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ADDITIONAL INFORMATION - 

This Inception Impact Assessment aims to inform stakeholders about the Commission's work in order to allow them 
to provide feedback on the intended initiative and to participate effectively in future consultation activities. 
Stakeholders are in particular invited to provide views on the Commission's understanding of the problem and 
possible solutions and to make available any relevant information that they may have, including on possible impacts 
of the different options. The Inception Impact Assessment is provided for information purposes only and its content 
may change. This Inception Impact Assessment does not prejudge the final decision of the Commission on whether 
this initiative will be pursued or on its final content.  

 

A. Context, Problem definition and Subsidiarity Check   

Context  

This initiative is part of the Commission's Action Plan for strengthening the fight against terrorist financing
1
. 

Regulation (EC) No 1889/2005 on controls of cash entering or leaving the Community (the Cash Control 
Regulation) has been in force since 2007. It is part of the existing EU Anti-Money Laundering / Counter Financing 
of Terrorism (AML/CFT) legal framework and implements the Financial Action Task Force (FATF) 
Recommendation no. 32 on cash couriers

2
.  

At EU level, an average of 100 000 declarations are made annually, for a total value of around 60-65 billion Euro.  
Over an average year, approximately 10 000 infractions (failures to declare) are detected, for an amount of 1.2 
billion Euro.  Despite the ever increasing popularity of novel payment methods, there are no indications that the 
use of cash is decreasing.   

The Regulation controls movements of cash across EU external borders and is implemented by the Member 
States.  All persons entering or leaving the EU territory and transporting cash or bearer-negotiable instruments of 
a value of 10,000 EUR or more have an obligation to declare this to the competent authorities, usually the 
Customs authorities of the Member States. The continuous evolution of society and the geopolitical 
developments, such as increased international mobility, increased volumes of cash being moved across borders 
as well as increased criminal activities related to money laundering and terrorism financing,  have resulted in the 
need to amend the Cash Control Regulation.  

Problem the initiative aims to tackle  

The existing Regulation has been subject to regular monitoring
3
 and evaluation. As part of the revision, the 

Commission has also conducted an evaluation of the Regulation and its implementation. The results of the 
evaluation will be presented in a staff working document, which will be published alongside the new proposal.  

While overall the performance of the existing Regulation was judged to be satisfactory, weaknesses and new 
challenges have been identified in the following areas: 

 

(i) Imperfect coverage of cross-border cash movements:  currently, only cash carried by natural persons on 
their person, in their luggage or in their means of transport are covered. The Financial Action Task Force's 
Recommendation 32, (which represents the international standard) its interpretative note and guidance 
documents lay down an obligation to control any cross-border movements, including cash sent in post and freight.  
While these are in principle captured by the regular customs declaration, the level of detail collected is insufficient 

                                                 
1
 Communication from the Commission to the European Parliament and the Council on an Action Plan for strengthening the fight against 

terrorist financing. COM (2016) 50 final. 
2  The full description of the FATF Recommendations can be found here:                                                                    

http://www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf 
3
  Report on the implementation of the Cash Control Regulation, COM(2010) 429 final  

http://eur-lex.europa.eu/resource.html?uri=cellar:e6e0de37-ca7c-11e5-a4b5-01aa75ed71a1.0002.02/DOC_1&format=PDF
http://www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/FATF_Recommendations.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52010DC0429&from=EN


    
            2 

in the fight against terrorism and money laundering.   

(ii) Difficulties regarding the exchange of information between competent authorities:  the tools available for 
information exchange are cumbersome and the purpose, use and modalities of the exchange impede efficient 
sharing, are unclear and depend to some extent on national legal provisions, leading to unequal application.   

(iii) Impossibility for competent authorities to temporarily detain sub-threshold amounts:  currently, the 
declaration threshold is 10 000 Euro or more.  In cases where amounts are purposefully split up between 
individuals or when there is a suspicion of underlying illegal activity, the Regulation allows for the recording of 
limited declaration data and making it available to the national Financial Intelligence Unit but has no provision 
allowing authorities to temporarily detain the cash in question. 

(iv) Imperfect definition of 'cash':  while the current definition of cash as used in the Regulation mirrors the 
FATF definition, several Member States have indicated that other than cash money and bearer negotiable 
instruments, precious metals are also used to transfer value.   

(v) Divergent implementation of 'penalties', resulting in effectiveness and proportionality issues:  the current 
penalties defined by each Member State are widely divergent.  The European Court of Justice has pointed out 
proportionality issues while the Commission believes that there might also be overall effectiveness issues.   

(vi) Different implementation levels among Member States:  this becomes evident in the areas such as the 
reporting of statistical data relating to declarations or infractions in Member States.  While collection and analysis 
are performed on a voluntary basis by most Member States, no standardised procedure is laid down.   

(vii) Divergent national measures to raise awareness:  almost 10 years after having entered into force, 
substantial differences seem to exist in efforts at awareness-raising of travellers across Member States.  
Consideration should be given to a harmonised initiative regarding the provision of information to the public. 

