin product if the value added in exporting country (including 
sufficient worked or processed non-originating materials) is greater than the value of originating materials 
from other country with whom cumulation is possible. 
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Picture 2 - Model of diagonal cumulation – all partners can cumulate between themselves  

 

 

 

In this model of diagonal cumulation all four Contracting Parties (A, B, C and D) are applying 
identical rules of origin within FTA concluded among them.  So originating materials from 
Contracting Parties A and B can be used to produce an originating product in Party C for 
further export to Party D.  

 

➢ The production in Contracting Party C has to be more than minimal working or 
processing (it is not necessary to be sufficient working or processing) so that the 
final product obtains Contracting Party’s C origin.  

➢ Where the working or processing carried out in the partner country does not go 
beyond the minimal operations, the product obtained shall be considered as 
originating in that Contracting Party’s (e.g. Party C) only where the value added19 
there is greater than the value of the materials used originating in any one of the 
other Contracting Party.  

➢ Diagonal cumulation provisions usually say that if no working or processing is 
carried out in the Party of export, the materials or products simply retain their 
origin. 

➢ In cases where input materials are used from a Contracting Party which has no FTA 
with the Party of destination, these are regarded as materials of third country 
origin.  

 

                                                           
19 Definition – “value added” means the ex-works price minus the customs value of each of the materials 
incorporated which originate in the other Contracting Parties with which cumulation is applicable or, where 
the customs value is not known or cannot be ascertained, the first ascertainable price paid for the materials 
in the exporting Contracting Party 
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To summarize:  

✓ If all used materials are originating materials, product should be originating in the 
Party of the cumulation zone where it has been subject to the last operation more 
than “minimal” or if there was just a minimal production, where the highest value 
has been added.  

 

In some cumulation systems, for example in pan-Euro-Mediterranean cumulation systems, 
the cumulation can be used among a limited number of Contracting Parties, before all 
Contracting Party involved have concluded an FTA with one another providing for such 
cumulation (so called "variable geometry"). It is demanding the publication of notices 
indicating the fulfilment of the necessary requirements.  

 

Example:  

Montenegro originating materials was 
imported in EU where final product is 
manufactured.  

• Final product was exported to 
Morocco. Although EU and 
Morocco have FTA and 
cumulation is possible between 
them, Montenegrin materials 
must be treated as non-originating materials for production for Morocco because 
Montenegro and Morocco do not have FTA between themselves.   

• If the same goods will be export to Norway the Montenegrin materials should be 
considered as originating materials. 

See the cumulation matrix20- 

 

Remember: 

✓ Bilateral and diagonal cumulations are only possible with originating materials.  

✓ Materials which are already originating in one party of the preferential zone and 
which have already been introduced as such with proof of preferential treatment, 
do not need to be sufficiently processed.  

                                                           
20 The “matrix” indicating the protocols/link to Convention which are applicable between various partner 
countries is published in the EU Official Journal and in other Contracting Parties and is regularly updated – see 
2018/C 325/06 of 14.09.2018. 
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4.1.2.1 Example of diagonal cumulation - all materials used are originating materials 

 

Hat production in RS / diagonal cumulation  

Hats (HS 6505) are produced in RS. In production of hats exporter in RS used: 

• BA originating textile 
fabric (HS 6004) and 
all other used 
materials have RS 
origin.  

• Production of hats is 
more than 
insufficient working 
or processing (Article 6 PEM Convention).  

As in production of hats RS manufacturer used BA originating textile fabric (all other used 
materials are originating materials) and all parties BA/RS/MN can cumulate together, the 
origin rule is fulfilled based on diagonal cumulation, and exporter could issue a proof of RS 
origin for export to MN.  

So, RS exporter could issue EUR.1 (RS origin) for export to ME but also for all other parties 
with whom cumulation is possible.  

See the cumulation matrix20. 

 

 

4.1.2.2 Example of diagonal cumulation – originating and non-originating materials used 

Orange juice production / diagonal cumulation  

Montenegrin company produces orange juice (HS 2202). In the manufacturing process the 
exporter has used an EU concentrated fruit juice (HS 2009), EU sugar (HS 1701), 
Montenegrin water (HS2201) and Chinese Ascorbic acid (HS 2936). The orange juice is 
exported to Kosovo21. 

PSR (HS 2202): Manufacture: 

- from materials of any heading, except that of the product, 

- in which the value of all the materials of Chapter 17 used does not exceed 30 % of the ex-works price 
of the product, and 

- in which all the fruit juice used (except that of pineapple, lime or grapefruit) is originating 

 

                                                           
21 This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and the 
ICJ Opinion on the Kosovo Declaration of Independence 
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Juice production is more than insufficient working or processing (Article 6 PEM 
Convention).  

Since in the production of orange juice also non-originating materials are used (CN Ascorbic 
acid) it is necessary to satisfy the PSR to obtain ME origin. 

• First requirement is satisfied because manufacturer used all materials from 
headings other than a product (CTH – 2009, 1701, 2201, 2936 =>2202).  

• Second and third requirements are also satisfied because the manufacturer used EU 
sugar and fruit juice in production (diagonal cumulation between ME/EU/KO22 is 
provided – see cumulation matrix19).  

 

 

So, ME exporter could issue EUR.1 (ME origin) for export to KO22 but also for all other 
parties with whom cumulation is possible.  

If in production of orange juice (HS 2202) instead of EU originating concentrated fruit juice 
manufacturer used non-originating concentrated fruit juice (HS 2009), the origin rule, 
because of third requirement, couldn’t be fulfilled and ME origin would not be possible to 
obtain.  

                                                           
22 This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and the 
ICJ Opinion on the Kosovo Declaration of Independence 
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4.1.3 Full cumulation 

Full cumulation or cumulation with non-originating materials is the most flexible type 
of cumulation23.  

 

Unlike bilateral or diagonal cumulation full cumulation allows cumulation of origin by 
counting processing added across the FTA territory even when the initial input is not 
originating. It allows for non-originating materials, which have not yet resulted in an 
originating product, to be considered as inputs for cumulation purposes and added to 
the manufacturing process carried out in another party in the full cumulation zone.  

This means that all operations carried out or all stages of processing or transformation 
of product within different participating parties in the cumulating zone are considered 
together. If the processing carried out in one party is only minimal operation, then full 
cumulation cannot be applied. 

