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EXECUTIVE SUMMARY

In the 2016 Article 325 TFEU Report on the protection of the European Union's financial
interests, the Commission made a number of recommendations to the Member States, one
recommendation for the revenue side of the budget and three recommendations for the
expenditure side as follows:

A. REVENUE

Recommendation 1:

Member States were invited to review their management and control strategy with
regard to customs valuation. With a view to protecting the EU’s financial interests, they
are requested to review their national procedures and control systems, in particular by:

including in their risk management system EU-wide risk profiles based on ‘clean
average prices’ and systematically challenging potentially undervalued goods
detected by means of risk profiles;

not releasing the goods unless the declarants of potentially undervalued goods
remove the authorities’ reasonable doubts about the accuracy of the declared
value or provide a guarantee fully covering the customs debt which may be
incurred;

applying the customs valuation methodology provided by customs law.

B. EXPENDITURE

Recommendation 2:

The Commission called on the Member States to:

fully transpose Directives 2014/23/EU, 2014/24/EU and 2014/25/EU and put their
implementation high on the political agenda;

enforce the new Directives with a focus on transparency and integrity in public
procurement, prevention and detection of fraud and corruption and better
monitoring of public procurement systems;

make use of the possibilities offered by simpler rules and fully realise the
potential of e-procurement, which will become mandatory by October 2018.

Recommendation 3:

When reporting irregularities (fraudulent and non-fraudulent), all competent
authorities are asked to provide information about the location and, for cohesion
and fisheries policies, the priority area of the measures/projects affected.

When updating irregularities previously reported Member States are also asked
to provide this information if they have not done so already.
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Recommendation 4:

e All Member States are invited to take into account the findings of this report in
their fraud risk assessments for the programming period 2014-2020 and to pay
particular attention to the priorities highlighted and to interventions which are
similar in scope and nature.

e In view of the low detection results for ETC programmes and considering the
increasing threat of transnational fraud, Member States are asked to increase
their attention and cooperation.

e All Member States are asked to review their fraud risk assessments in relation to
market support measures taking into account the information highlighted in this
report.

As stated in the previous PIF Report 2016, there is increasing awareness of the threats posed
by fraudsters and the difficulties for single national authorities to cope with the cross-border
dimension of the various schemes put in place. This translated into a growing willingness to
share information and best practices and, within adequate legal frameworks, relevant data. It
was stated in the 2016 PIF Report that the EU and its Member States are now better equipped
than a few years ago and there is an increasing commitment to do even more.

The follow-up to the 2016 PIF Report recommendations, through the analysis of the Member
States' replies and the illustration of the measures taken at national level to combat fraud as
regards the four recommendations, aims to serve as a reference document to show the efforts
made by the EU Member States in 2017.

As a general remark, it can be seen that the efforts made by most Member States in 2017 were
evident through their detailed follow-up to the recommendations. The detailed replies
provided by the majority of the EU Member States confirmed the growing willingness to
share information and best practices. The replies also illustrated the increasing commitment
by Member States to enhance their role in the fight against fraud and the protection of the
European Union's financial interests. Measures provided by the Member States, as well as
successful examples shared, are listed further in this document.

As regards the first recommendation on customs undervaluation, the Commission has stated
in the 2016 PIF Report that the Traditional Own Recourses inspections carried out in 2016 on
control strategy in customs valuation showed that flaws in the management and control of
undervalued imports of textiles and footwear may have significant negative consequences for
the EU budget. Appropriate risk profiles need to be in place, undervalued imports need to be
systematically challenged and customs values corrected in line with EU regulations.

Therefore, with the first recommendation, EU Member States were invited to review their
management and control strategy with regard to customs valuation. The replies received by
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Member States showed that the majority of the Member States' have either fully or partly
reviewed their national procedures and control systems with regard to customs valuation.
Most Member States reported that they also include EU wide risk profiles based on ‘clean
average prices” and all Member States® reported that they systematically challenge potentially
undervalued goods detected by means of risk profiles. Nevertheless, only 11 Member States”
reported that they implement new rules regarding the non-release of goods in relation to
potentially undervalued goods in addition to providing a guarantee fully covering the customs
debt which may be incurred when there are reasonable doubts about the accuracy of the
declared valued. Lastly, as concerns the application of the customs valuation methodology
provided by customs law, most Member States® reported that in case reasonable doubts are
not dispelled, and the transaction value method is not applicable, they make use of this
methodology, also known as the sequential approach.

