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1. Directive (EU) 2017/1371' represents both a key instrument in the harmonization
of Member States’ criminal law in the field of the protection of the EU financial
interests and a structural cornerstone in the architecture of European criminal
enforcement. By establishing «minimum rules concerning the definition of criminal
offences and sanctions with regard to combatting fraud and other illegal activities

* This study complements the research of 2023-IT-NET4FEU New European Tools for the Financial interests of
the EU, GA 101140609 2023-IT-NET4FEU and is based on the presentation delivered during the final conference,
Torino, 4, 5, 6 February 2026.

! Directive of the European Parliament and of the Council of 5 July 2017 on the fight against fraud to the Union's
financial interests by means of criminal law (hereafter PIF Directive). The adoption of the directive represented
a significant change, since the «transposition of the pertinent provisions into national legal systems» became
«binding for Member States under the threat of monetary penalty», M. Kaiafa-Gbandji, The protection of the EU’s
financial interests by means of criminal law in the context of the Lisbon Treaty and the 2017 Directive (EU 2017/1371)
on the fight against fraud to the Union’s financial interests, in ZIS - Zeitschrift fiir Internationale
Strafrechtsdogmatik, 2018, 575.
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affecting the Union’s financial interests»?, the Directive provides a common normative
framework for the implementation of EU criminal law in this area. At the same time,
the Directive also defines the material scope of the competence of the European Public
Prosecutor’s Office (hereinafter: EPPO): pursuant to article 22 of Regulation (EU)
2017/19393, the EPPO is competent to investigate offences affecting the Union’s
financial interests* as defined in the Directive and implemented in national law,
irrespective of their formal classification under domestic criminal law>.

The two core functions of the Directive are evidently closely intertwined: the
domestic implementation of the PIF Directive is indispensable not only for ensuring
effective protection of the Union’s financial interests, but also, in functional terms, for
enabling the EPPO to exercise its mandate®. Although the material scope of the EPPO’s
competence is determined by reference to EU law, the criminal relevance of specific
conduct can only be established under national legislation (albeit irrespective of the
formal nomen juris attached to the offence under which such conduct is subsumed)?”.

2 Art. 1, PIF Directive.

3 As established in art. 22 of the Council Regulation (EU) 2017/1939 of 12 October 2017 implementing enhanced
cooperation on the establishment of the European Public Prosecutor’s Office (‘the EPPO’) (herafter: EPPO
regulation): «The EPPO shall be competent in respect of the criminal offences affecting the financial interests of
the Union that are provided for in Directive (EU) 2017/1371, as implemented by national law, irrespective of
whether the same criminal conduct could be classified as another type of offence under national law. As regards
offences referred to in point (d) of Article 3(2) of Directive (EU) 2017/1371, as implemented by national law, the
EPPO shall only be competent when the intentional acts or omissions defined in that provision are connected
with the territory of two or more Member States and involve a total damage of at least EUR 10 million».

4 As it has been noted, «the prospect of creating a European Public Prosecutor derived real impetus from the
successful negotiation of the new Article 86 TFEU, which was enshrined in the Lisbon Treaty», ]. Oberg, The
Normative Foundations for EU Criminal Justice Powers, Limits and Justifications, London 2024, 93: indeed, it is
pursuant to art. 86(1) TFUE that the establishing of a European Public Prosecutor Office (hereinafter: EPPO) is
envisaged «[i]n order to combat crimes affecting the financial interests of the Union».

5 This constitutes the minimum and essential core of the EPPO’s competence. From this core, however, as will
be shown shortly, further areas of competence arise. These extensions, while maintaining a link of varying
intensity with PIF offences, further broaden the material scope of the EPPO’s material competence.

® This crucial aspect is closely linked to the fact that the EPPO Regulation is «[tJhe outcome of many
compromises between the Commission’s view of a more supranational, vertical model of European prosecution
and Member States’ more intergovernmental, sovereignty-friendly views of the EPPO, the finally adopted text of
the EPPO Regulation introduces a system of prosecution consisting of a (highly complex) centralized, and a
decentralized level of European prosecution», V. Mitsilegas, European prosecution between cooperation and
integration: The European Public Prosecutor’s Office and the rule of law, in Maastricht Journal of European and
Comparative Law 2021, Vol. 28(2), 247.

