AMPLIFA PROCUREMENT GLOSSARY

Origin preference: making targeted use of
customs benefits through documented
product origin

Origin preference refers to the benefit granted to a good upon crossing the border because it has
preferential origin in an agreement partner country and that origin is properly evidenced. For
technical buyers, this frequently means significantly reduced or zero import duties and thus a direct
cost saving in procurement. At the same time, the term encompasses the obligation to document
origin in a compliant manner and, where necessary, substantiate it to customs authorities. Anyone
who systematically embeds origin preference in supplier management reduces customs costs,
avoids post-clearance demands for payment and strengthens compliance along the supply chain.

Key facts

« Origin preference only arises if the goods meet the rules of origin of a preferential agreement and
the origin is duly evidenced.

« Common forms of evidence are the origin declaration on the invoice or a movement/certificate of
origin, depending on the agreement.

* The rules of origin form the basis: the origin criterion (wholly obtained or sufficient working or
processing) and, where applicable, extensive manufacturing evidence.

» In supply chains and exports via intermediaries, supplier assurances about participation in REX or
comparable systems are decisive.

 Incorrect preference claims can lead to repayment of duties, duties on past periods and fines.

« Origin preference is closely linked to topics such as proof of origin, conflict minerals and the
Corporate Sustainability Due Diligence Directive (CSDDD).

Definition: origin preference

Origin preference is the customs-law benefit granted to a good on the basis of its preferential origin,
supported by a trade agreement between the European Union and a partner country. It requires that the
good meets the rules of origin of the respective agreement and that the origin is substantiated by
recognised evidence.

Distinction from non-preferential origin

Non-preferential origin is in principle determined by the country in which the good underwent its last
substantial, economically justified processing. It is relevant primarily for trade policy measures,
anti-dumping duties, statements of origin and conflict minerals requirements. Preferential origin rules, by
contrast, follow the technical rules of an individual agreement and can differ considerably depending on
the partner country. Buyers must therefore always check which concept of origin applies in the specific
case.
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Economic significance in procurement

In practice, typical duty rates for industrial goods without a preference frequently range from a few per
cent to double-digit figures; for goods qualifying for preference, the import duty is regularly nil. For
high-volume series products imported several times a year under a framework order or call-off contract,
this effect adds up considerably. Origin preference is therefore not merely a customs matter but a
significant lever for landed cost calculation and for supplier selection in supplier acquisition.

Rules of origin and evidence procedures

Preference does not arise automatically from the physical place of manufacture, but only from
compliance with the applicable rules of origin together with proper documentation.

Origin criteria: wholly obtained and sufficient working or processing

A good is wholly obtained if it was produced exclusively in the agreement territory, for example mineral
raw materials or crop products. Industrial products generally obtain preference through sufficient
working or processing, verified by means of the origin rules (transition rules for HS headings), value
content criteria or specific manufacturing processes. Only when these thresholds are met may the
supplier issue an origin declaration.

Evidence: origin declaration, REX and certificate of origin

For consignments up to the applicable threshold value, an origin declaration on the commercial invoice
is often sufficient; for higher values, the exporter requires registration as a registered exporter (REX)
with a specifically assigned authorisation reference. Some agreements, in particular with countries that
do not have a REX system, still require a certificate of origin issued by a competent chamber. Buyers
should record the type of evidence required in each case as binding in the procurement and customs
terms as well as in the vendor master data of every supplier.

Long-term and cumulation provisions

Many agreements permit cumulation: materials from another beneficiary country may partially count as
domestic (bilateral, diagonal or full cumulation). This widens sourcing options but requires gap-free
upstream supplier documentation across all production stages — an aspect that also plays a role in
product lifecycle management, since any modification requires the origin assessment to be
re-examined.

Methods and approach for securing origin preference

Buyers do not secure preferences only at the customs declaration stage, but already during supplier
selection and in ongoing contracts. A structured process prevents preferential claims from being silently
lost or wrongly claimed.