The second recommendation on public procurement was inserted in the 2016 PIF Report as a
follow-up to the fact that OLAF’s investigations have shown that this area remains an
attractive marketplace for fraudsters, with many procurement fraud cases being transnational,
as the new fraud scenarios often involve a contracting authority from one Member State and
bidders from several other Member States who subcontract their works to companies in
different countries.® Quantitatively, over the last five years, 20% of all reported irregularities
have been related to breaches of public procurement rules, accounting for 30% of all reported
irregular financial amounts. The public procurement directives should have been transposed
by 18 April 2016, to introduce a modernised and streamlined legal framework.

The Member States' replies to the second recommendation showed that 24 Member States
reported having fully transposed the public procurement directives, introducing at the same
time the appropriate legal framework to facilitate the transposition of the directives into
domestic law.” Three Member States reported that the directives are currently under the last
parliamentary procedures before their entry into force in the near future, most likely within
2018.% Moreover, a very positive outcome through the follow-up to this recommendation was

! Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Spain, Greece, France, Croatia,
Italy, Luxembourg, Lithuania, Latvia, Malta, Hungary, the Netherlands, Austria, Portugal, Romania, Slovenia,
Slovakia, Finland, Sweden and the United Kingdom.

2 Czech Republic, Germany, Estonia, Spain, Croatia, Italy, Cyprus, Latvia, Lithuania, Hungary, the Netherlands,
Austria, Portugal, Romania, Slovenia, Slovakia, Sweden and the United Kingdom.

® Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, France, Croatia,
Italy, Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Austria, Poland, Portugal,
Romania, Slovenia, Slovakia, Finland, Sweden and the United Kingdom.

* Denmark, Ireland, Greece, Spain, Croatia, Lithuania, Malta, Austria, Romania, Slovenia and the United
Kingdom.

> Belgium, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, Croatia, Italy, Cyprus, Latvia,
Lithuania, Luxembourg, Hungary, the Netherlands, Austria, Slovenia, Slovakia, Finland, Sweden and the
United Kingdom.

® See 2016 PIF Report, page 32.

" Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, France, Croatia, Italy,
Cyprus, Latvia, Lithuania, Hungary, Malta, the Netherlands, Poland, Portugal, Romania, Slovakia, Finland,
Sweden and the United Kingdom.

& Spain, Luxembourg, Slovenia.
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that most Member States enforced the directives with an increased emphasis on transparency
and integrity, prevention and detection of fraud and corruption® and better monitoring of
public procurement systems™, reporting on measures taken at national level to establish a
legal as well as administrative framework towards this end. Lastly, an additional constructive
and encouraging follow-up was that the majority of the Member States reported making use
of the possibilities offered by simpler rules and made steps to fully realise the potential of e-
procurement, which will become mandatory by October 2018.*

The third recommendation concerned data quality. The analysis illustrated in the previous,
2016 PIF Report had been further deepened and refined to enable better targeting of specific
areas at risk. This was possible because of the quality of the reported data, which is
progressively improving. Therefore, Member States were invited to provide information
concerning about, on the one hand, the location and, for cohesion and fisheries policies, the
priority area of the measures/projects affected, and on the other hand, whether they update
irregularities previously reported. The follow-up to this recommendation revealed that most
Member States took measures to include information about the location and priority area of
the projects affected in the respective cohesion and fisheries sectors.*? This illustrates the
increasing attention given by Member States in providing data quality, which will expectantly
lead to achieving an even better quality of analysis in the future.

Nonetheless, less than half of the Member States reported that they update the irregularities
previously reported™ and some Member States are doing this exercise in part.** This means
that there is still room left for improvement in this respect. The efforts made by Member
States to enhance data quality are well received by the Commission, with a remaining room
for enhancement in this area. The endorsement by several Member States of training and
seminars dedicated to the efficient use of IT systems and tools such as IMS, used by
competent authorities for reporting of irregularities and fraud, was a very positive remark.

Finally, with the fourth recommendation the Commission invited Member States to provide
information on whether the findings of the 2016 PIF Report were taken into account in their
fraud risk assessments for the programming period 2014-2020. It was positively reported that
a significant amount of Member States took into account the findings of the 2016 PIF

Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, France, Croatia,
Italy, Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Poland, Portugal, Romania,
Slovenia, Slovakia, Finland, Sweden and the United Kingdom.