7 «[B] being the material scope of the EPPO established by referring to the provisions in the PIF Directive “as
implemented by national law”, the exact scope of competence of this first European investigating and
prosecuting authority finally arises out of national legislations. As a result, the latter becomes decisive in setting
the boundaries of individual responsibility in the concrete case», R. Sicurella, The EPPO’s material scope of
competence and nonconformity of national implementations, in NJECL, 2023, Vol. 14(1) 18-33.
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It is therefore incumbent upon Member States to render the EPPO’s competence
effective also through the “Europeanisation” of their domestic criminal law, i.e.,
ensuring the existence of domestic offences incorporating at least the minimum
constituent elements of the crimes enumerated in the PIF Directive. In sum, the
Directive plays a decisive role for the EPPO not only directly, in delineating the scope
of its competence, but also indirectly, as it compels Member States to overcome the
“parochial attitude” of domestic criminal law®. And it does so, imposing the conformity
to the minimum standards established with regard to both the definition of offences
and the applicable sanctions.

Consequently, especially during the first decade of the EPPO’s activity, Member
States have gradually experienced a process of Europeanisation of their domestic
criminal law systems. Numerous studies, including comparative analyses, have already
examined this progressive alignment, as well as the persisting gaps and divergences?®.
The present study does not seek to revisit this line of inquiry. Rather, it shifts the
analytical focus from legislative alignment to the empirical configuration of PIF
criminality as it emerges from prosecutorial practice. Adopting a practical and
empirical perspective and maintaining a supranational outlook, it thus examines the
empirical manifestations of criminal conduct affecting the Union’s financial interests,
with a view to identifying recurring patterns and potential indicators of PIF offences,
particularly in relation to specific categories of such crimes. Methodologically, the
study is therefore based on a systematic analysis of EPPO reports issued over the past
five years. Conducting this analysis, the article ultimately seeks to identify a set of
indicators that may be used for investigative purposes, namely for the development of
early detection tools and algorithmic systems capable of triggering mechanisms for the
rapid freezing and seizure of EU funds.

The article is structured as follows. Before turning to the core of the analysis, it first
briefly delineates the EPPQO’s operational scope, addressing its material competence as
well as its territorial and personal jurisdiction. It then examines the definitions of PIF
offences contained in the Directive, with a view to outlining their defining
characteristics and identifying their constitutive elements as established therein.

8 G.P. Fletcher, Basic Concepts of Criminal Law, Oxford 1998, 3; M.D. Dubber, The Historical Analysis of Criminal
Codes, in Law and History Review, Vol. 18 (2), 2000, 433-440.

9 See, for example, I. Sammut-J. Agranovska (eds.), Implementing and Enforcing EU Criminal Law. Theory and
Practice, The Hague 2020, passim. More in general, on the difficulties affecting «the alignment of national rules
with a standard prescribed by Union law», see, recently, W. Schroeder, Limits to European Harmonisation of
Criminal Law, 2020, Vol. 15(2), in eucrim, 144-148.

La legislazione penale
ISSN: 2421-552X 3 28.2.2026



llp

Opinioni The empirical configuration of PIF crimes L. Ricci

Having clarified this normative framework, the study proceeds to the empirical
analysis of EPPO reports. This central section focuses on recurring indicators of PIF
offences, devoting particular attention to the most frequently investigated categories
of crime. Finally, the article concludes with some final reflections and presents a
preliminary draft of the proposed annex.