Verification in the quotation and qualification phase

Customs and origin issues should already be addressed in the bidder information for the enquiry: which
country does the good come from, does it meet the origin rule, can the supplier issue a long-term origin
declaration? Only bidders that answer these questions in a binding manner are considered on the
supplier shortlist. This allows customs costs to be correctly factored into the total cost of ownership
analysis, rather than being discovered as a surprise after the order has been placed.
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Contractual anchoring

Origin assurances belong in framework agreements and framework orders: the supplier undertakes to
notify immediately any changes to the manufacturing situation, upstream products or tolerance limits.
For sea freight and imports via third parties, the Incoterms CFR and other clauses must also be chosen
such that it is clear who prepares and transmits the preference documents. These provisions belong in
the standardised contract matrix, as does the recurring request for an origin declaration for each
consignment under a call-off contract.

Data management and process integration

Origin assurances, REX references and evidence validity periods should be stored in a structured
manner in the data model of the procurement and customs system and assigned to the respective
supplier identifier. This enables customs declarants to automatically retrieve the correct preference code
and type of evidence when making a declaration. In operational processes such as the freeze fence
prior to quantity firming in materials planning, a reliable origin data position prevents short-term material
shifts from silently altering the preference basis.

Key KPIs and metrics in preference management

Origin preference can be measured and thus managed. Mature organisations continuously monitor the
completeness, validity and economic impact of their preference evidence.

Evidence and completeness key

The key metric is the proportion of preferential imports for which valid evidence is available at the time
of declaration — in practice typically over 98 per cent. In addition, the rate of still-valid long-term origin
declarations and of certificates renewed on time is monitored. Deviations are consistently fed into
complaint management with the supplier.

Customs KPIs and economic efficiency

The realised duty savings per year attributable to preference and the proportion of customs items at a
zero rate demonstrate the monetary impact. In addition, the rate of duties demanded back following
preference audits is an early indicator of process weaknesses. These KPIs are suitable as a basis for
discussion in the regular annual supplier review, for example when a supplier repeatedly provides
delayed or incomplete origin declarations.

Risks and controls

The greatest risk area lies in long-term responsibility: anyone claiming a preference is liable for its
correctness — even years later.

Incorrect or outdated assurances

Typical sources of error are outdated long-term origin declarations, changed manufacturing sites without
notification, upstream suppliers that themselves cannot provide valid assurances, and transitional
periods under new or modernised agreements. The consequences are customs demands for payment
covering past periods, sometimes with interest and fines. Countermeasures include annual revalidation
rounds and spot checks of critical suppliers on site or by documentary review.
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Secondary compliance risks

Origin issues increasingly overlap with sustainability requirements: for conflict minerals from affected
conflict and high-risk areas, and in the context of the Corporate Sustainability Due Diligence Directive
(CSDDD), origin information along the supply chain is required. A structured approach, such as a
supplier ESG improvement plan for suppliers with traceability deficits, efficiently combines customs and
ESG topics. The Restricted Substances List (RSL) from product protection likewise requires traceable
material origins, offering synergies with preference documentation.

Organisational controls

Effective controls include clear responsibilities between procurement, logistics and the customs
department, a documented four-eyes principle for preference declarations, and training for staff working
in procurement and export. Suppliers with repeated preference deficiencies should be placed on an
escalation level; a system supplier of strategic importance, on the other hand, should receive early
support, for example in setting up REX access. This makes it possible to maintain the preference rate
without jeopardising security of supply.

Current developments

Origin law is in motion: new agreements, the digitalisation of evidence and tightened due diligence
obligations are noticeably changing the requirements placed on buyers.

Electronic evidence and data quality

Movement certificates and certificates of origin are being progressively digitised; electronic preference
evidence is replacing paper forms in many trade flows. This raises the degree of automation of the
customs declaration but requires clean master data and structured data management that also
encompasses supplier acquisition and onboarding. Anyone managing preference data in an
unstructured way in emails and PDFs loses efficiency and control in the digital customs context.

Due diligence obligations and traceability

Due diligence obligations along the supply chain draw on the same origin data that is also relevant for
preferences. For companies within the scope of the CSDDD, for raw materials such as tin, tantalum,
tungsten and gold, and for products with forest protection or ESG relevance, traceability down to the raw
material level is becoming a standard requirement. Buyers are well advised to manage origin and
sustainability data in a shared process and data model rather than building two separate evidence
chains.

