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COMMISSION STAFF WORKING DOCUMENT
Implementation of Article 325 by the Member States in 2011

Accompanying the document

REPORT FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT AND
TO THE COUNCIL

Protection of the European Union's financial interests - Fight against fraud
Annual Report 2011

1. INTRODUCTION

Article 325(5) of the TFEU (ex article 280 of the EC Treaty) requires the Commission, in
cooperation with the Member States, to submit a report each year to the European Parliament
and the Council on the measures taken to implement that Article. The Commission bases the
part of the report relating to the Member States on the answers to the “Article 3257
questionnaire, as agreed upon with them within COCOLAF and adapted each year in the light
of past experience so as to facilitate the monitoring of anti-fraud measures.

Consequently, each year, the Commission draws up a report in cooperation with the Member
States on the measures taken to implement this obligation, according to article 325 of the
Treaty on the Functioning of the European Union (TFEU). This report is addressed to the
European Parliament and the Council and it is published.

The Commission report is drafted on the basis of the Member States' answers to the "Article
325" questionnaire sent by the Commission to the Members States. The present questionnaire
covers the period from 1 January to 31 December 2011.

This document lists all the answers of Member States to the 2011 questionnaire.

Over the time the report had become more and more voluminous. Both the Council and the
European Parliament were concerned that its size was increasing and that its being annual,
horizontal and multisectoral hampered a detailed assessment of all the aspects of the
protection of the EU’s financial interests by the Member States. Since 2003, the Commission
has therefore applied a new approach. After the traditional question asking Members States to
report on new measures taken in 2011, the questionnaire focuses on one major theme. The
aim is to gather information on topics which go beyond the measures taken in the course of a
calendar year, thereby allowing a more detailed analysis of these topics. The topics change
from year to year.

As in the previous years, the first part of the questionnaire asks the Member States to
present the main measures that give effect to Article 325, i.e. measures to combat fraud and
all illegal activities affecting the financial interests of the EU. This part is structured the same
as for the 2011 questionnaire. Member States are invited to describe two or three "key"
measures taken in the year 2011 in order to implement Article 325 of the Treaty.
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The second set of questions concerns the controls to combat irregularities and fraud against
the financial interests of the EU in the area of cohesion Policy.

2. SUMMARY OF MEMBER STATES’ CONTRIBUTIONS

2.1. Qualitative evaluation: Improvements in the financial control and risk
management system in order to prevent fraud against the EU financial interest

2.1.1.  Measures taken in the period 2007-2011 which have substantially contributed to
better prevention of cases of suspected fraud in the area of the Cohesion Policy
or/and improvements in the risk management system.

All Member States reported measures either legislative either administrative that they have
taken in the period 2007-2011. In the views of the Member States, these have substantially
contributed to better prevention of fraud in the area of the Cohesion Policy and/or to
improvements in the risk management system.

These measures concern among other thing the eligibility of rules; on the spot-cheks and
control; reporting and processing of fraud and general irregularities, recovery procedures,
cross-check mecanisms to detect and eliminate cases of double financing of projects, public
procurement procedures, introduction of penalties, actions to counter fraud and corruption,
establishment of coordination bodies for combatting fraud affecting the financial interests of
the EU, participation by staff in trainigs and seminars and prosecution of the beneficiaries and
of anyone person involved in case of suspected fraud and corruption.

2.1.2.  Description of the outcome of the measures taken in relation to prevention of
suspected fraud cases and recovery of misused EU funds

Member States reported as outcome of the above mentionned measures on the performed
activities in relation to prevention of suspected fraud cases and recovery of misused EU funds

. in terms of effectiveness and efficiancy of operations:

— the strong proactive approach with more irregularities detected before
payment';

— the decreased number of irregularities®;
— the elimination of cases of suspected fraud’;

— the reduction of errors in tenders and more effective controls on expenditure
. 4
and public procurement procedures;

— the greater discipline and transparency of the whole process of the project

implementation’;

Except Greece and France.

DK, ES, IE, IT, CY, LV, LT, LU, MT, NL, AT, PT, SI, SE, UK
BG, CZ, EL, EE and UK.

BE, EE, HU, MT

CZ,BG, AT

[ N N
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. in terms of reliability of financial reporting:

— the higher proportion of accepted eligible amounts by the beneficiary to the
managing authorities’;

. in terms of compliance with the applicable rules:

Some Member States’ mentioned the preventive impact of the Commission
Guidelines on public procurement®, the Commission Note on fraud indicators’, the
national provisions on public procurement, the Irregularities Notification Manual and
Guidelines and the provisions of Articles 27 to 36 (Irregularities) of Regulation (EC)
No 1828/2006.

2.1.3.  Use of new control and investigation strategies in order to reduce the risk of fraud
and to better detect cases of fraud in the spending of the Cohesion Policy funds

Based on the lessons learnt from the finding, the majority of Member States' reported as
measures put in place in order to reduce the risk of fraud and to better detect cases of fraud in
the spending of the Cohesion Policy funds the establishment of National strategies (e.g
antifraud committees, audit activities to prevent and detect irregularities, ...) a number'' the
establishment of Regional strategies while a number of Member States'> use the 'types of
operations' (development of various sorts of preventive measures -including preliminary
procurement checks, further cooperation with law enforcement officers, performance of
broader-scale management checks at the behest of the MA. One Member State'® reported that
the current arrangements for checks appear to serve their purpose and restrict to a satisfactory
extent the risk of irregularities while two other Member States'® reported that no new
strategies were put in place or planned during the reporting period as they are satisfied with
existing.

2.1.4.  Use of fraud indicators

Most of the Member States'> make use of general and or specific indicators (Categories of
irregularities; Categories of economic operators; Categories of operations; Categories of
modus operandi; Economic sectors; Geographical areas, of Projects; Transactions; Individual
economic operators), that may contribute to fraud detection and to the improvement of the
results of anti-fraud control activities. However, they mentioned that consider that fraud is no
linked only to certain economic operators, economic sectors or categories of operation. As all
cases are different, the rapid exchange of information is used to detect irregularities/fraud
schemes.

6 DE, ES, IE, IT, CY, LV, LT, LU, HU, NL, PL, PT, RO, FI and UK

! BG, DE, EE, EL, ES, LT, LU, HU, MT, NL, AT, RO, SI, SK, SE and UK.

Guidelines for determining financial corrections to be made to expenditure co-financed by the structural
funds or the cohesion fund for non-compliance with the rules on public procurement: COCOF
07/0037/03-EN.

? Information Note on fraud indicators for the ERDF, ESF and CF (COCOF 09/0003/00-EN).
10 BG, CZ, EE, ES, FR, IT, CY, LU, HU, MT, NL, AT, PT, RO, SI, SK and FI,
I BE, UK.
12 DE, EL, LV
13 PL
1 NL, UK
15 BG, CZ, DE, EE, EL, ES, FRIT, CY, LU, LV, HU, MT, PL PT, RO, SI, SK, UK
6
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In addition, the use of general fraud indicators are indentified in certain Member States'®, in a
Manual or Guide for Audit of EU Funds, contains fraud indicators providing help and
orientation for the Audit Authority employees in their audit activity, system of preliminary
checks of procurement.

Most Member States'’ replied that they use general indicators to redirect their controls and
that these contribute to detecting fraud and to improving the results of anti-fraud control
activities.

Some fraud indicators are identified as:

- non-compliance with legislation in the area of public procurement, corruption
practices, undeclared conflict of interests, agreements inconsistent with the law,
manipulation of financial results, unusual financial transactions'®; un —transparent
procurement procedure; submission of false date that is difficult to check .

A limited number of Member States® reported that they do not use fraud indicators
as all projects are checked at least once in their lifetime or twice or not applicable
due to low level of fraud detected thus far or all working methods are geared to
uncovering fraud and identifying irregularities in the early stage of the process.

2.1.5.  Financial controls systems sufficiently oriented towards detecting fraud

All the Member States consider their financial control to be sufficiently targeted on detecting
fraud.. Most of them consider that the established control structures and mechanisms have
strengthened desk checks of public procurement procedures held on the spot checks of project
implementation. On double side answer the less positive aspect was regarding the competence
of officials which must be improved?'.

2.1.6.  Improvements of the detection record

Most of Member States presented concrete aspects through the detection record
could be improved. Human, technical and financial resources are proposed mostly
for improving fraud detection®.

- Human aspects — enhancing administrative capacity, training of competent staff*>

- Financial — increase of financial resources, as to reduce the risk of corrupt attitudes
. o 24
and practices, competitive wage”;

- Technical - the drawing up of a handbook and compilation of best practices,
development of a common platform and databases, database access and checks™.