2. The first paragraph of Article 22 of EPPO Regulation defines the primary scope of
application of the EPPO's jurisdiction. This core area is represented by PIF offences in
their various possible forms of intentional commission (therefore also including
incitement, aiding and abetting, participation, attempt and corporate commission)™.
From this core competence, two additional clusters of investigative competence of the
EPPO emerge: the one of PIF Crime-Focused Criminal Organizations and the one of
Offences Inextricably Linked to those mentioned in art. 22(1), i.e., PIF Offences. As a
result of this extension, on the one hand, the EPPO shall be competent in relation to
the participation in a criminal organization if the conduct is criminalized under
national law; falls within the minimum definition contained in Framework Decision
2008/841/JHA; is focused on the committed PIF offences. This reference to the
Framework Decision gives rise to a number of critical issues, which stem from the
shortcomings that already affect the Decision itself and have been thoroughly
identified by authoritative scholars™.

On the other hand, the EPPO’s competence potentially covers those offences whose
commission is inextricably linked to the commission of PIF Crimes. The nature of this
last area of potential intervention by the EPPO has been qualified as «fluid»". As many
scholars noted, it defines an extended or ancillary competence which may encompass
non-harmonized offences and even offences that do not fall under the scope of the
Union’s (prescriptive) jurisdiction, as defined in Art. 83(1) and (2) TFEU (though
already quite wide ranging). According to the recommendation n. 54, the potential
extension of EPPO’s competence on these offences should ensure, on the one hand,

' In the specific case of VAT offences, however, EPPO competence is subject to additional conditions: the
conduct must be cross-border and involve a total damage of at least ten million euros.

" See for instance P. Caeiro-L. Foffani-V. Mitsilegas, Strengthening the Fight against Economic and Financial
Crime within the EU, 2020, Vol. 15(3), in eucrim, 248-252

2], Guerra, The Material Competence of the EPPO and the Concept of Inextricably Linked Offences, 2021, Vol.
16(1), in eucrim, 49-50.

3 Ibid.; see also A. Nieto Martin-M. Mufioz de Morales Romero, The Office of the European Public Prosecutor and
Related Offences: Deconstructing the Problem, in P. Asp (ed.), The European Public Prosecutor’s Office - Legal
and Criminal Policy Perspectives, Stockholm 2015, 120-155.
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the efficient investigation of offences affecting the financial interests of the Union and,
on the other, the compliance with the principle of ne bis in idem. Furthermore, the
notion of ‘inextricably linked offences’ should be considered in light of the relevant
case-law which, for the application of the ne bis in idem principle, retains as a relevant
criterion the identity of the material facts (or facts which are substantially the same),
understood in the sense of the existence of a set of concrete circumstances which are
inextricably linked together in time and space™.

Moreover, as a general rule, EPPO should refrain from investigating if the national
sanction provided for the inextricably linked offence is equal or more severe than the
one for the PIF Offence and the inextricably linked offence has not been instrumental
to commit the PIF Offence®. In addition, there are further general constraints to the
exercise of EPPO’s competence which concern the entity of the caused damage or the
prevalence of the EU interest. Hence, on the one hand, if the offence caused or is likely
to cause damage to the Union’s financial interests of less than EUR 10 ooo EPPO may
only exercise its competence if: (a) the case has repercussions at Union level'® which
require an investigation to be conducted by the EPPO; or (b) officials or other servants
of the Union, or members of the institutions of the Union could be suspected of having
committed the offence”.

On the other hand, with the exemption of the offences qualifiable as frauds
concerning non-procurement related expenditure, procurement related expenditure
and cross-border frauds concerning VAT revenue (with the limits we will see), the
EPPO should refrain to investigate if there is a reason to assume that the damage
caused or likely to be caused, to the Union’s financial interests by an offence as referred
to in Article 22 does not exceed the damage caused, or likely to be caused to another
victim. Anyway, these constrain could be overcome with the consent of the competent
national authority, when it appears that the EPPO is better placed to investigate or
prosecute’®,

4 More on this point see, for example, E. Sibon, Ancillary Crimes and Ne Bis in Idem, in W. Geelhoed et al. (eds.),
Shifting Perspectives on the European Public Prosecutor’s Office, The Hague, 2018, 129 ss.