Belgium, Bulgaria, Czech Republic, Germany, Estonia, Ireland, Greece, Spain, France, Croatia, Italy, Cyprus,
Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Poland, Portugal, Romania, Slovenia,
Slovakia, Finland, Sweden and the United Kingdom.

Belgium, Bulgaria, Czech Republic, Germany, Estonia, Ireland, Spain, Croatia, Italy, Cyprus, Latvia,
Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Poland, Portugal, Romania, Slovenia, Slovakia,
Finland and Sweden.

Belgium, Bulgaria, Denmark, Germany, Estonia, Ireland, Spain, France, Croatia, Italy, Latvia, Lithuania,
Hungary, Malta, the Netherlands, Portugal, Slovenia, Finland, Sweden and the United Kingdom.

Bulgaria, Germany, Greece, France (Agricultural Funds), Italy, Cyprus, Latvia (Ministry of Agriculture),
Malta, the Netherlands, Portugal, Slovakia, Finland and Sweden.

Denmark, Ireland, France (ESI Funds), Latvia (Ministry of Finance), Lithuania, Hungary and Slovenia.

10

11

12

13

14
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Report”®> and in particular that Member States, through their follow-up showed that
instruments and tools offered by OLAF and the Commission are taken into account in the risk
management of some Member States. In addition, as concerns the request for Member States
to increase their attention and cooperation as regards European Territorial Cooperation
Programmes, the fact that more than half of the Member States reported that they took
measures™ to tackle the low detection of results for ETC programmes and enhancing the
cooperation'” with other Member States in this respect is a positive outcome.

Conclusively, the follow-up on the 2016 PIF Report recommendations overall illustrated that
important and constructive efforts have been made or are ongoing by most Member States as
concerns the areas of customs undervaluation, public procurement, data quality and use of risk
analysis findings. All recommendations were adequately addressed by most Member States
and were given appropriate attention by the majority of the Member States as it can be seen
through their replies. Nevertheless, there are still opportunities for further enhancements such
as implementing new rules as regards customs undervaluation and the non-release of goods in
case of doubts and a more wide use of the EU-wide risk profiles based on ‘clean average
prices' could be envisaged. In the field of e-procurement, even more could be done so as to
achieve fully digital public procurement procedures across all Member States. Also, although
training and seminars on using IT systems for reporting is performed and initiated by some of
the Member States to enhance data quality and update of irregularities already reported,
further efforts could also be followed by other Member States. Lastly, cooperation among
Member States as concerns the increased threat of transnational fraud and ETC Programmes
can be further enhanced.

5 Belgium, Bulgaria, Denmark, Germany, Ireland, Croatia, Italy, Cyprus, Latvia (Ministry of Agriculture),
Lithuania, Hungary, Malta, the Netherlands, Poland, Romania, Slovenia, Slovakia, Finland, Sweden and the
United Kingdom..

' Bulgaria, Denmark, Germany, Estonia, Spain, Croatia, Italy, Cyprus, Latvia, Lithuania, Luxembourg,
Hungary, Malta, Poland, Portugal, Slovakia and Sweden.

7 Bulgaria, Denmark, Germany, Estonia, Spain, Italy, Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta,
Portugal, Slovenia, Slovakia and Sweden.
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1. FOLLOW UP BY RECOMMENDATION

This section looks at how and at what extent Member States have implemented each of the
recommendations. It aims to give both a holistic view on the degree each recommendation
was addressed by Member States and to highlight the best practices.

This section is divided into two sub-sections separating the recommendations related to the
revenue and expenditure sides of the budget. Each recommendation is analysed firstly by
providing accumulative results illustrating the number of Member States having addressed
each of the recommendation questions, secondly by depicting some examples reported by
Member States that were to be highlighted and thirdly, by listing the best practices. Each
paragraph following the recommendations consists of titles which aimed to cover all aspects
of the information the Commission envisaged to receive vis-a-vis the recommendations.
These titles were used as guiding questions for Member States to assist them to provide their
replies to the follow-up of the 2016 PIF Report recommendations.*®

For the reader's specific reference, the Member States' detailed and unprocessed replies as
well as the guiding questions provided by the Commission are listed further in this document,
under Section 2: "Replies of Member States".