16 BG, HU, PT, RO

17 BG, CZ, DE, EE, EL, ES, IE, HU, MT, PL, RO, SI, SK and UK.

18 BG, EE

1 BG; EE, ES, DE., LV

20 BE, DK, IE, NL,

2 EE, SI

2 BE, BG, CZ, DE, EE, IE, EL, ES, FR, IT, LV, LT, LU, HU, MT, NL, AT, PL, PT, SE
3 BE, BG, CZ, DE, EE, ES, LT, HU, MT, CY, PL, PT, SI, SK, FI, UK

24 BG, CZ, EE, ES, IT, CY, LT, LU, , MT, NL, AT, PL, PT, RO, SE, SK

= BE, DE, LV, LT, AT, RO, SI, SE, UK,HU
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2.1.7.  Cost benefit analysis when conducting anti-fraud investigations

A limited number of Member States®® reported that they apply cost benefit analysis when
conducting anti-fraud investigations and the majority of Member States®’ replied no as fraud
is investigated irrespective of the amount involved, and all incidences of irregularities and
fraud detected are pursued.

2.1.8.  Has your Member State administration adopted guidelines to distinguish between
fraud and irregularities?

Most of Member States answered positive to this question. Many of them replied that the
distinction based on The EU legal framework (PIF Regulation and PIF Convention).

2.1.9.  How often do you audit the reporting of suspected fraud to OLAF?

Most of Member Sates replied that they audit the reporting of suspected fraud annually and
another part declared biannually.

2.1.10. How often trainings have been given to staff dealing with reporting of suspected
fraud to OLAF?

The replies vary from biannually to nover.
2.2 Statistical elements

2.2.1.  Performed anti-fraud investigations and finalised criminal proceedings the end of
2011, related to projects financed under the programming periods 2000-2006 and
2007-2013 in Cohesion Policy area

All Member States reported on performed anti-fraud investigations and finalised criminal
proceedings related to projects financed under the programming periods 2000-2006 and 2007-
2013 in Cohesion Policy area. Some Member States included the obligatory 'on-the-spot-
checks' provided for in the EU regulations in the framework of the anti-fraud administative
investigations. In a number of Member States, the possibility of cases of fraud is checked by
performing on-the-spot checks, payments claim checks, preliminary procurement checks and
sample checks of systems audits and experience. If suspicion arises, additional checks are
carried out and, where necessary, a report is lodged with the law enforcement. In some
Members States, the administrative fraud investigations are treated separatly.

Some large Member States™ reported a very limited number of ongoing criminal
investigations. Some Member States®” provided valuable data on anti-fraud investigations
performed and criminal proceedings completed, but others® provided no data concerning the
criminal proceedings completed along with the court decisions.

The table 1 bellow summarises the data reported by the Member States:

26
27

BG,CZ, FR,EL, IT, MT, RO
BE, DK, EE, ES, IE, LU, NL, AT, PL, PT, SI, SK, FI, SE, UK

28 DE, FR and ES.
» BG, CZ, EE, HU, PL, PT, SK and SE.
30 DE, EL, ES, FR, IT, LT, LU, HU, AT and RO.
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MS |Total number of anti-fraud administrative Total number of criminal The number of finalised criminal proceedings
investigations (including on-the-spot checks) |investigations with the court decision (guilty or not guilty)

BE 615 0 0

BG 2.867 2.293 245

CZ 404 13 5

DK 3 3 3

DE no data available no data available

EE 68 19 11

IE 5 3 0

EL SDOE : 41 ; EDEL: 1227 7 no data available

ES 4 13 no data available

FR N/A no data available

IT 26.944 161

CY N/A 0 0

LV 24 1

LT 1429 60 no data available

LU 423 19 no data available

HU 38 338 50

MT 2 0 0

NL 2 2 2

AT N/A no data available

PL 766 265 60

PT 9.630 112 30

RO 56 1.371 no data available

ST 4 4 0

SK 148 225 102

FI 17.039 7 3

SE 166 preliminary investigations 42

UK 51 23 5

2.2.2.  Amounts recovered in vrelation to anti-fraud investigations pertaining to
programming period 2000-2006 and 2007-2013

The information provided by the Member States concerning the amounts recovered in relation
to anti-fraud investigations pertaining to programminig periods 2000-2006 and 2007-2013
indicates that the data are not homogenous and sequentially could not be comparable. In fact,
no link could be established between the reported in the Irregularity Management System and
those reported under this exercise. Two Member States’' reported large amounts and only one
third®* reported that amounts above EUR 1 million had been recovered following an anti-
fraud investigation. For another third® the amounts reported in this exercise are of low value,
while some Member States®® reported no amount at all or indicated as” non applicable”. Two
Member States® indicate that this is due to the fact that the irregular amounts have been
deducted before the payment claim of expenditure conncerned has been presented to the
Commission.

The table 2 bellow summarises the amounts recovered reported by the Member States related
to admisistative and criminal investigations:

3 IT and PT.

32 BG, EE, ES, IT, LV, LT, PT, SK, FI and UK.
33 BE, CZ, IE and RO.

34 DE, EL, FR, HU, MT, AT, SE and SL

3 DK, CY
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MS Amounts recovered (excluding Amounts of financial penalties in €
financial penalties and interests) in
BE 10.018 0
BG 1.461.165 5.800.504
CZ 2.582 15.718
DK 973.607 973.607
DE
EE 3.021.725 0
1E 31.343 0
EL N/A
ES 15.041.348 N/A
FR N/A
IT 516.653.844 * 306.656
(6\'% one case identified that related to fraud,
involving an amount of €5.000 (public
LV 1.515.736 N/A
LT 4.497.566 13.875.310
LU Irregularities: €44 000 (ESF)5.791.800 N/A
HU N/A
MT N/A
NL 533.250 unknown
AT N/A
PL 3.031.418 224.805
PT 597.573.777 *
RO 76.895
SI 0
SK 1.951.783 0
FI 24.520.146 7.591
SE N/A
UK 1.050.000 0

*(figure subject to variation; figure does not include the total value of property seizures by the Guardia di

Finanza in the context of criminal proceedings, which is € 322 181 684.00)

2.2.3.

Finally the table 3 below summarises the situation with regard to personnel assigned and
involved in anti-fraud investigations. The data shows that a number of Member States
included all staff involved in systems audits and even in audits of transactions because this
staff may be involved in anti-fraud operations. As in the case of point /.2.2 the reported data
with regard to the personnel assigned are not homogenous and sequentially not comparable;

Personnel assigned and involved in anti-fraud investigations

hence conclusions are difficult to be drawn.

The table 3 bellow summarises the number of personnel assigned and involved in ant-fraud

investigations for the period 2007-2011

10
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MS |Personnel assigned and involved in anti-fraud
investigations 2007-2011)

BE 44

BG 64

(074 17

DK 3

DE no data available
EE 217

IE Fraud investigation undertaken by: An Garda
Siochana (Police Force) - and the Management
and Internal Audit Unit of FAS

EL SDOE : 313 ; EDEL : 491

ES 6

FR | All staff involved in systems audits and audits of
transactions may be involved in anti-fraud

operations.

IT 3.634
CY N/A
LV 293
LT 125
LU 9
HU 1.120
MT 2
NL 0
AT N/A
PL 1.343
PT 347
RO 25
SI 0
SK 317
FI 750
SE 13,5
UK 16

In conclusion, the Member States’ responses to the questionnaire point to improvements in
the financial control and risk management system to prevent fraud in the area of cohesion
policy. These include legal provisions and guidelines, national or regional strategies, use of
risk indicators, administrative procedures and cooperation between national authorities.

Conversely, further progress is needed on monitoring the results of the administrative and
criminal anti-fraud investigations, including recovery of the amounts concerned*®.

It is also clear that better fraud statistics are necessary so that the Commission and the
Member States can focus their efforts in higher-risk areas. In that respect, the Commission
intends to put more emphasis in the reporting in this area.