It does not require that the goods originate in one of the parties of the zone before being 
exported for further working or processing in another party of the zone, but it requires that 
all working or processing foreseen in the list rules is carried out on non-originating 
materials in order for the final product to obtain preferential origin.  

This consequently gives possibility of division of working or processing among 
Contracting Parties. 

However, it must be clear that a preferential tariff treatment will not be granted for such 
non-originating materials used. Preferential tariff treatment can only be applied to imports 
of products that are already originating. To maximize the positive effect of full 
cumulation and not to pay customs duty on non-origination materials used in 
production of originating product, full cumulation is most often connected with duty 
drawback system used in connection with inward processing procedure24.  

The proof of processing carried out in the other partner country, is a supplier’s 
declaration for goods without preferential origin status.  

 

 

 

 

 

                                                           
23 CEFTA Parties haven’t used full cumulation so far. EU currently applies full cumulation with some trade 
partners like EEA countries, some EPA states, MAGREB (Morocco, Algeria and Tunisia), OCT (Overseas 
countries and territories) countries, Canada, Japan... 
24 In accordance with national provisions. Commonly, inward processing allows imported raw materials or 
semi-manufactured goods to be processed for re-export without a requirement that the manufacturers have 
to pay customs duty and VAT on the non-originating materials being used.  
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Remember: 

✓ Goods do not need to be originating before being exported from one party to 
another for further working or processing (like in bilateral and diagonal 
cumulation) but working or processing must be above minimal operations in 
all Contracting Parties.  

✓ This makes it easier to fulfil the condition for the origin obtaining in the 
different parties participating in full cumulation.  

 

 

Picture 3 - Model of full cumulation  
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5 Specificities of the full cumulation in CEFTA Parties 

Article 2 of the CEFTA Decision 3/2015 stipulates that for the purpose of implementing 
Article 2(1)(b) of Appendix I to the Convention, working or processing carried out in the 
CEFTA Parties, shall be considered as having been carried out in any other CEFTA Party when 
the products obtained undergo subsequent working or processing in the Party concerned. 
Pursuant to this provision, the originating products obtained in two or more of the Parties 
concerned, shall be considered as originating in the CEFTA only if the working and processing 
goes beyond the operations referred to in Article 6 of Appendix I to the Convention. 

Also, Article 10 of the same Decision says that the prohibition of drawback shall not apply in 
bilateral trade between CEFTA Parties25. 

 

 

5.1 Limited application of derogations 

Article 1 in the CEFTA Decision 3/2015 prescribes that products that obtained originating 
status in a CEFTA Party by application of full cumulation and/or DDB shall be excluded from 
cumulation under the general provisions of the PEM Convention (Article 3 of the Appendix I 
to the PEM Convention).   

It ensured that these “derogations” only concern preferential trade between CEFTA Parties 
and have no effect on trade with other Contracting Parties of the PEM Convention.  

This means that products which obtain origin by application of full cumulation/duty 
drawback between CEFTA Parties are not considered as originating goods when exported to 
the other PEM Convention Parties. Also, it is not possible to use them as originating 
materials in production of product for export to other non CEFTA Parties.  

 

 

 

 

 

 

 

 

 

 

                                                           
25 Article 10 also includes so-called enabling clause i.e.  potential possibility of duty drawback with the EU and 

EFTA countries if all requirement prescribed in Article 10(2) is fulfilled.  
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Picture 4 - Model of full cumulation  

– effect on trade with other Contracting Parties of the PEM Convention 

 

 

 

In situation when non-originating materials, which has undergone more than minimal 
processing in one CEFTA Party but hasn’t obtained origin, is exported to other CEFTA Party, 
the exporter in first CEFTA Party could issue Supplier’s declaration confirming which 
processing were made over non-originating materials. This non-originating material could 
then be used in other CEFTA Party in manufacturing of the final product and should be 
considered together when deciding whether the product obtained originating status or not 
(PSR has to be applied).  

If production is greater than insufficient and the PSR is fulfilled, for such product the proof of 
origin could be issued when exporting to other CEFTA Parties.  

Since, according to CEFTA Decision 3/2015, the no-drawback rule does not apply between 
CEFTA Parties it is also not necessary, before issuing the proof of origin, to calculate the 
customs duty on the non-originating materials used in the production. 

However, if such a product is to be exported to other Contracting Parties of the PEM 
Convention, irrespectively of the fact that CEFTA Party has to have an FTA with that 
Contracting Parties, it can’t be exported with proof of origin, and the other Contracting Party 
shall consider that goods as non-originating goods. 
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Remember: 

✓ If the product obtained origin by use of full cumulation/duty drawback based on 
CEFTA Decision 3/2015, this is concerned only preferential trade between CEFTA 
Parties and has no effect on trade with other Contracting Parties of the PEM 
Convention.  

✓ The goods which obtain originating status by using this possibility shall not be 
treated as originating goods on importation into other contracting Parties of the 
PEM Convention.   

 

  

 

5.1.1 Which proof of origin should be issued? 

Article 3 of the CEFTA Decision 3/2015 prescribes that if the final products can be 
considered as products originating in a CEFTA Party based on the full cumulation and 
fulfilment of the other requirements of Appendix I, EUR.1 shall be issued or an origin 
declaration may be made out by exporter of the final product to CEFTA Party. 

For traceability of goods which obtained origin based on full cumulation/DDB it is necessary 
to introduce an indication to identify situation when EUR.1 is issued or origin declaration is 
made out based on this CEFTA Decision. Thus, to distinguish products originating according 
to the PEM Convention from products originating by derogation possibility introduced by 
CEFTA Decision 3/2015, it would be necessary to introduce an indication on the origin 
declaration and EUR.1 (Box 7: Remarks).  

The following text could be used when CEFTA Decision 3/2015 is applied: 

 In origin declaration: 

“…preferential origin according to the CEFTA Decision 3/2015” 

 

 In EUR.1 - Box 7: 

“Originating according to the CEFTA Decision 3/2015”. 
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5.2 Supplier’s declaration (SD) 

Supplier’s declaration is a declaration made by the supplier who provides information to his 
customer about the originating status of goods.  The supplier is the person who has control 
and has knowledge of the originating status of the goods – notwithstanding the invoicing. 

 

Example:  

Company A sells goods to company C which resells it to company B. By order of Company 
C, the Company A sends the goods 
directly to company B.  