1.1. REVENUE

1.1.1. MANAGEMENT AND CONTROL STRATEGY WITH REGARD TO CUSTOMS VALUATION

With the first recommendation, the Commission invited Member States to review their
management and control strategy as regards customs valuation. With a view to protecting the
EU's financial interests, they were requested to review their national procedures and control
systems. The Commission invited Member States to review them in particular by:

(a) including in their risk management system EU-wide risk profiles bases on ‘clean average
prices' and systematically challenging potentially undervalued goods detected by means of
risk profiles;

(b) not releasing the goods unless the declarants of potentially undervalued goods remove the
authorities' reasonable doubts about the accuracy of the declared value or provide a guarantee
fully covering the customs debt which may be incurred and;

(c) by applying the customs valuation methodology provided by customs law.

8 Member States were given the choice either to make use of the guiding questions, or to present their reply to
the various questions in the form of a single text.
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Review of national procedures and control systems

Overall, 10 Member States'® reported that they have fully and 17 Member states?® have partly
reviewed their national procedures and control systems. One Member State reported that no
new actions were taken regarding national procedures and control systems.”* 18 Member
States provided explanations or details for their respective actions about reviewing their
national procedures and control systems with regard to customs valuation.?

France reported that the inspections policy for combating valuation fraud is still evolving,
putting more emphasis on the importance of ex-ante checks, especially after its participation
to operation SNAKE.

In addition, with a view to addressing understatement of the customs value of goods imported
into EU customs territory (mainly textiles and footwear), Poland reported having adopted
national Guidelines consisting in a set of recommendations for measures to be taken at
individual stages of the customs procedure, starting with the customs declaration.

Romania reported that it has initiated a procedure in 2017 for the re-evaluation of the
guidelines issued by the General Customs Directorate with regard to the application of the
procedure for delaying the determination of the customs value.

The countries reported having fully reviewed their national procedures and control systems
provided information about the measures taken to do so in a very constructive manner. More
specifically, Lithuania reported that customs control measures and procedures applied by the
Lithuanian Customs are in line with the 2016 Commission's recommendations and Guidelines
for preventing and detecting irregularities (under-invoicing) in imports of textiles and
footwear. Austria reported that customs data review on valuation of high risk goods from high
risk countries is one of the national customs priorities and done on a periodical basis for the
early detection and prevention of fraud. Slovenia reported that a guidance was issued on the
verification of the declared customs value of goods, in addition, created a working group and
organised seminars and workshops for officials dealing with undervaluation cases.

Italy reported that it has re-examined the methodology used for combating under-invoicing,
known as ‘credibility’ and provided information on the use of the so-called Theseus data
mining tool to identify under-invoiced goods.

Czech Republic, Croatia, Lithuania, Spain, Hungary, the Netherlands, Austria, Portugal, Romania and
Slovenia.

Belgium, Bulgaria, Denmark, Germany, Estonia, Ireland, Greece, France, Italy, Luxembourg, Latvia, Malta,
Poland, Slovakia, Finland, Sweden and the United Kingdom.

Cyprus.

Belgium, Denmark, Ireland, Greece, France, Spain, Italy, Cyprus, Latvia, Lithuania, Hungary, Malta, Austria,
Romania, Slovenia, Slovakia, Finland, Sweden and the United Kingdom.
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Inclusion of EU wide or national risk profiles based on ‘clean average prices’ (the lowest
acceptable value) in the risk management system

18 Member States®® reported that they have included EU wide or national risk profiles based
on ‘clean average prices' in their risk management systems, whereas eight Member States*
reported not including them, using other methods to calculate baseline prices. Overall, 22
Member States® provided details justifying their reply.

Poland reported that risk profiles based on "clean average prices" should be identified with
their "fair prices™ available on the AFIS portal as part of the Automated Monitoring Tool.

Czech Republic reported that the more strengthen one (CAP vs. national database) is used.
Estonia reported using the EU calculated ‘clean average price' on a case-by-case basis.