36 See Tables 1 and 2 of the relevant Commission Staff Working Paper accompanying this report, pp. 9-11, which

summarise the data reported by the Member States.
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Member
State:

2.1.5. Comparing your Member State's suspected fraud record to the EU 25
average suspected fraud rate of 0.25% (as shown in the Commission report
2010 [8] for the programming period 2000-2006 in the area of Cohesion
policy), do you consider your financial controls to be sufficiently oriented
towards detecting fraud

BE

COMMENT: The question is not formulated correctly. OLAF obviously mistakenly
assumes that when the fraud percentage is too low, the controls are inadequate.
Controls are not designed specifically to find cases of fraud but to discover
irregularities. The task of the audit authority, however, is to report whether the
irregularities found relate to a presumption of fraud or a case of fraud. The authority
must also establish the correct working procedures to carry out this task. We refer
also to the legal obligation of each public official to report suspected fraud to the
public prosecutor's office (Code of Criminal Procedure). No

Generally speaking, no for the managing authorities and yes for the audit authorities.
Audit Unit of the Inspectorate of Finance for European Funds - Wallonia (CAIF): The
statistical report (SEC(2011) 1108), which accompanies the 2010 annual report
(COM(2011) 595 0f29.9.2011), evaluates the BE irregularity rate (IrR) for the 2000-
2006 programming period at 1.1% and the BE fraud rate (FrR) at 0.01%, while the
suspected fraud frequency level (FFL) is 1.5% (4 of 272 irregularities notified), and
the suspected fraud amount level (FAL) is 0.8% (€171 000 of €21 887 437 affected
by irregularities). The suspected fraud rate of 0.01% is among the lowest of the 27
MS and one might think that the Belgian notifiers are particularly reluctant to classify
irregularities as suspected fraud.

Note that ESF-VL did not detect any cases of fraud.

FSED: Geographical proximity to the project promoters generally ensures close
scrutiny of implementation

ERDF Wallonia: The fraud rate is relatively low in Belgium for 2000-2006
programmes. However, the concept of 'suspected fraud' has been only recently added
to the irregularities codes. The great deal of effort made to provide
information/training concerning rules and controls has necessarily improved the
quality of funded projects and reduced the number of irregularities and cases of fraud.
ERDF Brussels Capital Region: No opinion. Hitherto controls have detected
irregularities but no cases of fraud.

BG

The established control structures and mechanisms have strengthened desk checks of
public procurement procedures held and on-the-spot checks of project
implementation. The ex-ante control of the selection procedures on the part of
beneficiaries is also enforced as a mechanism to prevent the inclusion in the
documentation of criteria contrary to the principles of publicity and transparency,
equal treatment and free competition. We consider that the established system of
financial control is sufficiently oriented not only towards detecting fraud but also (and
most importantly) towards its prevention.

Cz

Yes. Checks at MA/IB levels are sufficient; no suspected fraud has yet been detected;
in checks on beneficiaries of aid emphasis is always given to checks of public
contracts, while checks on delegated activities focus in particular on the transparency
of the evaluation system and selection of project applications by the IB; checks are
carried out on the basis of risk analyses, which include major risks related to fraud
and corruption.

DK

Yes: on the basis that the Danish rate of fraud is low.
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Member
State:

2.1.5. Comparing your Member State's suspected fraud record to the EU 25
average suspected fraud rate of 0.25% (as shown in the Commission report
2010 [8] for the programming period 2000-2006 in the area of Cohesion
policy), do you consider your financial controls to be sufficiently oriented
towards detecting fraud

DE

YES Successful cooperation has been established with the law enforcement
authorities, the specificities of EU funds have been explained to prosecutors, and
clear indications given to the RA/LB concerning the recommended course of action to
take when an infringement is detected which could subsequently be classified as
suspicion of fraud. Questions designed to reveal the occurrence of fraud have been
incorporated into the RA/LB"s verification documents.

EE

Yes/No - The legal framework is good, but the competence of officials must be
improved. Activities would become more targeted if Estonia had a strategy to
safeguard the EU's financial interests which set out the main developments among
implementers and partners in the area and which would be implemented through
short-term action plans. Principles for monitoring similar projects, the assessment and
improvement of regular systems (and comparison with other countries) would help
improve activities.

ES

N/A

FR

Preparation underway

EL

Yes

HU

Yes. The institutional system opens irregularity procedures if activities breaching the
legislation or the provisions of the aid contract are detected in the course of
documentary or on-the-spot inspections. The National Development Agency and the
intermediate bodies pay special attention to activities infringing the Penal Code, that
is activities that could be deemed fraud. If fraud is suspected the institutional system
always reports to the competent investigating authority.

IE

Yes. Because of the financial controls employed in the area of ESF and ERDF
(within the Cohesion Policy) during the 2000-2006 programming period and those
currently being implemented in the 2007-2013 programming period and the continued
low level of fraud detected, Ireland considers its financial controls to be sufficiently
oriented towards detecting fraud.

IT

Yes

CY

Yes - the small number of bodies/authorities involved in the procedures gives ground
for close cooperation, exchange of views and immediate resolve of issues identified,
thus preventing the occurrence of potential irregularities and fraud

LT

Yes/No Given the level of suspected fraud in Lithuania (in the area of cohesion policy
during the 2000-06 programming period), i.e. 0.14% compared to the average level of
suspected fraud in EU Member States (0.25%, though this varies between 0.01% and
1.21%), financial control in Lithuania is adequate for detecting fraud. The procedure
for investigating, detecting and eliminating irregularities in respect of projects to be
implemented under measures for the relevant programming period is laid down:

1. in the case of projects financed from EU structural funds in accordance with
Lithuania’s Single Programming Document for 2004-06 in the Rules for
administering and financing measures under Lithuania’s Single Programming
Document for 2004-06 and the projects to be financed through implementation of
these measures, approved by Order No 1K-033 of the Minister for Finance of 28
January 2004 (Official Gazette 2004, No 19-599; 2005 No 21-667).
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2.1.5. Comparing your Member State's suspected fraud record to the EU 25
average suspected fraud rate of 0.25% (as shown in the Commission report
2010 [8] for the programming period 2000-2006 in the area of Cohesion
policy), do you consider your financial controls to be sufficiently oriented
towards detecting fraud

2. in the case of projects financed using Cohesion Fund resources for 2000-06 in the
Rules for administering European Union Cohesion Fund resources in Lithuania,
approved by Government Resolution No 1026 of 24 August 2001 (Official Gazette
2001, No 74-2596; 2008 No 87-3483) and the Rules for detecting and eliminating
irregularities in the use of EU financial assistance and laying down restrictions on
obtaining EU financial resources, approved by Order No 1K-307 of the Minister for
Finance of 17 October 2005 (Official Gazette 2005, No 127-4588).

3. in the case of projects financed from EU funds for 2007-13 in the Rules for
administering and financing operational programmes, approved by Government
Resolution No 1225 of 12 November 2008 (Official Gazette, 2008, No 137-5429), the
Rules on project administration and financing, approved by Government Resolution
No 1443 of 19 December 2007 (Official Gazette 2008, No 4-132), and the
Methodological recommendations for investigating irregularities.

These rules lay down that once the implementing body suspects that an irregularity
has occurred (for instance, when carrying out an on-the-spot check of project
documents) and/or has received information from another body regarding a suspected
irregularity, it launches an investigation into the irregularity in accordance with
established procedure and, having evaluated the nature of the suspected irregularity
and suspecting criminal activity, immediately informs the Financial Crimes
Investigation Service at the Ministry of the Interior (FNTT), which is empowered to
carry out investigations of criminal financial activities, thereof.

It should be pointed out that the FNTT organises anti-fraud training for employees of
public institutions involved in the administration and control of EU structural
assistance on an annual basis, during which it presents examples of the most prevalent
fraud schemes and engages in discussions of topical issues relating to, and prospects
for, the investigation, prevention and detection of cases of suspected fraud and
cooperation between the FNTT and bodies involved in the administration of EU
structural assistance.

LU

Yes Very low error rate <0.25% for the ERDF 'Regional Competitiveness and
Employment' programme (rate <0.02%) / ESF: The controls in place should help
detect fraud. However, each new case is analysed by the control team in order to
optimise control procedures.

LV

YES Successful cooperation has been established with the law enforcement
authorities, the specificities of EU funds have been explained to prosecutors, and
clear indications given to the RA/LB concerning the recommended course of action to
take when an infringement is detected which could subsequently be classified as
suspicion of fraud. Questions designed to reveal the occurrence of fraud have been
incorporated into the RA/LB'"s verification documents.

MT

Yes. Malta's suspected fraud rate for the Programming Period 2004-2006 was 0%. A
number of types of Structural Funds (e.g. FIFG) for Programming Period 2004-2006
have already been closed by the EU Commission.

NL

Yes, on-the-spot checks are always carried out for every project. If there are doubts
about the legitimacy of declared expenditure, further questions are asked and
additional evidence is collected until it is clear whether the expenditure was incurred
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2.1.5. Comparing your Member State's suspected fraud record to the EU 25
average suspected fraud rate of 0.25% (as shown in the Commission report
2010 [8] for the programming period 2000-2006 in the area of Cohesion
policy), do you consider your financial controls to be sufficiently oriented
towards detecting fraud

legitimately. No cases of fraud have been detected recently, and any doubts that have
arisen have been allayed by additional control measures.