Company A has all the information 
regarding origin status of goods and 
could issue the SD directly to 
company B regardless of invoice 
issuing. In situation like this company 
A should issue SD annexed to the 
delivery notes, packing list or any 
other commercial document 
describing the goods concerned in 
sufficient detail to enable them to be identified. 

 

Generally, supplier’s declaration may be issued: 
✓ for goods which obtained preferential origin (only for originating goods traded 

within the Contracting Party) and  
✓ for non-originating goods (used when applying full cumulation).  

The supplier could issue: 
✓ a separate supplier’s declaration for each consignment or  
✓ a so-called long-term supplier’s declaration. 

 

Unlike the supplier’s declaration for originating goods, supplier’s declaration for non-
originating goods does not certify to the consignee an already existing originating status of 
goods.  

Rather, it contains statement about the non-originating and originating materials that are 
generally used in production. It shall serve as a proof of the working or processing carried 
out in the CEFTA Parties on the materials in question. This is to determine whether the 
products (manufactured from materials concerned), can be considered as product 
originating in the CEFTA Parties by fulfillment of prescribed requirements. 

It shall be treated as a supporting document for issuing EUR.1 or origin declaration if the 
goods for export obtain originating status by using this SD and fulfil all the other prescribed 
requirements. 
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It’s clear that the supplier’s declaration can also support the making out of a subsequent 
supplier’s declaration when the goods are resold, delivered or transferred between 
suppliers.  

It could also be used if non-originating materials is altered in one party (without obtaining 
origin – followed by supplier’s declaration) and further altered in another party and all 
materials used are counting.  

 

 

It should be highlighted that there is no legal obligation for a supplier to make out a 
supplier’s declaration and no authorization for issuing supplier’s declaration is required. 
However, a supplier may be obliged to make out one by a commercial obligation.  
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5.2.1 Supplier’s declaration (for one consignment) 

The supplier could issue supplier’s declaration for each consignment of goods or a long-
term SD that will cover subsequent shipments of identical goods. 

A separate supplier’s declaration:  

✓ Shall be made out by the supplier for each consignment of goods in the prescribed 
form26. 

✓ The wording of all supplier declarations is binding. The text of supplier’s declaration 
must be made out in accordance with the footnotes, but the footnotes do not have 
to be reproduced. 

✓ It shall be made on a sheet of paper annexed to the invoice, the delivery notes or 
any other commercial document describing the goods concerned in sufficient detail 
to enable them to be identified.  

✓ Shall be typed or printed by supplier in English and shall bear the original signature 
of the supplier in manuscript. The declaration may also be handwritten; in such 
case, it shall be written in ink in printed letters.  

 

 

5.2.2 Long-term supplier’s declaration 

Long term supplier’s declaration covers subsequent consignments of shipments which 
supplier regularly supplies to a customer of goods for which the working or processing 
undergone in the CEFTA Parties is expected to remain constant for considerable period.  

It provides facilitation for supplier sending identical products as, within the given time, only 
one supplier’s declaration is needed covering all products, instead of separate statements 
per individual consignment.  

 

Long term supplier’s declaration: 

✓ Shall be made out by the supplier in the prescribed form27 on a sheet of paper 
annexed to the invoice, delivery note or other commercial document describing the 
goods concerned in enough detail to enable them to be identified. The wording of 
all supplier declarations is binding. The text of supplier’s declaration must be made 
out in accordance with the footnotes, but the footnotes do not have to be 
reproduced. 

 

                                                           
26 Supplier's declaration form – specimen - Appendix 1 to the CEFTA Decision 3/2015 and annex 3 of this 
document. 
27 Long-term supplier's declaration form – specimen - Appendix 2 to the CEFTA Decision 3/2015 and Annex 3 
of this document 
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✓ Shall be typed or printed by supplier in English and shall bear the original signature 
of the supplier in manuscript. The declaration may also be handwritten; in such 
case, it shall be written in ink in printed letters.  

✓ Applies to all further shipments of the identical goods28 in question delivered in the 
period of up to one year29 from the date of issuing the long-term SD. It requires that 
throughout the entire period of supplier’s declaration validity, all the information 
from long-term supplier’s declaration are the same.  

✓ The supplier shall immediately inform the customer of the goods, if the information 
provided in his long-term supplier’s declaration is no longer applicable. 

✓ Shall be provided to the customer concerned before he is supplied or with first 
consignment of goods covered by that declaration. 

There should be 3 dates in long-term supplier’s declaration: 

▪ Date on which the supplier’s declaration is made out (date of issue). 

▪ The date from which the validity of supplier’s declaration starts (start date) 
and  

▪ The date on which the period of validity ends (end date), it may not be more 
than 12 months after the date of issuing.  

✓ Long-term SD date of issue shall not be after the start date, but it could be before.  

 

✓ The maximum period of 12 months long-term SD validity does not mean the 
obligation to supplier to issue SD for 12-month period. It’s his decision, it could be 
shorter period of validity in which supplier can prove that all the information from 
long-term SD are the same and true. 

 

                                                           
28 Identical products mean products which correspond in every respect to those described in the product 
description. The product description on the commercial document used for making out a SD for multiple 
shipments shall therefore be precise enough to clearly identify that product but also the identical products 
that will be subsequently imported under f that SD.  
29 Text of Article 4 of the CEFTA Decision 3/2015 gives possibility to customs authority of a CEFTA Party where 
the declaration is made out to lay down the conditions under which longer periods may be used 
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5.2.3 Filing in the supplier’s declaration  

 

The SD (and Long-term SD) covers all information about the supplied goods. It’s consisted 
of three parts and includes following information: 

- information about the goods which supplier supplies, which have 
undergone working or processing in the CEFTA Parties without having 
obtained preferential origin status and information about the 
materials used for it; 

- Information that all other materials used in the CEFTA Parties to 
produce final goods are originating in CEFTA Parties, (the EU, the 
Faroe Islands, Iceland, Norway, Switzerland (including Liechtenstein) 
or Turkey)30;   

- the information about goods which have undergone working or 
processing outside CEFTA Parties and the total added value outside 
CEFTA Parties in accordance with Article 11 (the Principle of 
territoriality) of Appendix I to the PEM Convention; 

 

 

Information about the goods that supplier supplies: 

The first table in the SD form and in the Long-term SD form contains data about goods that 
supplier supplies, and 
that have undergone 
working or processing 
in the CEFTA Parties 
without having 
obtained preferential 
origin status. It also 
contains all information 
about the materials 
used for its production. 