Scope for shaping procurement strategy

Preference rules can be decisive for site and sourcing decisions: material changes, dual sourcing or a
ramp-up in a new agreement country open up new preference options — or close existing ones. Idea
evaluation and innovation incentive schemes for suppliers should therefore explicitly address the
question of whether a process or material proposal meets, or even improves upon, the origin rule of an
important agreement relationship. This turns product origin from a compliance topic into a design tool of
strategic procurement.

Typical metrics
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Preference evidence rate: > 98 %
Proportion of preferential imports covered by valid evidence at the time of declaration; in practice a typical
benchmark for mature processes.

Revalidation rate: 100 % annually
Proportion of long-term origin declarations renewed on time; anomalies are fed into complaint management.

Realised duty savings: ideally 100 % of the theoretical preference potential
Comparison of preferences claimed against the theoretically possible preference reliefs on the basis of agreement
coverage.

Post-clearance demand rate: 0.00 %
Proportion of preference audits resulting in customs demands for payment; leading risk indicator for supplier
quality.

Practical example

A medium-sized mechanical engineering company imported several hundred precision steel
components annually from an agreement country without claiming a preference because the supplier
did not hold a long-term origin declaration. Following an internal customs analysis, the supplier was
qualified, binding origin assurances were incorporated into the framework agreement, and the
preference data was centrally linked to the supplier identifier in the customs system.

» Verification of the origin rule (transition rule) for all affected HS headings by the supplier with
upstream supplier documentation

» Anchoring of the origin assurance and update obligation in the framework agreement, including
revalidation every twelve months

» Automatic transfer of the preference data to the import declaration via a structured data model

« Inclusion of the evidence rate and realised duty savings as fixed KPIs in the annual supplier review

Conclusion

Origin preference is a customs-law lever with a direct impact on landed costs and at the same time a
sensitive compliance topic with a risk of retrospective effect over years. Buyers should address
preference issues systematically in supplier selection, bidder information and contract clauses. Reliable
documentation with structured master data and regular revalidation prevents costly customs demands
for payment. At the same time, origin data provides the foundation for growing sustainability and
traceability requirements. Anyone who organises product origin as a cross-cutting topic between
procurement, logistics and compliance turns a mandatory task into a measurable cost advantage.

Frequently asked questions

What is origin preference?

Origin preference is the customs-law benefit granted to a good on the basis of preferential origin in an
agreement partner country, usually a reduction in or elimination of import duties. It requires compliance
with the rules of origin of the respective agreement and proper documentary evidence, such as an origin
declaration or a certificate of origin.

When does a good qualify for preferential treatment?
A good qualifies for preferential treatment if it was either wholly obtained in the agreement territory or

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/ursprungspraeferenz



has undergone sufficient working or processing there in accordance with the origin rule (transition rule)
or value criteria. In addition, valid supporting evidence must be available and the transport conditions of
the agreement must be observed.

How long must | retain proof of origin?

In practice, evidence must generally be retained for three years from the end of the calendar year of
export or import; the exact periods depend on the respective agreement and national customs
regulations. Retrospective customs audits can reopen preferential claims years later, which is why
longer retention is often advisable.

What is the difference between preferential and non-preferential origin?

Preferential origin is governed by the technical rules of a trade agreement and gives rise to tariff
concessions. Non-preferential origin follows more general rules and is relevant primarily for trade policy
measures, statements of origin and issues such as conflict minerals.

What is a long-term origin declaration?

A long-term origin declaration covers multiple shipments of identical goods over an extended period,
usually up to twelve months. It significantly reduces the documentation burden, but must be revalidated
regularly and updated by the supplier in the event of material or process changes.

What happens if a preference is claimed incorrectly?

Anyone claiming a preference wrongly must expect to pay back import duties for past periods, frequently
plus interest and, where applicable, fines. This is why binding supplier assurances, regular checks and
clear responsibilities in the customs process are essential.
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