AT

Yes

PL

Yes. Poland's suspected fraud record in the 2000-06 period in the area of cohesion
policy was 0.78%. This is a higher percentage than the overall percentage established
for the EU25, namely 0.25%. Therefore, a relatively higher number of cases of fraud
are detected in Poland. This testifies to the effectiveness of the Polish control system
and to the fact that it is targeted correctly. This system allows cases of fraud to be
detected effectively, and in consequence it prevents improperly incurred expenditure
from being covered by EU resources.

PT

Yes. The rate of cases of suspected fraud communicated to the Public Prosecutor's
Office is lower than in the 2000-2006 programming period owing to a tightening of
the internal control system and the implementation of measures to prevent irregular
situations.

RO

Yes. The Anti-Fraud Department (DLAF) has developed an effective operational
cooperation system for combating fraud and any illegal activities affecting the EU
budget. That system has three levels:

I. The first level is the Irregularity Reporting Network comprising the bodies with
tasks in administering European funds. Its role is to facilitate the communication of
relevant information, considering that these bodies are the first to notice any
irregularities/fraud affecting the financial interests of the EU in Romania.

II. The second level refers to cooperation between the control authorities, and the
cooperation agreements concluded with the bodies involved, such as the Financial
Squad (Garda Financiard), the National Tax Administration Agency, the Audit
Authority, the General Inspectorate of the Romanian Police, the Romanian
Information Service, the State Building Inspectorate, the Central Unit for
Harmonising Public Internal Audit, the Information and Domestic Protection
Directorate-General, and the National Office for Preventing and Combating Money
Laundering. The goal is to inform DLAF of any irregularity or fraud detected during
the control activities specific to each of those bodies, and provide operational
assistance for DLAF's control activities.

III. The third level relates to strengthening cooperation with the prosecutors, in order
to follow up on the inspection by sending the defendants before the courts and
recovering any damages. There is a cooperation agreement concluded to this end with
the National Anticorruption Directorate.

SE

Yes
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State:

2.1.5. Comparing your Member State's suspected fraud record to the EU 25
average suspected fraud rate of 0.25% (as shown in the Commission report
2010 [8] for the programming period 2000-2006 in the area of Cohesion
policy), do you consider your financial controls to be sufficiently oriented
towards detecting fraud

SI

Yes/No. The financial controls in place have always taken into account the risk of
fraud and corruption, in line with the risk assessment. The fact that no suspected fraud
was detected during the 2004-2006 programming period is explained by the relatively
low level of funds allocated in proportion to the internal controls in place. With the
increase in the volume of funds allocated and in the number of beneficiaries, and the
spread of fraudulent practices from other Member States, the probability of fraud is
increasing and the development of internal controls is being adapted accordingly.

SK

Yes: Audits under Article 10 of Council Regulation (EC) No 438/2001, Article 9 of
Commission Regulation (EC) No 1389/2002 and Article 62(1) (a) and (b) of Council
Regulation (EC) No 1083/2006 are conducted on the basis of detailed checklists
aimed at preventing irregularities, fraud and errors or defects in the management and
control system The checklists for both administrative and on-the-spot checks are
based on Article 13(2) of Commission Regulation (EC) No 1828/2006. Project
checks are therefore carried out as administrative and on-the-spot checks. From a
process point of view, administrative checks may be carried out as: administrative
checks on the procurement of goods, services, construction work and related
procedures; administrative checks on payment applications and on other facts. The
main aim of the on-the-spot checks is to assess the real (actual) supply of goods,
performance of works and rendering of services declared in the accounting and
supporting documents submitted by beneficiaries with the payment application under
the contract for the granting of non-returnable financial contributions or in
accordance with documents referred to by the contract. On-the-spot checks focus on
the implementation of the project as a whole. Projects may be checked by several
supervisory authorities — in other words, the checks are multi-stage.

FI

Yes. The procedures introduced for the 2007-13 programming period for the selection
of projects and the verification and payment of expenditure, the procedures based on
the information systems and the increased monitoring activity of the management
ensure sufficient prevention of irregularities and fraud.

UK

SG: Yes; DWP: Yes; DCLG: Yes; WG - Very low error rates and systems have been
subject to audit by DG Employment.

Member
State:

2.1.6.  How could the detection record be improved

BE

FSED : ERDF Brussels Capital Region :Training of competent staff

Flemish Authority, Dept. for Agriculture and Fisheries, Agriculture and Fisheries
Policy Division, Sea Fisheries Service (ALV - Agency for Agriculture and Fisheries):
Even if fraud is suspected, it is difficult to prove it beyond all doubt. Training might
help remedy this.

FSED : Increased access to national and regional databases

ALV: Linking databases or making them accessible might make it easier to trace
double financing.

ERDF Brussels Capital Region: Legislation allowing cross-checking of different
relevant data sources
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2.1.6.  How could the detection record be improved

ALV: Linking databases or making them accessible might make it easier to trace
double financing. Increased powers of the authorities in relation to exchange of
information, database access and checks

FSED:

BG

Financial. Increase of financial resources.

Provision of additional financial incentives for employees so as to reduce the risk of
corrupt attitudes and practices.Technical. Computerisation of project files and the
reduction of hardcopies in order to simplify control. Human. Closer interaction of the
separate activities (contracting, monitoring, control).

Enhancing administrative capacity.Training of competent staff. Annual staff training
and exchange of experience through round tables, discussions and seminars with the
participation of the authorities involved in the management and control of EU funds.
Increased access to national and regional databases. Exchange of good practices and
information with other Management Authorities and control bodies.

Access to international databases would also be an advantage. The ability to access
information about detected cases of fraud and the exchange of experiences on its
detection will have a preventive effect on fraud, for example, the Unified
Management Information System (UMIS) for the operational programmes; PHARE
MIS and the central exclusion database.Legislation allowing cross-checking from
different relevant data sources. The Regulation laying down the procedures for
handling irregularities under the funds and programmes co-financed by the EU is due
to be amended regarding joint controls by the Managing Authority and AFCOS
(under the Ministry of Interior).Increased powers of the authorities in relation to
exchange of information, access to databases and checks. Verification of expenditure
should not be restricted, in terms of time, by controls and investigations carried out by
the competent authorities. The officers in charge of irregularities, irrespective of the
operational programme on which they are working, can draft and enter a report in
UMIS that provides information about detected irregularities under all operational
programmes. The above report shall include information about the type of
irregularity, precise data about the beneficiary, including BULSTAT number,
information about the project, as well as data about all involved natural and legal
persons related to the beneficiary and the contractor.

The procedure may be enhanced if the prosecution authority provided more data
about investigated irregularities to the Managing Authority to be compared with those
established by them.

Cz

EN

Financial: by building up capacities in the area of checks by external contractors.
Technical: e.g. the possibility to generate or filter the requested data. Human:
emphasis on expertise and ethics of human resources; sufficient staff capacities;
further training in the area of checks and irregularities; selecting high-quality staff
and providing them with continuous training is fundamental, Training of competent
staff: targetted analysis of needs within the training system - better qualifications of
the staff performing checks increase their abilities to detect suspected criminal acts.

Increased access to national and regional databases: by means of legal provisions
making it possible to cross-check data from various relevant sources; existence of a
central database of financing that would make it possible to obtain information and
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2.1.6.  How could the detection record be improved

prevent double financing. Increased powers of the authorities in relation to exchange
of information, access to datababasis and checks: mutual exchange of information
between MAs, improved access to the relevant databases .

DK

Better technical capacity for linking databases. Technical.

One option might be to acquire access to tax authority data on income.

Investigation of whether projects have received aid for the same project from more
than one fund, e.g. the Regional and Social Funds/Rural Development Fund and the
Fisheries Fund. Increased access to national and regional databases.

DE

Technical - The drawing up of a handbook and a compilation of best practice,
development of a common platform and databases, and provision of specific skills,
equipment and IT tools. Training of competent staff - To ensure that there is a
common approach

Increased access to national and regional databases - State Revenue Service
databases, the databases of the State Land Service and land registries, the Mortgage
Register, Enterprise Register, and the Office of Citizenship and Migration Affairs.
Increased powers of the authorities in relation to exchange of information, access to
databases and checks to ensure that the information can be checked in a timely
manner.