 

 

 

 

 

                                                           
30 Potential possibility 

Description of the 

goods supplied 

Description of 

non-originating 

materials used 

Heading of 

non-originating 

materials used 

Value of 

non-originating 

materials used 

    

    

    

Total value  

Non-
originating 
materials 

Originating 
materials 

Total added 
value outside 
CEFTA Parties 
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I Column - Description of the goods supplied 

This information should be provided sufficiently detailed to clearly identify the goods that 
supplier supplies.  

When the invoice, delivery note or other commercial document to which the declaration is 
annexed relates to different kinds of goods, or to goods which do not incorporate non-
originating materials to the same extent, the supplier must clearly differentiate them.  

 

Example:  

❖ The SD relates to transformers (HS 8504) manufactured in one CEFTA Party to be 
used in other CEFTA Party for manufacture of air conditioners (HS 8415).  

❖ The nature and value of the non-originating materials used in the manufacture of 
these transformers differ from one model to another.  

 

 

 

 

 

 

 

 

✓ For model 1 cooper winding wire (HS 8544) value 3 EUR and Iron core (HS 
8504) value 4 EUR were used.  

✓ For model 2 copper winding wire from (HS 8544) value 2 EUR and Iron core 
(HS 8504) value 4 EUR were used.  

❖ The models must therefore be differentiated in the first column and the indications 
in the other columns must be provided separately for each of the models to make it 
possible for the manufacturer of air conditioners to make a correct assessment of 
the originating status of his products depending on which model of transformers he 
uses. 

 

II Column - Description of non-originating materials used  

Second column contains information about non-originating materials used in the 
production of goods supplied.  

 

 

Description of the 

goods supplied 

Description of 

non-originating 

materials used 

Heading of 

non-originating 

materials used 

Value of 

non-originating 

materials used 

Transformer 1  

 75 VA 230/24 V 

•  Copper winding wire 

•  Iron core 

 3 EUR 

4 EUR 

  Total value 7 EUR 

Transformer 2 

 60 VA 230/12 V 

•  Copper winding wire 

•  Iron core 

 2 EUR 

4 EUR 

  Total value 6 EUR 
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III Column - Heading of non-originating materials used 

Third column contains of information about the tariff heading of non-originating materials 
used in the production of goods supplied. The indications requested in these columns 
should only be given if they are necessary.  

✓ In previous example of air conditioners (HS 8415) in which the transformers 
(HS 8504) were used the PSR says that maximum 40% of non-originating 
materials may be used. Because of the type of PSR, tariff heading for copper 
winding wire (HS 8544) and iron core (HS 8504) are not important, so it is not 
necessary to fill that column. But the value of used non-originating materials is 
very important because the final exporter will count it in origin obtaining.   

✓ Or, the rule for garments of ex Chapter 62 says that non-originating yarn may 
be used. If a manufacturer of such garments in Serbia uses fabric imported 
from Montenegro which has been obtained there by weaving non-originating 
yarn, it is sufficient for the Montenegrin supplier to describe in his declaration 
the non-originating materials used as yarn, without it being necessary to 
indicate the heading and value of such yarn. This is because they are not 
important in the decision making of final goods origin obtaining. It is just 
important that the production started from yarn regardless the tariff heading, 
and value of the materials used. 

 

IV Column - Value of non-originating material used  

Forth column consists information about value of non-originating materials used in the 
production of goods supplied.  “Value of materials” means the customs value of used 
materials at the time of importation of the non-originating materials used, or, if this is not 
known and cannot be ascertained, the first ascertainable price paid for the materials in one 
of the CEFTA Parties. The exact value for each non-originating material used must be given 
per unit of the goods specified in the first column. 

 

Also, supplier’s declaration should contain information about the goods that have 
undergone working or processing outside CEFTA Parties in accordance with the Principle of 
Territoriality31.  

- In the field Total added value acquired outside the CEFTA Parties “Total added value” 
shall mean all costs accumulated outside the CEFTA Parties, including the value of all 
materials added there. The exact total added value acquired outside the CEFTA Parties 
must be given per unit of the goods specified in the first column. 

 

                                                           
31 Total maximum added value acquired outside the Contracting Parties must not exceeded 10 % of EXW price 
of the product for which originating status will be claimed (Article 11 of the PEM Convention). 
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Long-term supplier’s declaration contains also information about validity period for all 
subsequent consignments of the goods that will be dispatched in period 
from…………to…………. The period of validity of the long-term supplier’s declaration should 
not normally exceed 12 months, subject to the conditions laid down by the customs 
authorities of the country where the long-term supplier’s declaration is made out.   
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5.2.4 Preservation of supplier’s declarations and supporting documents  

The supplier making out the SD shall be prepared to submit at any time, at the request of 
the customs authority of the CEFTA Party where the declaration is made out, all 
appropriate documents proving that the information given on that declaration is correct. 

The supplier making out a SD shall keep for at least three years copies of the declaration 
and all the invoices, delivery notes or other commercial documents to which that 
declaration is annexed as well as the all appropriate documents proving that the 
information given on the SD is correct.  If there is a long-term SD that period shall begin 
from the date of expiry of validity of the long-term supplier’s declaration. 

 

 

5.2.5  Administrative cooperation and verification of supplier’s declarations 

To ensure the proper application of full cumulation customs authorities of the CEFTA 
Parties shall assist each other in checking the authenticity of the movement certificates 
EUR.1, the origin declarations or the supplier’s declarations and the correctness of the 
information given in those documents.  

The procedure of subsequent verification of the authenticity of the supplier’s declaration 
or proofs of origin, or the correctness of the information given in it, is basically the same 
and it is supported by customs administrations.  

Subsequent verifications of supplier’s declarations or long-term supplier’s declarations, as 
well as subsequent verification of issued proofs of origin, may be carried out at random or 
whenever the customs authority of the CEFTA Party has reasonable doubts as to the 
authenticity of the document or the correctness of the information given therein.  