Subsidiarity check (and legal basis)   

The legal basis for the amendment of the Regulation shall remain unchanged: Art. 33 (Customs cooperation) and 
Art. 114, TFEU (Internal market) of the Treaty on the Functioning of the European Union (TFEU).  

Regarding Art. 33, TFEU, the proposed amendments clarify the scope and essential elements of this cooperation 
to a degree which could not be achieved by national measures alone. If only national measures were to be 
employed, that would be detrimental to achieving an effective and efficient implementation of the Regulation. 

Regarding Art. 114, TFEU, the proposed amendment is in line with the subsidiarity principle as it further ensures 
and reinforces the establishment of a level playing field in all Member States.   

The amendments would ensure, taking into account national competencies of the Member States, a rigorous 
definition of essential concepts and procedures, thereby ensuring a more consistent implementation of the 
Regulation which could not be reached in the absence of harmonisation at EU-level.  A solely national approach 
could, taking into account the flows of money in question, have a distortive effect and promote ‘forum shopping’ 
(choosing the Member State where the penalties are the lowest and enforcement is weak) by persons and entities 
subject to the Regulation.   

B. Objectives and Policy options        

The overall objective of the proposed amendments is to ensure that the Regulation is strengthened in areas 
where the changed environment, experience gained in its application and feedback received from stakeholders 
indicate that improvements could be realised.   

The general objectives of the Regulation would remain unchanged: to prevent facilitation of money laundering 
and terrorist financing by cash movements to/from the EU and to promote a harmonious, balanced and 
sustainable development of economic activities throughout the internal market  
The specific objectives relate to implementing of an effective and equivalent level of control on movements of 
cash crossing the borders of the Union and complementing the control system on the prevention of money 
laundering through obliged entities under the AML/CFT directive. 

Without amendment, the provisions of the current Regulation would remain in force.  The current description of 
the baseline is the following: no change to the present regulatory system and continue to apply the standard 
customs declaration system to cash shipped in post and freight. Declaration and infringement data is shared 
between competent authorities in different Member States only in case of indications of suspicious activity. 
Authorities do not have the power to temporarily detain the cash in case of indications of illegal activities 
concerning the movement of cash if the amount is lower than the 10 000 EUR threshold. The penalties applied by 
Member States will continue to diverge, as each national authority interprets the general guidance in slightly 
different ways, thus leading to an unequal treatment of citizens crossing the EU borders. As there is currently no 
legal obligation to raise public awareness, those who travel across the EU borders will risk not being informed 
correctly about their rights and obligations related to carrying cash amounts. 

The following possible options could address each of the main problems identified in the evaluation of the 
Regulation and those that have been raised by stakeholders: 

(i) Better coverage of cross-border cash movements:  Developing a mechanism which allows competent 
authorities to correctly control any cross-external EU border movement of cash as is laid down by the international 
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FATF standards. 

(ii) Improved exchange of information between competent authorities:  Streamlining and providing uniformity 
in the exchange of information between competent authorities within the same Member States and between 
different Member States.   

(iii) Enabling competent authorities to temporarily detain sub-threshold amounts:  Laying down a 
mechanism which allows competent authorities to register the information, transfer the information and temporarily 
detain sums of cash lower than the declaration threshold in case of reasonable suspicion. 

 (iv) Extended definition of 'cash':  consider including precious and highly liquid (exchangeable) commodities 
such as precious metals which are used as stores of value and brought into and out of the EU under the definition 
of ‘cash’. 

 (v) Approximation of 'penalties', for failure to declare, in order to reduce the divergent and disproportionate 
application of penalties for failure to declare and establish/maintain a level playing field between Member States.  .  
Paying special attention to national competence and subsidiarity in the areas of penalties, a measure of 
approximation or guidance could be issued so as to limit proportionality issues, establish a level playing field and 
provide more equal treatment for the same objective infraction.  

(vi) Convergent implementation levels among Member States:  Clarify the obligations of Member States under 
the amended Regulation and establish a harmonised mechanism for the collection and transmission of meaningful 
statistical data to the Commission. 

(vii) Coordinated national measures to raise awareness:  Lay down harmonised measures and procedures to 
inform travellers and enterprises about their obligations under the Regulation. 

C.  Preliminary Assessment of Expected Impacts  

 

Likely economic impacts 

Economic impacts as compared with the present state of the Regulation are expected not to be major, depending 
on the policy options chosen.  

A preliminary study as well as a cautious interpretation of the outcome of the open public consultation do not 
indicate major impacts specifically for SMEs, as these are not typically involved in cross-external border 
movement of sums of cash or bearer-negotiable instruments which would be subject to declaration.  

Depending on the final option chosen, if the definition were expanded to cover gold or precious stones, those 
companies that are active in this sector might be affected by an additional administrative burden of having to file a 
declaration, if the value threshold is exceeded. However, the options will also look at minimising this burden by 
looking at the possibility of opting for a disclosure mechanism, where there would be no systematic obligation to 
submit a declaration but only do so upon request from competent authorities  

Likely social impacts  

Social impacts could be an increased administrative burden imposed mainly on businesses, but also on tourists, 
while positive impacts could be better security and a better understanding and support of the measures taken to 
protect society and individuals from the deleterious effects of undeclared cash movements. It could also improve 
the fight against terrorism and other forms of serious crime with highly detrimental societal effects. 