5 Rec. 56 EPPO Regulation explains this provision and the notion of instrumentality: ‘such other offence has
been committed for the main purpose of creating the conditions to commit the offence affecting the financial
interests of the Union, such as an offence strictly aimed at ensuring the material or legal means to commit the
offence affecting the financial interests of the Union, or to ensure the profit or product thereof .

16 Rec. 59 EPPO Regulation which provides some examples of this circumstance.

'7 Art. 25(2) EPPO Reg.

18 Art. 25(4)) EPPO Reg.
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In addition to these general limits linked to the relevance of the offence, both in
quantitative and qualitative terms, according to art. 23 (Territorial and personal
competence of the EPPO) the EPPO should be competent only if the offence was
committed, in whole or in part: on the Member States’ territory; by a national of a
Member State, provided that a Member State has jurisdiction for such offences when
committed outside its territory; by EU officials and other public servants, outside the
territories of MS, provided that a Member State has jurisdiction for such offences when
committed outside its territory. The provision thus expressly refers to some of the
general principles governing the exercise of criminal jurisdiction and, consequently,
the spatial application of criminal law. Accordingly, EPPO competence is grounded
primarily on the territorial principle, understood in accordance with the ubiquity
doctrine, but may also be based on the active personality principle. In the latter case,
it is worth noting that the EPPO’s jurisdiction necessarily depends on the existence of
a corresponding national extension of extraterritorial criminal jurisdiction, since the
exercise of EPPO competence presupposes that the relevant conduct falls within the
scope of national criminal jurisdiction as defined by domestic law.

3. Coming now to the structure and the features of PIF Offences, the PIF Directive
distinguishes between two macro-groups of offences. The first group encompasses
frauds affecting the Union’s financial interests, whereas the second group refers to a
set of «other PIF offences». As already stressed, the Directive does not contain self-
standing criminal provisions'; instead, it describes the minimum common elements
of the conducts that the Member States are obliged to criminalize through their
national laws. Next, each Member State is responsible for incorporating them into its
legal system, even by adopting more stringent rules. In the following sections, the two
groups will be analyzed in detail.

3.1. According to art. 3 of the Directive, fraud is defined as any intentional acts or
omissions concerning both expenditure and revenue, including VAT own resources.
Fraud concerning procurement related expenditure should be criminalized at least
when committed in order to make an unlawful gain for the perpetrator or another by
causing a loss to the Union's financial interests. Fraud concerning EU VAT resources,
on the other hand, are relevant at the EU level, and consequently fall within the

9 Art 83 (1) and (2) TFUE.
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material scope of the EPPO when they involve the territory of at least 2 Member States
and involve a total damage of at least EUR 10 million. Fraudulent conduct typically
takes the form of:

- false or incomplete statements and documents,

- non-disclosure of information,

- misapplication of legally obtained assets, funds, benefits with damages to the
EU financial interests in the case of procurement-related expenditures.

- The deliberate concealment of non-payment of VAT or the improper
establishment of VAT refund claims

The effects of these conducts should be, in the case of frauds concerning
expenditures, the misappropriation or wrongful retention of EU funds, and, in the case
of frauds concerning revenues, the illegal diminution of the of the resources of the
Union budget or of budgets managed by the Union, or on its behalf.

3.2. Article 4 extends then the scope of the protection of the EU's financial interests
(and consequently, of the EPPO’s competence) by requiring Member States to
criminalise conduct that affects those interests and often accompanies, facilitates or
follows fraud. This includes money laundering, active and passive corruption, and
misappropriation by public officials.

For the definition of Money Laundering the Directive refers only to Art. 1(3) of the
Directive (EU) 2015/849 on the prevention of the use of the financial system for the
purposes of money laundering or terrorist financing, recently amended in December
2024. The PIF Directive is thus narrower in scope than the AML Directive, as stressed
by some authors*. Anyway, money laundering as described in Article 1(3) of Directive
(EU) 2015/849 is relevant as a PIF offence when involving property derived from the
criminal offences covered by the PIF Directive. Namely, for the purposes of the PIF
Directive, money laundering is understood as a set of intentional conducts connected
to the handling of property derived from criminal activity. It includes, first, the
conversion or transfer of such property where the offender is aware of its illicit origin
and acts with the aim of concealing or disguising that origin, or of assisting another
person involved in the criminal activity to evade its legal consequences. Money
laundering also encompasses the intentional concealment or disguise of the true
nature, source, location, movement, ownership or related rights of property, again in