If there is a doubt in the authenticity of the document or the correctness of the information 
given in the supplier’s declaration, the procedure of its verification is as follows: 

 

 The customs authority of the CEFTA Party where such supplier’s declarations have 
been used for exported goods origin obtaining shall return the supplier’s 
declaration (or the long-term supplier’s declaration) and invoices, delivery notes or 
other commercial documents concerning goods covered by such declaration to the 
customs authority of the CEFTA Party where the declaration was made out.   

 The customs service should indicate, where appropriate, the reasons for 
verification.  

 They shall also forward, in support of the request for subsequent verification, any 
documents or information that have been obtained suggesting that the information 
given in the SD is incorrect. 
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The verification shall be carried out by the customs authority of the CEFTA Party where the 
supplier’s declaration (or the long-term supplier’s declaration) was made out. For that 
purpose, they shall have the right to ask for any evidence and carry out any inspection of 
the supplier’s accounts or any other check which they consider appropriate.  

The customs authority requesting the verification shall be informed of the results as soon 
as possible (considering the time-limits for verification of proof of origin that was issued 
based on that supplier’s declaration).  

Those results shall indicate clearly whether the information given in the supplier’s 
declaration is correct and make it possible for them to determine whether and to what 
extent such declaration could be considered for issuing a movement certificate EUR.1 or for 
making out an origin declaration.  

 

EXAMPLE: SD verification process 

✓ The proof of origin has been issued by Company B to company C. The exporting 
product obtained preferential origin applying full cumulation by use of non-
originating materials purchased from Company A. Company A made out a supplier's 
declaration indicating all non-originating and originating materials used in the 
production. Company C applied preferential duty rate on import to Party C.  

 

Picture 5 - Verification process 
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✓ During the post clearance control the Customs authority of Party C had a reasonable 
doubt of the credibility of the proof of origin and initiated through administrative 
cooperation the verification of the authenticity of the issued proof of origin. 

✓ The Customs administration of Party B carried out a subsequent verification at 
Company B which issued the proof of origin. During control they have realized that 
the full cumulation was applied based on the SD and there was reasonable doubt at 
the SD credibility. Through administrative cooperation, a check was conducted in 
Party A where Company A issued the SD. It was established that the SD was 
correctly issued, and the SD was credible and justified. Based on this information 
customs in the party B responded to the verification request to customs of the 
Party C.  

✓ In the above example, the verification was initiated by the customs administration 
of the Party where the preferential duty rate was applied. However, it should be 
noted that the SD verification can also be initiated by customs administration of the 
party where the proof of origin (based on the SD) was issued either at the time of 
issuing or in subsequent control. Also, it could be initiated during any type of 
control – for example in the regular approved exporter control. 
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5.2.6  Consequences of incorrect supplier’s declaration  

As an incorrect supplier’s declaration may at the end lead to an issuance of the incorrect 
proof of origin this could mean that the importer would have to pay (back) duties for a 
single or multiple consignments as there is no valid proof of origin necessary to obtain the 
preferential duty rate.  

It must be clear that supplier’s declaration can also support the making out of a subsequent 
supplier’s declaration when the goods are sold, delivered or transferred between suppliers.  

Also, a misleading issuance of the supplier’s declaration potentially entails the entire chain 
of misleading issued documents. An erroneous declaration may not only lead to loss of a 
customer or requirement to pay customs duty but may also entail other consequences e.g. 
tax or criminal law.  

It should be emphasized that the making out of the supplier’s declarations is carried out 
without the involvement of customs authorities. The supplier is responsible for the 
correctness of the declarations made out to the consignee. When a supplier’s declaration is 
made out, formal requirements are obligatory. The supplier is also responsible to inform 
the customer of the goods immediately if the circumstances change which leads to the fact 
that the long-term supplier’s declarations is no longer applicable. 

In cases where it is established that the supplier has issued an incorrect supplier’s 
declaration the infringement procedure also could be provided by national provisions of 
each CEFTA Parties: (Article 9: Penalties shall be imposed on any person who draws up, or 
causes to be drawn up, a document which contains incorrect information for the purpose of 
obtaining a preferential treatment for products). 

Also, if the incorrect supplier’s declaration has been issued by approved exporter, measure 
which could be taken could include the seizure of AEX decision. 
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5.3 Example of full cumulation – value added rule 

The Albanian company manufactures umbrellas (HS 6601) and sells it to Bosnia and 
Herzegovina at price 4 Euro EXW. Production process: 

ALBANIAN COMPANY UMBRELLA PRODUCTION (HS 6601) 

Material used in umbrella manufacturing: 

- STITCHED TEXTILE MATERIALS - umbrella part (HS 6307) - bought from RS company 
at price 1 EUR EXW (non-originating materials) - MFN duty rate on import in AL is 
0%; 

- ALUMINIUM UMBRELLA PARTS - frames and wires (HS 6603) - bought from CN 
company at price 1.3 EUR-a EXW (non-originating materials) – duty rate on import 
to AL is 15%;  

- PLASTIC PARTS (HS 6603) bought from Albanian producer at price 0.3 EUR-a EXW – 
accompanied with the supplier’s declarations for originating goods;  

- Production beyond minimal. 

 The list rule for HS 6601 says that the total value of all non-originating materials must 
not be more than 50% of the final EXW price.  

 

SERBIAN COMPANY STITCHED TEXTILE MATERIAL PRODUCTION (HS 6307) 

Material used in manufacturing: 

- TEXTILE MATERIAL (HS 5512) imported from Bangladesh at price 0.5 EUR EXW (non-
originating materials) - import duty on textile material is 10%;   

- OTHER MATERIALS used has Serbian origin; 

- Production beyond minimal. 

 The list rule for HS 6307 says manufacture in which the value of all the materials used 
does not exceed 40 % of EXW price of the product. 

 

ACQUIRING PREFERENTIAL ORIGIN OF UMBRELLA PRODUCED IN ALBANIA  

The following is a comparison of the cases where Regional PEM Convention is used 
(without the application of CEFTA derogations - full cumulation and duty drawback), and 
the situation when the CEFTA Decision 3/2015 with possibility of full cumulation and DDB is 
used. All with aim to show a difference and opportunities which this new possibility should 
allow.  

 

 

 



                
                       

                                                
                                    

38 
 

 
 

 
 

 

❖ WITHOUT FULL CUMULATION and DUTY DRAWBACK – Currently used PEM 
Convention 

In the umbrella production manufacturer has used non-originating stitched textile material 
and aluminium parts.   