EE

Financial: competitive wage; possibility to employ top experts in order to better
detect fraud. Technical: analytical software. Human: competent, experienced staff
with potential for development (competitive wage). Training of competent staff: more
training and sharing of experience across the EU

Increased access to national and regional databases: automatic reading/checking of
information from different databases. Legislation allowing cross-checking from
different relevant data sources: there is no legislation permitting this. Increased
powers of the authorities in relation to exchange of information, access to databases
and checks: ensures power delegated to officials working on fraud detection. Other:
pan-European database of aid recipients (to prevent double financing)

EL

N/A

ES

Increased or improved use of resources

Technical :

This would improve controls and could be extended, with specific checks being
carried out in situ.

Human:

Staff increases would boost the level of control, which could reach 100%.

Training of competent staff:

More training for staff on potential risks and knowledge of operations and operators
would help to spot new and previously undetected risks.

Improved information sharing and availability

Incresased access to national and regional databases :

A database that could be consulted to check the cumulation of aid, irregularities
detected for a type of operation, work schedules of other inspectors, etc. incidents that
are not detected due to a lack of awareness of their potential existence or risk could be
avoided.

Legislation allowing cross-checking from different relevant data sources:

Support from inspectors in other regions could improve the control of multinational
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companies with subsidiaries in the EU, which market within the EU subsidised
products that are out of our control. This measure should be set within a legislative
framework that has no territorial constraints.

Increased powers of the authorities in relation to exchange of information, access to
databasis and checks

FR

the main issues relate to, firstly, the quality of the internal audit (management
authority and certification authority) and secondly, the quality of the external audit
and the mobilisation of human resources and staff training

HU

Development and improvement of the technical support for control and indication
systems. Continuous improvement of human resources and expertise, professional
training. Continuous provision of professional training possibilities. Increased powers
of the authorities in respect of exchange of information, access to databases and
checks: reinforcing checks not only on beneficiaries, but also on suppliers. Other: The
legislation concerning exchange of information abroad should be clarified, for
example as regards when personal data relating to criminal offences can be used in
foreign procedures other than criminal procedures, or what information may/must be
transferred abroad under the arrangements for mutual judicial assistance and
exchange of police information in the case of procedures in Hungary, and at what
stage in the procedure.

IE

No Suggestions. However the strong financial controls employed in the area of 2000-
2006 ESF (within the Cohesion Policy) and the additional controls during 2007-2011
as outlined above, and the low level of fraud detected would suggest that neither an
increase in resources, nor, if possible, improved use of resources would be of limited
benefit.

IT

Financial: Ministry of Economic Development - increase in funding for checks,
improved use of information through databases and cross-checking, increase in
number of inspectors. Technical: Guardia di Finanza - intensification of exchanges of
information between central and local government bodies and between them and
European bodies (in particular, OLAF); Ministry of Economic Development -
improved use of information through databases and cross-checking, increase in
number of inspectors; National Antifraud Committee - maximum transparency in the
publication of lists of beneficiaries. Human: Ministry of Economic Development -
increase in number of inspectors. Training of relevant staff: National Antifraud
Committee - holding post-graduate and ad hoc professional courses.

Increased access to national and regional databases. Legislation allowing for cross-
checking between various appropriate sources of data. Increased powers for the
authorities in terms of exchanging information, access to databases and to checks.
Drafting of blacklists of subjects deemed unworthy of trust having committed fraud in
the past, in line with Council Regulation (EC, Euratom) No 1605/2002.

CY

EN

Human - more staff on-the-spot / experienced staff with operation's specifics.
Training of competent staff - currently there are bodies with limited experience in the
implementation of specific programmes (eg. Grant schemes) - a solution would be the
exchange of knoweledge with more experienced staff in the specific field from other
IBs in MS or other MS (networking, training)

Increased access to national and regional databases - this would increase knowledge
and information sharing about cases of fraud identified, alerting staff for similar cases
in the future. Legislation allowing cross-checking from different relevant data
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LV

LT

EN

sources. Amendments to legislation on time baring and quantitative thresholds
identifying criminal behaviour. Increased powers of the authorities in relation to
exchange of information, access to databasis and checks - eg. Common databases in
relation to the funding of private organisations through grant schemes would assist in
detecting cases of double financing.

Technical - The drawing up of a handbook and a compilation of best practice,
development of a common platform and databases, and provision of specific skills,
equipment and IT tools. Training of competent staff - To ensure that there is a
common approach to the investigation of fraud cases, training courses for prosecutors
have been organised. Various anti-fraud workshops will be continue to be organised
in cooperation with the State Chancellery (the workshops are held in response to a
survey administered by the State Chancellery to ascertain what workshops and
training are required).

Increased access to national and regional databases - State Revenue Service
databases, the databases of the State Land Service and land registries, the Mortgage
Register, Enterprise Register, and the Office of Citizenship and Migration Affairs.
Increased powers of the authorities in relation to exchange of information, access to
databases and checks to ensure that the information can be checked in a timely
manner.

Technical

The existing databases should be improved. Human

Administrative capacity should be strengthened; this would ensure that
responsibilities are performed well and in a timely manner. Training of competent
staff

It is essential to continually raise the level of knowledge or support for acquiring new
knowledge in the management authorities by training personnel to detect possible
cases of fraud at the project appraisal and implementation stages by applying the
practical COCOF guidelines on fraud, participating in international training events (to
become familiar with practice in other countries), familiarising project managers
through seminars and lectures with the best practice of the Lithuanian authorities and
EU Member States in combating fraud, and also by disseminating information on
irregularities and suspected criminal acts (notification of detected cases) established
by intermediate and implementing bodies and informing project managers' founding
authorities about the detected irregularities, sanctions applied to the project managers
and preventive measures to improve the management of irregularity prevention and
the risk of fraud.

Increased access to national and regional databases

Access to databases would improve the prevention of fraud aimed at obtaining
assistance from several sources and reduce the possibility of illegally obtaining
assistance through the submission of incorrect data. To improve the detection of cases
of fraud it is essential that information available to other bodies on infringers and
possible cases of fraud be exchanged, the early warning system be applied,
information be entered and regularly updated in the SFMIS on all irregularities
committed by project managers, and it is necessary to apply sanctions to infringers
and conduct litigation proceedings and, as already mentioned, publicise irregularities
and suspected criminal acts detected by the implementing bodies (notification of
cases detected), and offer international training (to become familiar with the practices
of other countries). Legislation allowing cross-checking from different relevant data
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sources. Cross-checking of information increases the likelihood of preventing double
financing. Increased powers of the authorities in relation to exchange of information,
access to databases;and checks.

Other: Closer cooperation with law enforcement agencies is essential, by sharing
experience through the discussion and classification of typical cases of fraud, as is the
training of staff dealing with irregularities. Regular meetings of staff members of
international implementing bodies who investigate irregularities should be organised,
at which particular investigated cases of fraud could be considered For this purpose it
is suggested that the AFCOS meeting platform be more widely used.

LU

Financial ESF: by cross-checking figures from different sources. Technical ESF: by
using IT tools that facilitate controls (e.g. Excel table to calculate salaries
automatically). Human ESF: through a larger control team and more availability in
the field. Training of competent staff ESF: A considerable effort has been made on
training and circulating information. This effort must be permanent.

Other ESF: The circulation and availability of information is important.

MT

Financial - investment in training on fraud detection techniques and investment in a
common computerised information repository for the cross-checking of information
provided by different national stakeholders. Technical - by using IT tools to facilitate
controls. Human - through a larger, qualified control team. Training of competent
staff - training on the detection and prevention of fraud and awareness campaigns on
fraud indicators.

Increased access to national databases (Technical); Legislation allowing cross-
checking from different relevant data sources (Technical); Increased powers of the
authorities in relation to exchange of information, access to databasis and checks

NL

In the case of Structural Funds, not necessary in the NL.

AT

Increased access to national and regional databases : The planned national
transparency database (on all the public support granted) could be helpful, especially
with regard to multiple funding.

PL

Staff training — According to the statistics concerning proven anomalies, the majority
of such cases concern highly specialised fields, including in particular public
procurement law. In order to ensure the effectiveness of control activities in these
areas, it is necessary to have skilled staff with extensive knowledge in the area under
investigation. Knowledge should be increased above all through the staff training
mentioned earlier.

Other:

One solution which may impact positively on the detection of irregularities is shifting
the emphasis away from checking to ensure that measures taken comply with formal
requirements towards checks on progress made and differentiating between purely
formal errors which do not have financial consequences and irregularities which do
have negative financial consequences for the EU budget.

PT

Human - More human resources allocated to on-the-spot checks. Training of
competent staff - Training in judicial investigations.