20 P_ Caeiro-L. Foffani-V. Mitsilegas, op. cit., 250.
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the knowledge that it derives from criminal activity. In addition, the notion covers the
acquisition, possession or use of property when the individual knows, at the time of
receipt, that the property originates from a criminal offence. Finally, the concept of
money laundering extends to all forms of participation in these conducts, including
attempts, as well as aiding, abetting, facilitating or counselling the commission of any
of the aforementioned acts.

The last 3 other PIF offences are those involving Public Officials* both actively and
passively: passive and active corruption and misappropriation. Passive corruption is
defined as: «the action of a public official who, directly or through an intermediary,
requests or receives advantages of any kind, for himself or for a third party, or accepts
a promise of such an advantage, to act or to refrain from acting in accordance with his
duty or in the exercise of his functions in a way which damages or is likely to damage
the Union's financial interests». Active corruption is defined as: «the action of a person
who promises, offers or gives, directly or through an intermediary, an advantage of any
kind to a public official for himself or for a third party for him to act or to refrain from
acting in accordance with his duty or in the exercise of his functions in a way which
damages or is likely to damage the Union's financial interests». Finally,
misappropriation is defined as: «the action of a public official who is directly or
indirectly entrusted with the management of funds or assets to commit or disburse
funds or appropriate or use assets contrary to the purpose for which they were
intended in any way which damages the Union's financial interests».

4. Turning to the empirical data, the analysis of the last EPPO’s reports® reveals the
presence of recurring trends and patterns concerning PIF violations. First of all, a clear
recurring trend regards the constant prevalence of investigations relating to non-
procurement expenditure fraud?, followed by VAT revenue fraud*# and procurement-
related frauds *» . Furthermore, offences committed by PIF-focused criminal

2 As defined within the framework of the same PIF Directive.

22 EPPO 2021 Annual Report, Luxembourg: Publications Office of the European Union, 2022; EPPO Annual
Report 2022 Luxembourg: Publications Office of the European Union, 2023; EPPO Annual Report 2023
Luxembourg: Publications Office of the European Union, 2024; EPPO Annual Report 2024, Luxembourg:
Publications Office of the European Union, 2025; EPPO Annual Report 2025, Luxembourg: Publications Office
of the European Union, 2026.

3 E.g., 2105 cases in 2024; 1820 cases in 2025 (almost 51% of the active cases investigated).

24 E.g., 1287 cases in 2024; c.a. 18% of cases in 2025.

*5 E.g., 591 cases in 2024; 648 cases in 2025.
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organizations?°, inextricably linked offences®’ (for example forgery) and non-VAT
revenue frauds®® (with the prevalence varying depending on the year) also represent a
significant portion of EPPO cases. Less frequently investigated appear to be, instead,
money laundering®?, corruption3® and misappropriation3'.

These data prompt some reflections. On what factors do these figures depend? Is
the number of investigations directly proportional to the number of violations, or is
there no one-to-one correspondence between the two? If the latter is the case, which
elements determine the concentration of investigative efforts on one type of violation
rather than another? It is plausible that additional factors play a role, such as the
degree of specialization and scope of expertise of the investigative authorities, the
geographical distribution of investigations, and the varying levels of enforcement
activism across Member States. Anyway, it is not possible, at this stage, to advance a
conclusive explanation for these interrogatives. For the purposes of the present
inquiry, the relevance of the ranking lies solely in its function as a criterion for selecting
the offences to be subjected to further analysis. This is why the recurring patterns
examined in the following paragraphs concern predominantly, if not exclusively, fraud
offences. These are the categories for which the reports make available the most
substantial empirical material, thus enabling a more accurate reconstruction of their
concrete phenomenology. The following paragraphs present these patterns in detail,
organized according to the type of offence.