Value of the non-originating materials used in umbrella production is 2.3 EUR EXW 
(stitched textile material + aluminium parts) which correspond to 57.5 % of total umbrella 
price (4 EUR EXW).  

The PSR for HS 6601 says that umbrella would obtain exporting country origin if the list rule 
(the total value of all non-originating materials must not be more than 50% of the final EXW 
price) is fulfilled.  

When exporting umbrella to Bosnia and Herzegovina it is not possible to issue proof of 
origin because in its production 57.5 % of non-originating materials was used. That will 
result with 15% duty rate to be calculated for the release of the umbrellas in free 
circulation in Bosnia and Herzegovina. 

 

Picture 6. Obtaining preferential origin – without FC and DDB 
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❖ FULL CUMULATION and DUTY DRAWBACK APPLIED (CEFTA Decision 3/2015) 

In the manufacturing of stitched textile material (HS 6307) Serbian company used non-
originating textile materials bought from Bangladesh producer (HS 5512) at the price 0.5 
EUR EXW.  All other used materials have a Serbian preferential origin.  

The production is more than minimal production, but the stitched textile material is still 
non-originating because the PSR for HS 6307 is not fulfilled.  

Regardless of that Serbian producer could issue supplier’s declaration to Albanian company 
to confirm that in the manufacturing of stitched textile material (HS 6307) non-originating 
materials in value of 0.5 EUR EXW was used and all other used materials were originating 
materials. 

Picture 7- Obtaining preferential origin - FC and DDB applied 

 

 

Albanian company then in the calculation of non-originating materials used in 
manufacturing of the final product (Umbrellas HS 6601) counts as non-originating materials 
this 0.5 EUR and for non-originating aluminium parts 1.3 EUR which is a total of 1.8 EUR 
EXW. That corresponds to 45 % of umbrella EXW price.  

We could conclude that in final product production 45 % of non-originating materials is 
used which leads to the conclusion that the PSR in the list rule is satisfied, and the Albanian 
company could issue a proof of origin when exporting umbrellas to Bosnia and 
Hercegovina32. This implies that in BA, 0% duty rate would apply. 

Consideration should be also given to the fact that because inward processing was used 
and the drawback rule33 is applied it is not necessary to calculate duty rate on all non-
originating materials used in manufacturing before the proof of origin is issued (or import 
duty paid on non-originating materials used in manufacturing could be refunded). 

                                                           
32 Or other CEFTA Parties 
33 See the topic 6 - Duty Drawback 
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Picture 7.1 - Obtaining preferential origin – FC and DD applied 

 

 

Conclusion: 

It follows that in a situation where there is no possibility of full cumulation/duty drawback 
on importation of umbrellas from Albania to Bosnia and Herzegovina the 15% customs duty 
should be charged. If there is a possibility of full cumulation/duty drawback it allows 
companies to use non-originating materials which have not yet resulted in an originating 
product. They could then be considered as inputs for cumulation purpose and added to 
the manufacturing process carried out in a company in another party in the full 
cumulation zone. Then both are considered together as an originating product if the 
other rules are satisfied and goods obtain origin.  

So, in present case, the same gives us opportunity to use non-originating materials from 
Bangladesh that is cheaper than the originating materials from FTA zone. This ultimately 
allows for cheaper production of the finished product and the placement of the same 
without charging any customs duty in the zone of application of full cumulation.  

Full cumulation/DDB between CEFTA Parties allows production of final product at 
competitive prices to be sold to CEFTA customers duty free but may not be competitive in 
other markets (for example the EU and EFTA because full cumulation does not (yet) apply 
with them).  
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5.4 Example of full cumulation – process rule 

 

COTTON SKIRTS PRODUCTION (HS 6205) - FC and DD applied 

Chinese cotton yarns (HS 5205) are imported into Macedonia where they are 
manufactured into fabric (HS 5208).  

The PSR for HS 5208 is based on so called “double-transformation rule”34 which 
means that in concrete situation production must have started from fibre to fulfil the 
list rule. 

 

 

 

 

This means that fabric (HS 5208) does not qualify for preferential origin and retains its 
Chinese origin.  

The non-originating fabric is exported from Macedonia to Moldova where it is 
manufactured into skirts (HS 6205). Macedonian exporter has made out a supplier's 
declaration for goods which have undergone working in Macedonia without having 
obtained preferential originating status.  

The PSR for HS 6205 prescribes that the process of manufacture must start from 
yarn and then the finished product can obtain preferential origin.  

In Moldova, the finished shirts obtain preferential origin status because the working carried 
out in Macedonia is added to the working carried out in Moldova to produce originating 
shirts. The double transformation requirement is then fulfilled in the territory of the parties 
benefiting from full cumulation. The final product obtains preferential origin and can be 
exported to the other CEFTA Parties and benefits from a preferential treatment in it.  

However, since the full cumulation between the other PEM Contracting Parties is not 
recognised the product cannot be re-exported within the PEM zone under preferences. 

As a drawback is applied between CEFTA Parties, it is not necessary to calculate duty on the 
all non-originating materials used in manufacturing before the proof of origin is issued or 
import duty paid on non-originating materials used in manufacturing could be refunded. 

 

 

 

                                                           
34 Double-transformation rule means that two significant processes of production must be held in FTA 
party/zone. 
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Picture 8. Full cumulation – process rule 
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6 General Overview – duty drawback 

The term “drawback” refers to the waiver or the refund of import duty on materials used in 
the manufacture of a product for export.  

 

6.1 Prohibition of duty drawback (no-drawback rule) 

The prohibition of drawback of, or exemption from, import duty is stated in the most of 
FTA concluded between partner countries. The no-drawback rule ensures that duties 
applicable to third country materials are paid. The main purpose of it is to exclude the dual 
granting of customs advantages (non-collection of customs duties on third country 
materials in the country of export and import of goods accompanied by proof of origin with 
preferential duty rate in country of import).  

Unlike the DDB, non-drawback favours the use of materials from FTA zone rather than 
usage of non-originating materials from third countries.  

 

6.1.1  PEM Convention and NDDB 

✓ The current PEM rules apply the general principle of the prohibition of drawback to 
materials used in the manufacture of any product (no-drawback rule applies). 
However, between certain contractual parties, bilateral derogations are also 
provided35. The objective of the Article 14 of the PEM Convention is to prevent 
drawback on any non-originating materials used in the working or processing of an 
originating product.  