RO

Financial - encouraging performance by offering financial incentives to the personnel
with control tasks, according to their achievements in preventing fraud and recovering
damages caused by the projects' beneficiaries; priority allocation of financial
resources to preventing irregularities and the resizing of the control apparatus to
achieve that goal. Technical - increased and more efficient use of technical resources
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such as the control software (I2 Analist Notebook, Ibase, Ibridge, etc.) and analytical
instruments, interconnecting the databases, data mining, database access. Providing
portable IT equipment for the personnel with control tasks, to enable them to access
the database developed on the basis of previous checks during missions taking place
outside the office; the possibility of carrying out on-the-spot technical checks in the
case of projects providing financing for infrastructure works. Human - mainly
training on preventing irregularities. Training of competent staff - continuous
development of the professional skills of the staff through training/exchanges at
various institutions, covering topics related to the prevention, detection and
rectification of irregularities. Adjusting the number of personnel employed by the
control bodies, in line with the number of projects monitored and checked. - more
flexibility in the working procedure established between the departments responsible
for monitoring the projects and those responsible for control, to enhance efficiency in
communication and reduce the duration of the checks.

Increased access to national and regional databases - obtaining, through OLAF,
access for DLAF to the EURODB and INFOBASE databases. Increased powers of
the authorities in relation to exchange of information, access to databasis and checks -
Once the new Ministry of European Affairs has been established, pursuant to
Government Emergency Order No 78/2011 introducing certain organisational
measures in the field of European affairs, the exchange of information among the
entities involved in administering structural instruments will be more efficient and
flexible, because that new institution will act as coordinating authority for structural
instruments. It will be responsible for the coordination, preparation, development,
harmonisation and operation of the legal, functional and planning framework for
managing structural instruments.

SI

Increased or improved use of resources (Bold and specify selected answers):
Introduction of IT software for detecting and preventing duplicate financing using the
databases of the Tax Administration, the Public Payments Administration and the
Agency for Public Payments and Records, the Ministry of Finance and the Official
Gazette of the Republic of Slovenia. The Budget Supervision Office organises annual
conferences on the protection of the EU's financial interests for persons responsible
for the management and control of EU funds.Technical; Training of competent staff
Improved information sharing and availability (Bold and specify selected answers):
Introduction of IT software for detecting and preventing duplicate financing using the
databases of the Tax Administration, the Public Payments Administration and the
Agency for Public Payments and Records. Increased access to national and regional
databases; Legislation allowing cross-checking from different relevant data sources;
Amendments to legislation on time-barring and quantitative thresholds identifying
criminal behaviour; Increased powers of the authorities in relation to exchange of
information, access to databases and checks.

SK

Financial: Increased funding or better appraisal of staff conducting checks, aimed at
reducing the turnover (fluctuations) in staff. Technical. Human: Increased numbers
and improved motivation of staff. Training of competent staff: Regular training of
employees checking areas connected with expenditure eligibility, accounting, fiscal
obligations and public procurement, thus improving the quality of checks at
regulatory authority level and enabling unauthorised expenditure to be identified
before payment. Information on the latest findings, problems and staff training at
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Member
State:

2.1.6.  How could the detection record be improved

international level, enhancing awareness of experiences and good practice in other
countries.

Increased access to national and regional databases: Access to national and
transnational databases in other Member States would shed light on other cases of
irregularities and suspected fraud. Linking of information systems on funding from
State budgets and EU sources would be useful particularly in terms of avoiding
duplication of funding and identifying problematical beneficiaries. Legislation
allowing cross-checking from different relevant data sources. Increased powers of the
authorities in relation to exchange of information, access to databases and checks:
The best method of detecting offences is effective cooperation and information
exchange between all concerned, particularly at national level but also at international
level. One possibility for strengthening mutual cooperation is to link different
information sources or databases and to give competent staff limited access to
important information from those databases. Other.

SE

Increased access to national and regional databases. Other: There are currently
opportunities in Sweden for staff from different managing authorities to exchange
experiences. Cooperation and exchange of information could be developed further.

UK

WG - Increased due diligence. More resources (numerous options). UK: Human.
Training of competent staff - DFPNI: Part of the induction process for new
Programme staff could be used to deliver training on Indicators of Fraud, with
specific reference to COCOF Working Document 09/0003/00 of 18/02/2009;
Information Note on Fraud Indicators for ERDF, ESF and CF in addition to refresher
training for existing front-line staff. Additional emphasis placed on fraud prevention
training.

WG - Information sharing between grant funding bodies. Intelligence database on
fraudulent companies and individuals. Additional financial investigative powers.
Increased access to national and regional databases- DFPNI: More use of National
Fraud Initiative including checking all persons employed through the Programmes
against welfare and housing benefit databases. Greater visibility on the websites
regarding the reporting of fraud. More emphasis on the verification of third party
suppliers and procurement issues in general. Legislation allowing cross-checking
from different relevant data sources. Amendments to legislation on time baring and
quantitative thresholds identifying criminal behaviour. Increased powers of the
authorities in relation to exchange of information, access to databasis and checks.
Other (specity). SG & DCLG: Better sharing of information between Mas.

Member
State:

2.1.7.  Does your Member State apply cost benefit analysis when conducting anti-
fraud investigations?

BE

No

FSEBRU

ESF-VL

FSED:

ESF: No - controls are carried out automatically with the aim of checking each
operator on the spot at least twice over the whole programming period.
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EN

b 2.1.7.  Does your Member State apply cost benefit analysis when conducting anti-
State: . .
fraud investigations?
ERDF Wallonia
ERDF Brussels Capital Region:

BG Yes. Financial risk threshold. Ex-ante control of public procurement depending on its
type and value.

Where public procurement procedures are carried out by the beneficiary, the
Managing Authority of the Operational Programme ‘Technical Assistance’ performs
ex ante control according to the value of the contract. Public interest. The priority of
the check conducted dependes on how much public contribution is affected.Other
(specify)

All suspicions of irregularities or fraud have to be investigated by the managing
authority.

Cz Yes. In some cases we request an expert opinion on the open market value. Where the
MA is to assess an irregularity which is a suspected fraud, it automatically refers the
irregularity to be examined by the competent authorities.

DK No. There appears to be no immediate need for cost benefit analyses, as all incidences
of irregularities and fraud detected are pursued.

DE N/A

EE No - Fraud is investigated irrespective of the amount involved, either in
misdemeanour proceedings or criminal proceedings

IE
Other - Yes, provided it does not impinge on proven privacy entitlements of
individuals within Member States.

No specific cost benefit analysis of anti-fraud investigations are carried out in respect
of ESF or ERDF activities.

ES N/A

FR Preparation underway

EL Yes. Public interest (SDOE). Annual investigative priorities (SDOE).

HU NO

IT Other (specify): Ministry of Economic Development and Ministry of Education,
Universities and Research - On-the-spot checks on a sample of measures selected by
way of preliminary risk analysis. The Region of Basilicata and the Guardia di Finanza
carry out joint analysis of irregularities uncovered in terms of:

- Economic sectors most at risk;

- Most significant or most frequent types of irregularities uncovered and the
mechanisms involved;

- Comparison of the outcomes;

- More effective monitoring methods.

LV There is no information on what methods the law enforcement authorities use in their
work. If cases of suspected fraud are detected in the EU funds system, the bodies
involved in managing the EU funds contact the law enforcement authorities, which
perform the relevant investigation.

LT N/A

97

EN



Dol 2.1.7.  Does your Member State apply cost benefit analysis when conducting anti-
State: . .
fraud investigations?

LU No, ESF: each operation is checked with the same attention to efficiency.

MT Yes. Financial risk threshold

NL In the case of Structural Funds, not necessary in the NL.

AT No

PL No

PT No

RO Financial risk threshold - Government Emergency Order No 66 on preventing,
detecting and penalising irregularities in the granting and use of European funds
and/or the corresponding national public funds introduces the principle of
proportionality, according to which any administrative measure adopted must be
appropriate, necessary and in line with the objective pursued as regards both the
resources used in order to detect irregularities, taking into account the nature and
frequency of irregularities, and the establishment of budgetary debts arising from
irregularities.

SI No. We perform internal controls in accordance with a risk assessment which includes
up to 10 risk factors for individual operational programmes and a prescribed sampling
methodology.

SK No: Audits are conducted regardless of cost or potential findings

FI No

SE No

UK SG: No; DWP: No DFPNI; No, All suspected fraud is investigated. NI policy is to
report all suspected fraud to the PSNI and the decision to pursue a criminal case rests
with the the Public Prosecution Service.

Dol 2.1.8.  Has your Member State administration adopted guidelines to distinguish

State: . o

between fraud and irregularities?