Hungary reported that the Hungarian risk management system contains risk profiles based on
‘clean average prices’. The basis of the minimum acceptable value, that is, the threshold price
is the fair market price constructed based on fused data on the import turnover of the EU28 as
indicated in the AREP Automated Monitoring Tool module operated by OLAF and the Joint
Research Centre. Slovenia reported that the lowest acceptable value is calculated based on
OLAF lowest acceptable value, (different for tariff codes and origin of goods). In the case,
that the declared value of goods is lower than the lowest acceptable value, the custom officer
should make the complete control. Slovakia reported that the threshold value used in Visegrad
4 countries is from the AREP AMT tool of AFIS system.

Member States which do not include risk profiles based on ‘clean average prices' in their
management systems explained that these either could not be activated in their territory, or
they have limited information on these values and thus use the national values, or there is no
such profile in their established electronic systems.

Implementation of risk profiles based on other values and how these values are calculated
and updated

15 Member States?® reported that they implement risk profiles based on other values and some
of these Member States®’ also explained how these profiles are calculated and updated. Ten

Czech Republic, Germany, Estonia, Spain, Croatia, Italy, Cyprus, Latvia, Lithuania, Hungary, the
Netherlands, Austria, Portugal, Romania, Slovenia, Slovakia, Sweden and the United Kingdom.
Belgium, Bulgaria, Denmark, Ireland, Greece, France, Luxembourg, Malta and Finland.
Belgium, Bulgaria, Czech Republic, Germany, Estonia, Ireland, Greece, Spain, France, Italy, Latvia,
Lithuania, Luxembourg, Hungary, Malta, Austria, Romania, Slovenia, Slovakia, Finland, Sweden and the
United Kingdom.

Belgium, Czech Republic, Denmark, Estonia, Ireland, Spain, Italy, Latvia, Lithuania, Hungary, Portugal,
Slovenia, Finland, Sweden and the United Kingdom.

Belgium, Czech Republic, Denmark, Estonia, Ireland, Spain, Italy, Latvia, Lithuania, Hungary, Slovenia,
Finland, Sweden and the United Kingdom.

24
25

26

27
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Member States?® reported that they do not implement risk profiles based on other values and
six of them? provided an explanation for their reply.

Bulgaria reported that the customs value of imported goods is determined in line with EU
legislation.

France similarly reported that the legal basis for valuation is set out in the UCC and
Implementing Regulation (EU) 2015/2447.

Poland reported that guidelines in place contain a comprehensive package of information on
the interpretation of existing customs legislation on customs value.

Systematic control of potentially undervalued goods detected by means of risk profiles

All Member States® reported that they systematically control potentially undervalued goods
detected by means of risk profiles and 20 Member States® provided details to explain the
actions undertaken including the type of check done. This illustrates that there is a
comprehensive and well integrated systematic control of potentially undervalued goods
detected by means of risk profiles as this was reported by the big majority of the Member
States.

Implementing new rules regarding the non-release of goods in relation to potentially
undervalued goods in addition to providing a guarantee fully covering the customs debt
which may be incurred, when there are reasonable doubts about the accuracy of the
declared value

12 Member States®® reported that they implement new rules regarding the non-release of
goods in relation to potentially undervalued goods in addition to providing a guarantee fully
covering the customs debt which may be incurred when there are reasonable doubts about the
accuracy of the declared valued. Out of these Member States, eight provided explanation
about the actions taken in these regard.*® Twelve Member States replied that they have not
implemented new rules pursuant to this matter.** Four of these Member States provided

% Germany, Croatia, Greece, Cyprus, Luxembourg, Malta, the Netherlands, Austria, Romania and Slovakia.

Greece, Luxembourg, Malta, Austria, Romania and Slovakia.

Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, France, Croatia,
Italy, Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Austria, Poland, Portugal,
Romania, Slovenia, Slovakia, Finland, Sweden and the United Kingdom.

Belgium, Czech Republic, Germany, Estonia, Ireland, Greece, Spain, Italy, Cyprus, Latvia, Lithuania,
Hungary, Malta, Austria, Romania, Slovenia, Slovakia, Finland, Sweden and the United Kingdom.

Denmark, Ireland, Greece, Spain, Croatia, Poland, Lithuania, Malta, Austria, Romania, Slovenia and the
United Kingdom.

Ireland, Spain, Lithuania, Malta, Austria, Romania, Slovenia and the United Kingdom.

Belgium, Czech Republic, Germany, Estonia, Cyprus, Latvia, Luxembourg, Hungary, the Netherlands,
Slovakia, Finland, Sweden.