Likely environmental impacts 

No environmental impact is reasonably expected, given the nature and scope of the proposal. 

Likely impacts on fundamental rights 

The choice of certain policy options can have an impact on areas regarding fundamental rights / personal data 
protection, depending on the option chosen and the implementing modalities. The options will take into account 
the need to minimise any negative effect on the fundamental rights of citizens, but also to balance this 
fundamental requirement with the duty of public authorities to fight terrorism and money laundering.    

In case there would be an approximation of penalties, the positive impacts would related to an equal treatment of 
citizens carrying cash over the borders of the EU: they would be subject to similar requirements and would not risk 
being disproportionally punished for failure to declare, depending on the entry/exit point in the EU territory.  

Likely impacts on simplification and/or administrative burden 

Negative impacts would be an increase in administrative burden (extra declarations to be filed) for persons 
transferring cash through post and freight, depending on the policy options chosen.  

D. Data Collection and Better Regulation Instruments  

Impact assessment 

Work is already well advanced on the Impact Assessment and an interservice steering group has been set up and 
has met several times already.    
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In addition to the relevant services from DG Taxation and Customs Union (TAXUD), the following Commission 
services have been involved: 

- DG Economic and Financial Affairs (ECFIN) 

- DG Financial Stability, Financial Markets and Capital Markets Union (FISMA) 

- DG Internal Market, Industry, Entrepreneurship and SME's (GROW) 

- DG Justice and Consumers (JUST) 

- DG Migration and Home Affairs (HOME) 

- DG Secretariat General (SG) 

- Legal Service (SJ) 

- European Anti-Fraud Office (OLAF) 

Data collection  

Existing sources of information: 

Studies, reports and documents conducted and published by the Financial Action Task Force (FATF) and the 
regional body, Moneyval

4
, the most important of which are: 

 FATF Recommendation 32 on cash couriers and its interpretative note and best practices 
paper (2012 version) 

 Money laundering through the Physical Transportation of Cash, October 2015 
 FATF report on Financing of the terrorist organisation Islamic State in Iraq and the Levant 

(ISIL), February 2015 
 

Study by Europol 'Why is cash still King', July 2015 

The Report from the Commission to the European Parliament and to the Council on the application of Regulation 
(EC) No 1889/2005 of the European Parliament and of the Council of 26 October 2005 on controls of cash 
entering or leaving the Community, submitted pursuant to article 10 of the regulation; 

Evaluation of Regulation (EC) N° 1889/2005 on controls of cash entering or leaving the Community. This 
evaluation, takes into account feedback from Member States' national experts on cash controls, analyses 
statistical data provided by Member States, the outcome of targeted questionnaires, an open public consultation 
which has been conducted as well as the evolution on FATF-level. 

The Commission has presented this initiative to the Cash Controls expert group and has used the opportunity to 
collect further input from Member States’ representatives.  

Given that the data collection period is over, no additional data is currently planned to be collected.   

Consultation strategy  

The affected stakeholders and the extent to which they are affected depend on the policy option chosen.  For the 
purposes of identifying stakeholders a 'maximum potential impact approach' was followed. The main stakeholders 
for the purpose of the Regulation are: 

Persons carrying amounts of cash across the external EU borders. In case the scope of the regulation would be 
extended to cover gold and precious stones, then natural persons would also be impacted by new obligations to 
declare.   

An extension of the scope of the Regulation would also mean that businesses shipping, receiving or transporting 
cash could be subjected to the obligation to declare. This could have an impact on financial institutions sending 
cash shipments into/out of the EU using freight or general cargo and also on companies that are trading across 
the borders of the EU.  Companies engaged in the trade or transport of commodities such as gold and precious 
stones who could be subjected to new declarative obligations beyond the customs declaration. 

Public authorities who might become subject to modifications that impact existing arrangements  would be most 
affected by any proposed measures. Member States’ Financial Intelligence Units would also be affected as well 
as other authorities engaged in the temporary detention of  cash and the follow-up of the procedures 

Additionally, private operators such as (air)port authorities could be concerned as these may have to tolerate or 
facilitate initiatives related to public awareness campaigns (i.e. provide a space where information posters could 
be displayed, or a virtual tab on their website where the information could be included).   

 

A public consultation was organised in 2015 in which major policy options were proposed and feedback was 
sought.  37 responses were received, mostly from private citizens. The summary report of this stakeholder 
consultation can be accessed online

5
.   

                                                 
4
  The Committee of Experts on the Evaluation of Anti-Money Laundering Measures and the Financing of Terrorism – 

(Moneyval) is a permanent monitoring body of the Council of Europe. 

http://www.coe.int/t/dghl/monitoring/moneyval/
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Will an Implementation plan be established?  

No implementation plan will be established, given that the Regulation will not be one of a complex nature.  

 

                                                                                                                                                                            
5
  Summary report  of  open public consultation  

http://ec.europa.eu/taxation_customs/resources/documents/common/consultations/customs/cash_survey_summary_report_en.pdf