BE Yes
CAIF
Wallonia region: An administrative circular approved by the Walloon Government on
16 March 2006 establishes general principles for assessing irregularity. Point 2.9 of
the circular defines suspicion of fraud as an irregularity triggering administrative
and/or judicial proceedings at national level to determine the existence of intentional
behaviour, in particular fraud.

FSED. When were they updated last?

FSED: 2008

ERDF Wallonia: administrative circular

No

ALV: No

ESF: No - definition taken from European legislation.

D2 EFRO VL: No

ERDF Brussels Capital Region: According to CAIF, fraud exists when the irregularity
has been intentionally, i.e., knowingly, committed. How do you propose a coherent
application of the definition of fraud vs irregularity?
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Member
State:

2.1.8. Has your Member State administration adopted guidelines to distinguish
between fraud and irregularities?

ALV: In the case of fraud there is the question of intentional conduct according to the
definition. Do you plan to adopt guidelines and if so, when? D2 EFRO VL: No, no
specific difference between fraud and irregularities as regards the choice of procedure

BG

Yes. When have they been updated the last time?

The definitions of Regulations (EC) Nos 2988/95 and 1083/2006 and the Convention
of 26 July 1995, adopted on the basis of Article K3 of the Treaty on the European
Union, are applied. These are transposed in the supplementary provision of the
Regulation laying down the procedures for handling irregularities under funds and
programmes co-financed by the EU, the Procedural Manual for the Management and
Implementation of the Operational Programmes and the Financial Management and
Control of the Public Sector Act.

The Regulation laying down the procedures for handling irregularities under funds
and programmes co-financed by the EU was last updated by an amendment (SG No 7
of 21 January 2011).

The Financial Management and Control of the Public Sector Act was last updated by
an amendment (SG No 98 of 13 December 2011).

The Manual of Procedures of the operational programmes was last updated in 2011.

Cz

Yes. They form part of the Methodological guidance on irregularities and the
Methodology of financial flows and the control of programmes co-financed from the
Structural Funds, the Cohesion Fund and the European Fisheries Fund for the 2007-
2013 programming period. When have they been updated the last time? The
Methodological guidance on irregularities was last updated in October 2011, and the
Methodology of financial flows and the control of programmes co-financed from the
Structural Funds, the Cohesion Fund and the European Fisheries Fund for the 2007-
2013 programming period was last updated in January 2011.

DK

Yes. When were they last updated? 3 November 2000.

DE

No.The forms of fraud are defined in the Penal Code, as are the duties of public
officials if they suspect fraud. Irregularities regarding suspected fraud are dealt with
by the interdepartmental working group AFCOS, on which the State Prosecutor's
Office.

EE

When were they last updated? - The guidelines for notifying infringements that
occurred when using aid (also concerns fraud) were updated in 2010 and reviewed in
early 2012. Ongoing consultation and cooperation, regular training.

IE

No. While no specific guidance makes a distinction between fraud and irregularities,
irregularities are covered comprehensively in the Department of Finance Circular
12/2008 for EU Structural funds of 21 July 2008.

EL

N/A

ES

Yes. When have they been updated the last time ? Ley Orgéanica 5/2010, de 22 de
junio, por la que se modifica la Ley Organica 10/1995, de 23 de noviembre del
Cdodigo Penal [Organic Law No 5 of 22 June 2010 amending Organic Law No 10 of
23 November 1995 of the Penal Code] raises the threshold above which fraud against
public finances is subject to criminal penalties to EUR 120 000.
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Member
State:

2.1.8. Has your Member State administration adopted guidelines to distinguish
between fraud and irregularities?

FR

The CICC for EU funds (ERDF-ESF-EFF) applies the definition of fraud contained in
EU regulations (Commission notice OJ C 316, 27.11.1995, p. 49) (MAJ No 5,
September 2000).

IT

Most recent update? (1) National Antifraud Committee - Decision No 13/2008 on
"Explanatory notes on Interministerial Circular of 12 October 2007 on
communication flows". (2) Ministry of Economic Affairs and Finance - General
National Accounts Department - IGRUE, within the Technical Assistance for Regions
Project under the Convergence objective (IGRUE OP AT), with the assistance of the
NOP 'GOVERNANCE' and ERDF AT 2007/2013, drew up “Guidelines for managing
irregularities and recoveries", most recently updated on 29 July 2011.

CY

Yes - the CA has issued the "Reporting of Irregularities Circular" where a distinction
has been made between fraud and irregularity and there is specific guidance for the
treatment of cases of fraud (as far as reporting is concerned). When have they been
updated the last time? Dec 2009

LV

Yes. When have they been updated the last time? a) The Guidelines for reporting
irregularities found in the implementation of EU Funds and for recovery of ineligible
expenditure in the 2007-2013 programming period, which were updated on 10
January 2011, contain information on what is to be done when RA/LB suspect that
fraud has been committed. Some issues related to cases of fraud are also considered at
quarterly meetings on irregularities (see the reply under point 2.1.1) and information
recorded in the minutes of these meetings. Where there is a lack of clarity, the RA/LB
request explanations/recommendations from the MA. b) The RA/LB are provided
with all the latest information and explanations received from the EC/OLAF; c)
Unclarified issues in respect of possible suspicion of fraud are discussed at meetings
of the AFCOS Council and at separate meetings with representatives of the law
enforcement authorities.

LT

Yes. When have they been updated the last time?

The notion of an irregularity has been defined in the Rules on establishing and
eliminating irregularities in the use of EU financial assistance, which were approved
in Resolution No 1K-307 of the Minister for Finance of 17 October 2005 (Official
Gazette 2005, No 127-4588). The notion of fraud corresponds to that of a criminal act
as laid down in Article 182 of the Lithuanian Criminal Code (last amended on 28
June 2007, Official Gazette 2007, No 81-3309).

LU

Yes. When were they updated last? ESF: Updated regularly.

HU

The instructions issued in August 2010 for notifying the Commission of the
irregularities established in the course of using the aids granted from the structural
funds in the 2000-2006 and the 2007-2013 programming periods contain guidelines
for distinguishing between irregularities and fraud and cases giving rise to the
suspicion of fraud.

In October 2011 a technical manual will be issued for reporting irregularities
concerning aid from the European Regional Development Fund, the European Social
Fund and the Cohesion Fund in the programming period 2007-2013. In order to
ensure knowledge of the legal provisions on reporting irregularities, this manual will
contain guidelines on the procedures to be followed in cases of fraud or suspected
fraud.

MT

Yes. 2008
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State:

Member

2.1.8.

Has your Member State administration adopted guidelines to distinguish
between fraud and irregularities?

NL

Yes. This distinction is made in both the Management and Organisation policy
framework and the Irregularities Management Plan (Draaiboek onregelmatigheden).
When have they been updated the last time? ESF: Management and Organisation
policy framework 2010; Irregularities Management Plan (Draaiboek) 2008. ERDF: an
amended version was issued In November 2010; this is currently being updated.

How do you foresee a coherent application of the definition of fraud vs irregularity?
Using the Irregularities Management Plan.

AT

Yes. When have they been updated the last time ? There is an information sheet for
reporting irregularities, and reporting forms. These are for all administrative bodies.
The last update was in June 2010 and explains the definitions.

No. How do you foresee a coherent application of the definition of fraud vs
irregularity ? Irregularities are recorded centrally. If there is any confusion as regards
to the definitions of irregularity and suspected fraud, further information is obtained.
Do you plan to adopt guidelines and if yes, when ? An amendment of the information
sheet is planned - an adjustment in line with the amendments to Directive (EC)
1828/2006.

PL

No. The distinction is clear from existing legislation, which indicates that action
should be considered a crime. There are also guidance for differentiation and
classification of suspected cases of irregularity and fraud.

PT

Yes. Guidelines were adopted on 11 February 2011 with the approval of the Manual
for reporting irregularities to OLAF (2007-2013 PP).

RO

When have they been updated the last time? - The last update occurred on 29 June
2011, through the adoption of Government Emergency Order No 66/2011 on
preventing, detecting and penalising irregularities in the granting and use of European
funds and/or the corresponding national public funds. And on 15th of September
2011, through the adoption of Government Decision No 875/2011 approving the
implementing rules for Government Emergency Order No 66/2011 on preventing,
detecting and penalising irregularities in the granting and use of European funds
and/or the corresponding public funds.

SI

No. The forms of fraud are defined in the Penal Code, as are the duties of public
officials if they suspect fraud. Irregularities regarding suspected fraud are dealt with
by the interdepartmental working group AFCOS, on which the State Prosecutor's
Office and the Criminal Police Administration are also represented. By April 2012 the
Managing Authority intends to go into more detail concerning this field - and the
measures for distinguishing irregularities and fraud - in its instructions on
implementing checks under Article 13 of Regulation (EC) No 1828/2006, taking into
account the European Commission's updated document, 'Requirement to Report
Irregularities'.