29

30

31

32

33
34
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explanation and details for not doing so. ** Two Member States have not provided a reply to
address the requested information.*®

Two Member States reported new rules (Guidelines) related to this matter, which can serve as
best practice. Poland reported that the established guidelines designed to address
understatement of the customs value of goods imported into EU territory state that in
situations where the declared customs value is less than the reference price, the goods may be
released only in justified and fully documented cases. Austria reported that it has adopted a
special guideline with rules to support the customs officers at the moment of clearance in
view to implementing this concept, which covers the processes of requesting additional
documents, collection of guarantee (customs duties and VAT) and procedure for establishing
the customs value based on secondary methods.

Some Member States did not apply new rules in relation to this matter mainly because
Member States, as they reported, already have rules in place to cover this.*’

Systematically asking for additional information in case reasonable doubts arise providing
the operator with the opportunity to respond

25 Member States®® reported that they are systematically asking for additional information in
case reasonable doubts arise providing the operator with the opportunity to respond. 19 of
these Member States® also provided details to explain the actions undertaken. Two Member
States™® have not provided information related to this matter.

It can be seen that the concept of systematically asking for additional information in case of
doubts is well implemented by the Member States.

Systematically asking for a guarantee in case reasonable doubts are not dispelled and the
operator wants the release of the goods

23 Member States* replied that they systematically ask for a guarantee in case reasonable
doubts are not dispelled and the operator wants the release of the goods. Of these Member
States, 18 Member States*” provided details to explain the actions undertaken. One Member

Cyprus, Latvia, Luxembourg and Hungary.

Italy and Portugal.

Czech Republic, Estonia Latvia, Lithuania, Luxembourg, Hungary.

Bulgaria, Belgium, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, Croatia, Italy,
Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Austria, Romania, Slovenia,
Slovakia, Finland, Sweden and the United Kingdom.

Belgium, Czech Republic, Denmark, Germany, Estonia, Ireland, Spain, Italy, Cyprus, Latvia, Lithuania,
Luxembourg, Hungary, Malta, Austria, Romania, Slovenia, Finland and the United Kingdom.

Portugal and Luxembourg.

Belgium, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, Croatia, Italy, Cyprus, Latvia,
Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Austria, Poland, Romania, Slovenia, Slovakia and
Finland.

Belgium, Czech Republic, Denmark, Ireland, Greece, Spain, Italy, Cyprus, Latvia, Lithuania, Luxembourg,
Hungary, Malta, Austria, Poland, Romania, Slovenia, Slovakia and Finland.

39

40
41

42
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State*® replied that they do not systematically ask for a guarantee. Two Member States** have
not provided information related to this matter.

In case reasonable doubts are not dispelled and thus the transaction value method is not
applicable, did Member States apply an alternative value following the customs valuation
methodology provided by customs law (sequential approach)?

23 Member States® reported that in case reasonable doubts are not dispelled, and the
transaction value method is not applicable, they make use of the sequential approach and 13
Member States*® also provided details to justify their reply. Two Member States*’ do not
apply the sequential approach.

Successful practices ready to be shared with other Member States

Member States were asked to provide any successful practice they would like to share with
other Member States. In this regard, Seven Member States*® provided examples of successful
practices.

e Belgium reported FPS Finances as best practice to be shared and given the example of
RIFs exchanged via CRMS.

e Czech Republic reported about the undervaluation working group within the Visegrad
4 group.

e Germany gave the example of PCA “Discount” (application of German Guidelines),
JCO “Snake”, their active participation in Customs 2020 — Project Group on Financial
Risk Management / Financial Risk Criteria, and sharing of their national average
prices with the Netherlands and Poland.

e Ireland reported the following as best practices:
- Profiles put in place following post clearance checks or an audit of a trader
targeting specific importers in relation to undervaluation of goods.
- RIFs are evaluated and transposed into risk profiles where it is considered a risk is
likely to occur.
- Feedback is required following clearance of the goods as to the effectiveness of the
profile.

Sweden.

Portugal and the United Kingdom.

Belgium, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, Croatia, Italy, Cyprus, Latvia,
Lithuania, Luxembourg, Hungary, the Netherlands, Austria, Slovenia, Slovakia, Finland, Sweden and the
United Kingdom.