4.1. According to the EPPO reports, non-procurement expenditure fraud mainly
affects these sectors: agricultural subsidies and direct payment, rural development,
maritime and fisheries development programmes, infrastructure, human resources
development programmes, Covid-19 related recovery funds, training services,
construction, research and innovation, local infrastructure development, care services,
youth and unemployed integration into the labour market, water infrastructure and
support for small to medium-sized enterprises (SMEs), Erasmus programs. Common
patterns of this type of fraud include:

6 E.g., 385 cases in 2024; 529 cases in 2025.

*7 E.g., 808 cases in 2024; 615 cases in 2025.

8 E.g., 480 cases in 2024; around 12% of the active cases investigated in 2025.
29 E.g., 380 cases in 2024; 350 cases in 2025

3° E.g., 191 cases in 2024; 169 cases in 2025

3 E.g., 115 cases in 2024; 153 cases in 2025
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- Claiming EU subsidies with false declarations regarding specific funding
requirements (such as eligibility and exclusion criteria - including expert diplomas or
concealing disqualifying circumstances such as prior criminal convictions), or by
creating artificial circumstances in order to meet eligibility conditions (e.g. by over-
declaring the size or quality of eligible agricultural land)

- Requesting reimbursement for services that were not or not fully delivered or
were underperformed - this kind of conduct has highly occurrence in the education
sector and care services.

- Submitting Proposals for fake projects, including incorrect information about
the execution and specific requirements of projects

- Submitting inflated additional costs, false statements regarding the payment of
experts or subcontractors, false attendance records for workshops or training
programs, or false invoices to artificially increase the price of the purchased
equipment, in order to claim higher EU subsidies.

- Manipulation of financial statements (e.g. by misrepresenting staff costs), to
increase the amount of the payments received

- Claiming and receiving double funding, where, through deceit, an activity is
funded several times by different authorities (often in different Member States), who
are unaware of the contributions the others have made.

4.2. Procurement expenditure fraud often displays with the unlawful manipulation
of tendering procedures for public works, such as the renovation of government
buildings and transport infrastructure. Procurement expenditure fraud is
predominantly committed via the use or presentation of false, incorrect or incomplete
statements or documents. Documentary forgery is sometimes committed as an
inextricably linked offence. Several cases include the involvement of corrupt public
officials.

Common patterns of this type of fraud include:

- Submitting false declarations in tendering procedures, including
misrepresentation through fake documents, hiding sanctions, concealing insolvency,
or misreporting consortium members’ qualifications, to falsely appear as meeting
tender requirements;

- Submitting false documents to conceal the quality of contractually agreed works
or materials used (e.g. violation of technical requirements; a lack of necessary
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environmental permits; use of lower quality materials; provision of false
documentation regarding the origin of tendered goods, where the products have not
been produced by the tenderer but from cheaper countries, which are not eligible for
funding by the EU)

- Presenting invoices for ineligible expenses (e.g. expert fees) or for services not
actually delivered (works not executed);

- Collusive bidding, manipulation of tenders, or unlawful ‘favouritism’ - such as
influencing selection boards and disregarding conflicts of interest - linked to public
contracts, devised to award the tender to a specific economic operator;

- Intentional splitting of the tender by the managing authority into different
procedures, permitting the same beneficiaries to avoid evaluation by the European
Commission

4.3. VAT Revenue fraud is predominantly committed through the use or
presentation of false, incorrect or incomplete VAT-related statements or documents.
The involvement of ‘missing trader’ companies and sophisticated criminal
organisations acting across borders are defining elements of this type of fraud. Frad
schemes concerning VAT revenue display a higher level of organisational complexity,
often involving acquisition or carousel fraud, networks of multipurpose companies,
abuse of customs procedures 40 and 42, and the use of so-called filter or paper
companies. As recently reported by EPPO, traditional carousel fraud is being replaced
by more fragmented linear fraud schemes, where VAT is stolen directly from
customers instead of being claimed as refunds from tax authorities. Additionally, the
range of goods and services involved has expanded, following demand in the EU
market.

