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1. Why are 

free zones

considered as 

a risk

factor?



Why are now free zones 

considered as a risk factor?

• The EU Commission has not detected so

far that free zones in the EU are

systematically used to commit fraud

• However, free zones have been taken

into consideration for the current EU

Commission Supra National Risk

Assessment (Report COM(2019) 370 dated

on 24/07/19
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Why are now free zones 

considered as a risk factor?

• Risk factors:

 Possible misuse related to counterfeiting,

infringements on VAT or Intellectual Property

Rights, as well as money laundering

 Lack of precise identification on the

beneficial owner
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2. Free Zones

in the EU 

customs

legislation
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EU Customs Union 

• EU Member

States

• Monaco
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Free Zones in the EU

• There are currently 84 Free Zones in

the EU:
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Union Customs Code (UCC) Legal 

Architecture
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Special procedures

• 'Special procedures' allow total or

partial relief from import duty and are

established in Articles 210 et seq. UCC

• 'Special procedures' are:

i. Transit

ii. Storage (Articles 237 et seq. UCC)

iii.Specific use; and

iv. Processing
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Special procedures: Storage
• 'Storage' comprises:

 a) Customs warehousing

 b) Free zones (Articles 243 to 249 UCC)

• When non-Union goods enter a Free

Zone, they are not subject to import

duty, internal taxes (vg. VAT or

excises) and commercial policy

measures

• Such goods remain under customs

supervision, until released for free

circulation or re-exported

• The goods can be stored with no time-

limit, except in case of threat to
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Special procedures: Free Zones

• Free zones are enclosed areas

designated as such by the Member

States within the customs territory

of the Union

• The perimeter and exit and entry

points of the free zones are subject

to customs supervision

• Persons, goods and means of transport

entering and exiting free zones may

be subject to customs controls
12



Special procedures: Free Zones

• Role of customs authorities:

 Prior approval before construction of

buildings

 Any activity carried out in free zones

must be notified in advance to customs

 Customs may impose prohibitions and

restrictions to such activities

 Customs may prohibit persons who do not

provide assurance of compliance to carry

out activities within free zones

• Member States are responsible for the

implementation of customs rules
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Special procedures: Free Zones

• Presentation of non-Union goods

before placement under the free zone

procedure (temporary storage

declaration has to be lodged before

placement)

• Non-Union goods can be placed under

the free zone procedure without

lodging a customs declaration

• Union goods may enter free zones

• Any industrial, commercial or service

activity is permitted in a free zone
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3. Actions

taken by the

EU
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Actions taken by the EU 

Commission• The EU Commission, after analysing

the state of play concerning possible

fraudulent activities in free zones,

concluded that it has not been

demonstrated that free zones in the EU

are systematically used to commit

fraud

• However, the EU Commission considers

that free zones may be attractive

places for money laundering
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Actions taken by the EU 

Commission• The 4th Anti-Money Laundering

Directive (Reg. (EU) 2015/849) applies

to any person trading goods if

payments in cash ≥ EUR 10 000 for one

or several linked operations

• The 5th Anti-Money Laundering

Directive (Reg. (EU) 2018/843)

extended the scope to any person

storing, trading or acting as

intermediary in the trade of works of

art carried out in free ports goods if
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Actions taken by the EU 

Commission• The application of the AMLD entails:

 Member States must ensure application of due

diligence

 Due diligence mainly comprises

identification of customer, beneficial owner

and purpose of the transaction by the

persons falling under the scope of the AMLD

• Beneficial owner is the natural

person(s) who ultimately owns/controls

the customer and/or the natural

person(s) on whose behalf the

transaction or activity is being
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Actions taken by the EU 

Commission

• Examples of beneficial owner:

 Person who owns/controls a corporate entity

(e.g. ≥ 25 % direct/indirect share);

 settlor, the trustee or any person

exercising ultimate control over a trust

• Transposition of the 5th AMLD:

 Luxembourg already transposed it

 Deadline for transposition is 10/01/2020
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General 

conclusions
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Some general conclusions

• Free zones have been taken into 
consideration for the current EU 

Commission Supra National Risk 

Assessment because of certain risk 

factors (e.g. lack of information of 

beneficial owner

• Non-Union goods in free zones are 

subject to customs supervision and 

may be subject to controls under the

responsibility of the Member States

• The EU Commission has analysed the
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Some general conclusions

• After such analysis, no relevant
cases of money laundering have been

detected

• However, the scope of the AMLD has 

been broadened in order to include

persons involved in free zones

• These persons must be obliged by the

Member States to apply due diligence

• These measures aim to mitigate the

risk of money laundering in free 

zones
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Thank you for your attention: 

any questions?
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