Hence, these non-originating materials are subject to import duty, which at the 
same time cannot be waived or refunded, customs debt incurs at the time of 
acceptance of the re-export declaration and has to be calculated as if the non-
originating materials were released for free calculation. The purpose of this rule is 
to avoid negative discrimination in tariff treatment between goods intended for 
home use or consumption versus goods exported to a partner country.  

✓ PEM Contracting Parties suggested, after a detail analysis, that under the proposed 
revised PEM Convention, the prohibition rule should be eliminated. This possibility 
should cover all PEM contracting parties and all products, except for materials used 
in the manufacture of products falling within the scope of HS Chapters 50 to 6336. 

 

 

 

                                                           
35 The PEM Joint Committee Decision 2/2017 will be part of this derogations. 
36 The proposed revised PEM Convention also includes a possibility for bilateral elimination of NDDB for HS 
Chapters 50-63 for products that obtained originating status by application of bilateral full cumulation.  
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6.2  CEFTA and DDB  

Article 10 of the PEM Decision 3/2015 says that the prohibition of drawback prescribed in 
Article 14 of Appendix I of PEM Convention shall not apply in bilateral trade between CEFTA 
Parties.  

If final goods obtain origin in CEFTA Party and it is exported to other CEFTA Party, there is 
no need to pay duty on non-originating materials used in production before issuing of proof 
of origin or it is possible to refund customs duties37. Nevertheless, in the CEFTA Party to 
which the goods are exported it would be possible to grant preference.  

The possibility of non-payment of customs duties or to refund customs duties may help to 
create a level playing field between economic operators throughout a CEFTA zone. It could 
improve a competition, reduce costs and increase trade because high duties on non-
originating materials used in production makes FTAs irrelevant. 

Remember: 

✓ According to the CEFTA Decision 3/2015, drawback prohibition is not going to be 
applied in bilateral trade between CEFTA Parties.  

✓ Under the proposed revised PEM Convention, the proposal is that the 
prohibition rule will be eliminated for all PEM contracting parties and all 
products (except for materials HS Chapters 50 to 63). 

 

6.3 Example – “no-drawback” versus “drawback” rule   

Background information: 

The aluminium (HS 2606) and plastic profile (HS 3916) are imported from CN to EU 
under the inward processing procedure. Regular duty rate for aluminium is 0%, but for 
plastic profile is 6.5% (the duty is postponed because of inward processing).  

- It is processed in EU to final product aluminium profiles (HS 7604).  

- These aluminium profiles should then be exported to Montenegro.   

 

 If the PSR for 7604 (ex. CH 76 = CTH + max 50 % non-originating materials EXW) is 
fulfilled the proof of origin should be issued for the aluminium profile. What is with 
DDB? 

The following is a comparison of the cases where NDDB38 or DDB39 is used with aim to 
make it easier to understand the impact DDB to the finished product. 

                                                           
37 See national regulation. 
38 Currently in PEM Convention NDDB is used. 
39 The same will be possible in the Revised PEM Convention. 
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❖ NO-DRAWBACK RULE  

Article 14 of the PEM Convention prescribes that non-originating materials (in example CN 
aluminium + CN plastic profile) used in manufacture of product originating in Contracting 
Party (EU) for which a proof of origin is issued or made out shall not be subject in the 
exporting party to drawback of, or exemption from, customs duties of whatever kind.  

• This means that before issuing the proof of origin the customs debt incurs on all 
third country materials used in manufacturing of exported product (calculated as if 
the non-originating goods were released for free calculation) – possibility 1.  

• Or exporter could decide to export final product without issuing proof of origin and 
then the customs debt doesn’t appear - possibility 2.  

These possibilities are shown on the following picture.   

 

Picture 9 - Case when NDDB is used 

 

It means that exporter has the possibility to decide to apply drawback and to sell goods 
without preferential origin which will lead to calculation of customs duty in importing 
county. Or exporter could pay a duty on third country materials used in manufacturing and 
let the consignee in the partner country benefit from tariff preferences on import.  

 

 

 



                
                       

                                                
                                    

46 
 

 
 

 
 

 

❖ THE DRAWBACK RULES  

If the PSR for HS 7604 is fulfilled and the DDB possibility is used, the aluminium profiles 
could be imported duty-free into Montenegro with a proof of EU origin. In that situation 
third country materials (CN) would enter to Montenegro without the payment of customs 
duty on it.   

In addition, there would also be a possibility of aluminium profiles being reintroduced into 
the EU and given preferential treatment in case of production in Montenegro (e.g. 
aluminium windows) in which it is used as originating materials (cumulation possibility).  

 

Picture 10 - Case when DDB is used 
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6.4 Full cumulation and duty drawback   

Full cumulation gives the possibility to each Contracting Party to use non-originating 
materials which has been processed (more than minimal but not sufficient to acquire 
origin) in other partner country in the manufacture of products for export. All operations in 
both (or more) Contracting Parties shall be considered when deciding whether the product 
complied with the provisions prescribed by the Protocol of origin and whether the final 
product has obtained preferential origin or not.  

On the other side, duty drawback allows that there is no need to pay customs duty on non-
originating materials used in production.  

These options facilitate the final product origin obtaining, and the production is possible to 
become more efficient because of the opportunity to use cheaper raw materials without 
paying customs duty in the production for export.  

Below three examples are shown with aim to make it easier to understand the impact of FC 
and DDB to the finished product through following situations: 

 Diagonal cumulation and NDDB – current situation in PEM Convention; 

 Full cumulation and NDDB – hypothetical case; 

 Full cumulation and DDB – future possibility in revised PEM Convention and bilateral 
CEFTA Decision 3/2015. 