SK

Yes. When have they been updated the last time? 1 April 2011.

SE

Yes. When have they been updated the last time? Internal guidelines for OLAF
reports adopted on 2011-05-10 (ERDF)

UK

SG: Yes. There are a number of publications spread across the Scottish Government
setting out the differences between irregularities and fraud. These include our
Management Control System, the Audit Manual and Desk Instructions. In addition,
there are corporate guidelines such as the Scottish Public Finance Manual, which
provides guidance on the prevention, detection, reporting and handling of fraud, and
the Scottish Government also subscribes to the HM Treasury publication: "Managing
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Dol 2.1.8.  Has your Member State administration adopted guidelines to distinguish
State: . o
between fraud and irregularities?
Fraud - a guide to Managers", which covers the handling of fraud and financial
irregularities. DFPNI: Yes

g/{nger 2.1.9.  How often do you audit the reporting of suspected fraud to OLAF?

BE Every year
ALV: Fraud is a permanent feature in the European Fisheries Fund annual audit, but
is yet to crop up during the reference period. Never CAIF, ESF, FSED, ERDF
Brussels Capital Region

BG Annually
AFCOS now has an ‘Administrative Control’ sector, which performs administrative
checks on the handling of irregularities under EU funds and programmes by means of
ex ante and ex post checks under pre-established plans for the year in question. For
2011 22 checks were planned, of which 14 had been carried out at 30 September
2011.

Cz Never.

DK Bi-annually

DE Twice a year - The MA performs such an audit four times a year, during which it
evaluates and checks the information presented at quarterly meetings on irregularities
and takes the relevant decisions.

EE Never: Reports are sent to OLAF by AFCOS Estonia which checks all reports on
infringements sent to it by the implementing body. The activities of AFCOS Estonia
were assessed by Sigma in 2004. The obligation to inform the implementing body of
any infringements was assessed as part of the audit of management and control
systems, but the area as a whole was not audited.

IE Annually - Yes

EL Less frequently (SDOE).

ES Never

FR During systems audits, the CICC verifies whether irregularities of more than EUR 10
000 (EU funds) have been notified to OLAF.

IT Half-yearly (Region of Basilicata, Bolzano Autonomous Province, Ministry of
Economic Devlopment)

CY Annually (by the Internal Audit Service)

LT Annually

LU Annually (ESF) ; Less frequently (ERDF)

HU Twice a year (the quarterly irregularity reports contain these data. The Managing
Authorities and Intermediate Bodies review the reports every quarter).

LV Twice a year - The MA performs such an audit four times a year, during which it
evaluates and checks the information presented at quarterly meetings on irregularities
and takes the relevant decisions.
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Member
State:

2.1.9.  How often do you audit the reporting of suspected fraud to OLAF?

MT

Less frequently: As part of the system audit

NL

Never. So far there has never been a report of suspected fraud.

AT

N/A

PL

Annually

PT

Annually - When it audits the certifying authorities for the 2007-2013 programming
period, IGF checks whether all cases of irregularity and suspected fraud subject to
reporting requirements that have been detected during management and audit
procedures have been communicated to IGF so that it can meet its reporting
obligations in full. Quarterly - Checks are done every quarter when IGF (OLAF's
contact point in this connection) sends each certifying authority an overall list of
cases reported to OLAF. Less frequently - When it audits the management and
control systems for the 2007-2013 OPs, IGF checks for each OP whether it has been
informed of all cases of irregularity and suspected fraud, detected during management
and audit procedures, that have to be reported to OLAF. IGF also sends each
certifying authority the IMS export files showing which cases have been reported, so
that they can see the state-of-play at OLAF (e.g. cases closed after confirmation by
managing DG that the expenditure has been withdrawn from certification to the EC).

RO

Annually - during audit missions carried out at the relevant authorities and quarterly
during the process of reporting irregularities, as well as whenever necessary.

SI

Annually

SK

Annually - Quarterly

FI

Annually. As the managing authority in Slovenia the SVLR reports annually but in
some cases more frequently e.g. twice a year. Less frequently. In line with the audit
strategy of the independent audit authority, a horizontal audit of how irregularities are
dealt with is carried out every seven years.

SE

Annually Follow up reported cases with OLAF, further develop procedures (ERDF,
ESF)

UK

Annually: WG - Reporting of suspected frauds would be undertaken as these are
identified. Less frequently: SG - We have logged the need to cover this and have
included in our long term plan a review of the adequacy and robustness of the
management, control an operational systems to prevent, detect and investigate fraud.
DFPNI: Less Frequently. DWP - Never

Member
State:

2.1.10. How often trainings have been given to staff dealing with reporting of
suspected fraud to OLAF?

BE

COMMENT: This question should be rephrased as follows: how often do staff who
mention fraud when reporting irregularities to OLAF follow training courses? Once a
new case is entered in the opinion modules, the individuals concerned are invited by
OLAF to update their training and documentation. This information is then
transmitted internally to officials on the ground through specific training (see the
'train the trainers' principle). Every year

ESF: Yearly 'train the trainers' seminar organised by OLAF.

FSEBRU: Every year

ERDF Brussels Capital Region: Less frequently ALV. Never
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Ig/{etm.ber 2.1.10. How often trainings have been given to staff dealing with reporting of
ate: suspected fraud to OLAF?
ALV
FSED

BG Bi-annually. Training is provided to newly-appointed staff dealing with irregularities
and, when new modules are introduced in the IMS system, working meetings are held
with officers in charge of irregularities of all managing authorities, at which reporting
of irregularities is discussed, information about the latest developments is given and
methodical assistance is provided on specific cases.

Cz Bi-annually. Training is provided to newly-appointed staff dealing with irregularities
and, when new modules are introduced in the IMS system, working meetings are held
with officers in charge of irregularities of all managing authorities, at which reporting
of irregularities is discussed, information about the latest developments is given and
methodical assistance is provided on specific cases.

DK Less frequently

DE Twice a year

EE Annually: OLAF is notified by AFCOS Estonia (OLAF's official partner in Estonia)
and only OLAF provides the officials working for AFCOS Estonia with training
(AFCOS Round Table Meeting). There are too few training sessions, discussions and
meetings.

IE Annually - Yes

EL Less frequently

ES Never

FR CICC EU funds (ERDF-ESF-EFF): yearly (auditors seminar, 100 participants
annually)

IT Yearly by e-learning (Guardia di Finanza)

CY Less frequently

LT Annually

LU Bi-annually (ESF) but not specifically with OLAF in mind. Less frequently (ERDF).

HU Twice a year (in cooperation with the National Tax and Customs Office's OLAF
Coordination Office)

LV Twice a year - Training is organised as required. Staff also participate in training
organised by the EC/OLAF. Information is entered in the EC/OLAF IMS system in
line with EC/OLAF guidelines. The EC/OLAF clarify issues which are unclear and
the AA/CA are informed thereof. These issues are also examined at quarterly
meetings on irregularities (i.e. all irregularities, not just those reported to EC/OLAF).

MT Annually

NL Never.

AT Never. We cannot answer this, as owing to Austria's federal structure the
administration and control system is decentralised and each department can
implement basic and further training measures at its own discretion.

PL Less frequently* - (or more frequently) training is organised as the need arises for
staff to be made aware of new or amended legislation

PT Less frequently.
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Member
State:

2.1.10. How often trainings have been given to staff dealing with reporting of
suspected fraud to OLAF?

RO

Less frequently.

SI

Annually. Continuously. Staff regularly take part in meetings organised by OLAF, by
the European Commission and by the Council (GAF) concerning the protection of the
EU's financial interests. Staff also attend regular conferences on public internal
financial control, the prevention of fraud and corruption and the EU budget organised
by the Budget Supervision Office of the Republic of Slovenia, the Anti-Corruption
Commission, the Audit Court and the EU Representation, etc.

SK

Annually: At least once a year

FI

Less frequently.

SE

Annually

UK

Annually: WG; SG - (this is the best fit classification from the options available) -
Internal Audit Division's training tends to be undertaken on an ongoing basis topped
up with ad-hoc events etc. Staff have been provided with fraud training as part of the
professional syllabus set by the Chartered Institute of Internal Auditors. In addition,
individual staff have attended specific fraud training sessions and all staff involved
with EC business receive guidance on OLAF requirements as part of the induction
process. Less frequently DFPNI. DWP - Never
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