As a rule, these frauds are perpetrated by organised crime groups, in what appears
to be a fraudulent ecosystem, allowing them to blend with legitimate and well-known
traders. The sophistication of these criminal networks aims at enabling interaction
with honest entrepreneurs as well as laundering of money from various crimes, making
these activities seem legitimate. As a result, using VAT fraud to launder money has
become an increasingly popular method for cleaning and generating illegal revenue.
VAT fraud mainly occurred through the sale of electronic items such as mobile phones,
headphones, and hard drives, as well as used cars, gold, luxury products, fuel and
related products, polymers, everyday consumer goods, digital items such as software
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licenses, and a variety of services.

Common patterns of this fraud include:

- Acquisition and carousel fraud committed by organised crime groups through
the creation and control of a vast web of multipurpose companies - e.g., conduit
companies, missing traders, buffers, brokers, etc. — in a more fragmented manner,
aimed at stealing VAT and laundering ill-gotten assets from other crimes.

- False declaration of the origin of goods imported from a third country to avoid
payment of VAT and anti-dumping duties.

- Artificial reduction of the taxable margin through false purchase invoices in the
VAT margin scheme, this scheme is thus based on the fraudulent reduction of the
taxation of the profit margin instead of the selling price, using false invoices for
second-hand goods.

- Online sales schemes exploiting marketplaces or self-managed platforms to
evade VAT obligations, often involving cross-border sellers.

- Import schemes exploiting VAT deferral under customs procedures 40/42, using
missing traders to absorb VAT liabilities and avoid actual payment - Abuse of Customs
Procedure 42, for example, happens where the goods are submitted to the payment of
customs fees but are exempt from the payment of import VAT at the border, under the
assumption that VAT will be paid in the Member State where the goods are effectively
sold.

- VAT fraud committed by private persons by using the mechanism of filter
companies and so-called ‘paper mill’ companies, which issue invoices for non-existent
operations, in connection with the operation of introducing into the European Union
goods produced in third countries.

VAT fraud involving damage of less than €10 million, investigated as offences
inextricably linked to customs duty fraud schemes, given that the two types of criminal
conduct are often carried out through the same acts.

4-4. Non-VAT revenue frauds - in particular, customs and anti-dumping duties
fraud - are most commonly committed through the use or presentation of false,
incorrect or incomplete statements or documents. This type of fraud notably
concerned smuggling and trade in tobacco products, electronics, bicycles, industrial
goods, spare parts or perishable goods (e.g. tomato paste), textiles, medical products
(e.g. masks and gowns), cosmetics, fiberglass, solar panels, aluminum profiles
produced for industrial uses, steel, screws, ceramic tiles and biodiesel. Common
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patterns of this type of frauds include:

- Submission of incorrect customs declarations and false invoices to avoid
customs duties and anti-dumping duties, by undervaluing the imported goods,
declaring the wrong producer or declaring the wrong country of origin.

- False customs import declarations regarding the assembly operations performed
upon the imported goods (assembled in an EU country or non-EU country from parts
originating in China, e.g. bicycles), to evade customs duties.

- Abuse of Customs Procedure 42, where the conditions of the customs
declaration are not fulfilled, and/or the content of the customs declaration is
incorrectly stated (e.g. by undervaluing the transaction value). The abuse of customs
procedure 42 may constitute both VAT fraud and non-VAT revenue fraud, depending
on the interests affected.

- Importation of e-bikes, respectively assembled from bicycle parts which were
subject to antidumping duties, via the false declaration of the origin of the goods; good
occasionally misclassified or undervalued at customs to reduce the applicable duties.
Some fraudsters also split import consignments to circumvent protective import
quotas, further undermining the EU’s efforts to regulate and protect its market.

- Tobacco smuggling via the illegal importation of tobacco products into the EU,
hidden in containers and falsely declared as other goods, before being distributed to
black markets. This practice is often linked to customs abuses such as false exportation
and transshipment, typically carried out by sophisticated, cross-border criminal
networks

- Online sales of imported goods, particularly from China, exploiting the IOSS
regime and the €150 threshold in order to evade VAT and customs duties.