 

Picture 11: Diagonal cumulation and no-drawback  
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Picture 12: Full cumulation and no-drawback  

 

 

 

Picture 13: Full cumulation and duty drawback 

 

 

As it is shown in examples above, the application of full cumulation and DDB lowered 
manufacturer’s expenses and the cheaper product could be placed on the market.  
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Annexes: 

1. Appendix II – Table of contents - after including Decision 2/2017 

2. Existing Tools – Websites 

3. Supplier's declaration form  

4. Long-term supplier's declaration form  
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ANNEX 1: Appendix II – Table of contents -after including Decision 2/2017 

Appendix II 

Special provisions derogating from the provisions laid down in appendix I 

 

TABLE OF CONTENTS 

Article 1 

Article 2 

ANNEX I  Trade between the European Union and the participants in the European Union’s 
Stabilisation and Association Process 

ANNEX II  Trade between the European Union and the People’s Democratic Republic of Algeria 

ANNEX III Trade between the European Union and the Kingdom of Morocco 

ANNEX IV Trade between the European Union and the Republic of Tunisia 

ANNEX V  Ceuta and Melilla 

ANNEX VI Joint declaration concerning the Principality of Andorra 

ANNEX VII  Joint declaration concerning the Republic of San Marino 

ANNEX VIII Trade between the Republic of Turkey and the participants in the European Union’s 
Stabilisation and Association Process 

ANNEX IX  Trade between the Republic of Turkey and the Kingdom of Morocco 

ANNEX X  Trade between the Republic of Turkey and the Republic of Tunisia 

ANNEX XI  Trade between EFTA States and the Republic of Tunisia 

ANNEX XII  Trade in the framework of the Free Trade Agreement among the Mediterranean Arab 
countries (Agadir Agreement) 

ANNEX XIII  Trade covered by the Central European Free Trade Agreement (CEFTA) involving the 
Republic of Moldova and the participants in the European Union’s Stabilisation and 
Association Process 

ANNEX A  Supplier’s declaration for goods which have undergone working or processing in the 
European Union, Algeria, Morocco or Tunisia without having obtained preferential 
originating status 

ANNEX B  Long-term supplier’s declaration for goods which have undergone working or processing in 
the European Union, Algeria, Morocco or Tunisia without having obtained preferential 
originating status 

ANNEX C  Supplier’s declaration for goods which have undergone working or processing in Algeria, 
Morocco, Tunisia or Turkey without having obtained preferential originating status 

ANNEX D  Long-term supplier’s declaration for goods which have undergone working or processing in 
Algeria, Morocco, Tunisia or Turkey without having obtained preferential originating status 

ANNEX E  Supplier’s declaration for goods which have undergone working or processing in an EFTA 
State or Tunisia without having obtained preferential originating status 

ANNEX F  Long–term supplier’s declaration for goods which have undergone working or processing in 
an EFTA State or Tunisia without having obtained preferential originating status 
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ANNEX G Supplier’s declaration for goods which have undergone working or processing in the 
CEFTA Parties without having obtained preferential origin status 

ANNEX H Long-term supplier’s declaration for goods which have undergone working or processing 
in the CEFTA Parties without having obtained preferential origin status 

 

 

Article 1 

The Contracting Parties may apply in their bilateral trade special provisions derogating from the provisions 
laid down in Appendix I. 

Those special provisions are laid down in the Annexes to this Appendix. 

Article 2 

Goods originating in Ceuta and Melilla, Andorra and San Marino shall be treated as originating products in 
diagonal trade as referred to in Article 3 of Appendix I, provided a certificate EUR-MED or an origin 
declaration EUR-MED has been issued in the country of origin. 
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ANNEX 2: Existing Tools - Websites 

 

Member States and candidate countries customs webpages: 

✓ https://ec.europa.eu/taxation_customs/national-customs-websites_en 

European Commission – General aspects of preferential origin 

✓ https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-
origin/general-aspects-preferential-origin_en 

PEM – A user’s handbook: 

✓ https://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/c
ustoms/customs_duties/rules_origin/preferential/handbook_en.pdf 

PEM – Explanatory notes 

✓ https://publications.europa.eu/en/publication-detail/-/publication/123a0192-db5d-
45cb-8a57-049576a66e86/language-en 

DG TRADE - Rules of Origin 

✓ http://trade.ec.europa.eu/tradehelp/basic-rules 

✓ http://trade.ec.europa.eu/tradehelp/duty-drawback 

✓ http://trade.ec.europa.eu/tradehelp/cumulation 

WCO - Origin 

✓ http://www.wcoomd.org/en/topics/origin.aspx 

WCO - Rules of Origin Handbook: 

✓ http://www.wcoomd.org/en/topics/origin/overview/origin-handbook.aspx 

WCO - Origin Compendium: 

✓ http://www.wcoomd.org/-
/media/wco/public/global/pdf/topics/origin/instruments-and-
tools/guidelines/origin_compendium.pdf?db=web 

WCO - Instruments and tools: 

✓ http://www.wcoomd.org/en/topics/origin/instrument-and-tools.aspx 

WCO - Database of preferential trade agreements and related rules of origin: 

✓ http://www.wcoomd.org/en/topics/origin/instrument-and-tools/database.aspx 

WCO - RULES OF ORIGIN FACILITATOR - cumulation: 

✓ https://findrulesoforigin.org/Glossary/accum 

 

https://ec.europa.eu/taxation_customs/national-customs-websites_en
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspects-preferential-origin_en
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/general-aspects-preferential-origin_en
https://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/customs/customs_duties/rules_origin/preferential/handbook_en.pdf
https://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/customs/customs_duties/rules_origin/preferential/handbook_en.pdf
https://publications.europa.eu/en/publication-detail/-/publication/123a0192-db5d-45cb-8a57-049576a66e86/language-en
https://publications.europa.eu/en/publication-detail/-/publication/123a0192-db5d-45cb-8a57-049576a66e86/language-en
http://trade.ec.europa.eu/tradehelp/basic-rules
http://trade.ec.europa.eu/tradehelp/duty-drawback
http://trade.ec.europa.eu/tradehelp/cumulation
http://www.wcoomd.org/en/topics/origin.aspx
http://www.wcoomd.org/en/topics/origin/overview/origin-handbook.aspx
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/origin/instruments-and-tools/guidelines/origin_compendium.pdf?db=web
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/origin/instruments-and-tools/guidelines/origin_compendium.pdf?db=web
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/origin/instruments-and-tools/guidelines/origin_compendium.pdf?db=web
http://www.wcoomd.org/en/topics/origin/instrument-and-tools.aspx
http://www.wcoomd.org/en/topics/origin/instrument-and-tools/database.aspx
https://findrulesoforigin.org/Glossary/accum


                
                       

                                                
                                    

53 
 

 
 

 
 

 

ANNEX 3: Supplier’s declaration form 
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ANNEX 4: Long-term supplier’s declaration form 
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