4.5. Finally, also on the side of the other PIF Offences, some relevant recurring
trends can be identified, even though these offences are less investigated. In particular,
according to the reports, there are some specific schemes involving money laundering,
which emerges primarily in connection with VAT fraud cases, but may also involve
proceeds derived from the undervaluation of customs duties (non-VAT revenue fraud)
or from expenditure-related fraud. Moreover, illicit actors resort to underground
financial systems in order to channel transactions and payments beyond the reach of
monitoring mechanisms. At the same time, they exploit formal financial
intermediaries by transferring criminal proceeds to bank accounts held by companies
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established abroad or managed by family members, often followed by cash
withdrawals.

Money laundering activities further include the acquisition and subsequent resale
of real estate or luxury assets, thereby complicating the traceability of funds, as well as
the reinvestment of illicit profits into economic activities operating in either lawful or
unlawful markets, including drug trafficking. Criminal networks increasingly depend
on specialised professionals - such as accountants, lawyers, and brokers - who facilitate
the laundering process. Some of these actors operate across multiple organised crime
groups, assuming the role of pivotal intermediaries and structural enablers within
illicit financial infrastructures. Recent EPPO investigations indicate that money
laundering typically takes the form of composite schemes rather than isolated
techniques, including:

- the use of cryptocurrencies and other digital assets, which enable rapid, low-cost
and cross-border transfers designed to obscure the origin and destination of illicit
proceeds.

- the transfer of funds to tax havens or non-cooperative jurisdictions, thereby
hindering asset recovery.

- and trade-based money laundering, whereby complex commercial transactions -
such as fictitious loans or invoices - are used to disguise criminal proceeds, often in
connection with VAT fraud schemes.

- resorting to informal or unregulated financial transfer systems, including hawala-
type networks, as well as to cash-based techniques such as structured deposits
(‘smurfing’) and bulk cash smuggling.

- hybrid forms, combining traditional instruments (cash transactions, real estate
investments, or corporate structures) with more innovative tools, including crypto-
assets used as investment vehicles.

5. Drawing on these findings, it is possible to acknowledge the high presence of
paper-based frauds, i.e., all those frauds based, essentially, on false declarations. These
frequently occurring phenomenology offers a fertile ground for the use and
development of risk alert’s software. Specifically, in all those cases in which the
verification of the declared can take place without an on-spot check, early detection
computational mechanisms seem quite feasible. Naturally, their precondition is the
necessary close collaboration of the competent national administrative and judicial
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police authorities. For example, in the case of VAT fraud involving damage of less than
€10 million, it has been stressed how these minor frauds are often closely related to the
major transnational ones. Reporting that a subthreshold fraud is taking place in a
member state can thus certainly be a risk indicator for cross-border fraud. Another
example is the area of misrepresentations regarding eligible criteria. Also in these
cases, the cooperation with national administrative authorities involved, for example,
in certifying and issuing attestations regarding certain necessary characteristics proves
similarly essential.

Therefore, in the case of VAT fraud involving damages of less than €10 million, it has
been stressed how these ‘minor frauds’ are often closely related to the major
transnational ones. Reporting a ‘subthreshold fraud’ in a MS can thus certainly be a
risk indicator for possible larger cross-border frauds. A similar relevance emerges for
misrepresentations concerning eligibility criteria, which require coordination with
certifying authorities. Furthermore, in respect of VAT frauds, the approach should be
inspired by Directive (EU) 2018/822, and in particular by the hallmarks listed in its
Annex IV. The Annex lists hallmarks that can be used to detect if and how a taxpayer
is expecting to take advantage from an arrangement, based on the so called ‘main
benefit test’. The behaviours listed in the annex amount to effective risk indicators and
the mandatory automatic exchange among administrative authorities is of paramount
importance to perform effective data analytics and allow early detections of potential
taxation frauds. The OLAF and EPPO structure is the framework in which similar data
analysis could be performed, thanks to a tailor-made software, on the basis of the
features reported here.
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