Belgium, Czech Republic, Ireland, Greece, Spain, Cyprus, Latvia, Lithuania, Hungary, Austria, Slovenia,
Slovakia, Finland, Sweden and the United Kingdom.

Malta and Romania.

Belgium, Czech Republic, Germany, Ireland, Italy, Latvia and Portugal.

46

47
48
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- The Irish National risk analysis tool — Customs Risk Intervention Selection
Programme (CRISP). This system provides the Regional case workers with
Reports identifying the riskiest Imports and SAD’s based on a number of Rule
categories including valuation. Reports are analysed to facilitate case selection for
Audit and post clearance interventions.

e |taly shared their credibility system as a best practice. The Risk Analysis office of the
Central Anti-Fraud and Audit Directorate has set a threshold value in the computerised
selection system (CCC) to check shipments whose declared value is below the suspect
threshold value, when they are presented both at customs and at locations for which
the trader has authorisation. This system is effective and leads to fewer but more
selective checks. Also, Italy reported as best practice to tackle under-invoicing
consists in linking analyses that relate to imports and intra-EU purchases, and
identifying high-risk economic operators in other EU countries so that they can be
reported to the customs and tax authorities there. This also makes it possible to
improve cooperation and exchanges of information between Member States implicated
in the same fraudulent schemes. The strengthening of cooperation between national
Financial Intelligence Units (FIUs) is another key activity, since FIUs are able to
analyse the impact of under-invoicing on banking and money transfer systems.

e Latvia shared the practice in the SRS National Customs Board: after control measures
have been applied and security has been collected, the customs value is determined
during post-clearance in accordance with the provisions of Article 74 of the Code.

e Portugal shared the practice that in cases of high risk, especially related to customs
procedure 42, Portuguese Customs participates, together with Portuguese Tax on
EUROFISC project. This allows them to better monitor the customs operations on
both sides of the customs procedures, i.e. where Portugal is the country of customs
clearance or is the country of final destination. That permits early identification of any
suspicious cases and implementation, in those cases, of closer monitoring of all
operations.

e The United Kingdom has introduced tailored education for traders and agents on
combating the suspected undervaluation fraud and associated criminal finance risks,
both on a one-to-one and campaign basis. Trader education has proved very successful
as part of the end to end approach HMRC™® has adopted to tackling MTIC*® and
alcohol fraud — creating a hostile environment for fraudsters and helping genuine
businesses to secure their supply chains from infiltration. For genuine businesses, the
objective is to raise awareness of risks and how their business can avoid being caught
up in illicit supply chains so that they can take appropriate steps to avoid such risks.

49 HM Revenue and Customs
%0 MISSING TRADER INTRA COMMUNITY
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For the non-compliant businesses and those presenting a high risk to tax and duty, the
objective is to:

o change the perception of the risk/reward balance for involvement in import
fraud by raising awareness of HMRC activity to counter import fraud and the
sanctions for those who are caught;

o encourage those who are non-compliant to change their behaviour and put their
tax affairs in order;

o make it more difficult for organised crime groups to operate by ensuring that
genuine businesses will not deal with them and that potential risk takers see the
risks involved as too great; and,

o make it easier to challenge future non-compliance in tribunals and courts by
giving formal knowledge of risks and issues to non-compliant businesses and
individuals.

1.2 EXPENDITURE

1.2.1. PuBLIC PROCUREMENT
With the second recommendation, the Commission called on the Member States to:

(@) fully transpose Directives 2014/23/EU, 2014/24/EU and 2014/25/EU and put their
implementation high on the political agenda;

(b) enforce the new Directives with a focus on transparency and integrity in public
procurement, prevention and detection of fraud and corruption and better monitoring of public
procurement systems;

(c) make use of the possibilities offered by simpler rules and fully realise the potential of e-
procurement, which will become mandatory by October 2018.

Transposition of Directive 2014/23/EU, Directive 2014/24/EU and Directive 2014/25/EU

24 Member States™ reported that they have fully transposed Directives 2014/23/EU,
2014/24/EU and 2014/25/EU, providing details concerning the respective enacted legislation
fully transposing the Directives into national law.

Slovenia reported that Directive 2014/23/EU is under Parliamentary procedure, a final reading
is expected in April 2018 and completion of the transposition of the Directive is planned in
the first part of 2018.

Luxembourg reported that the three public procurement Directives have been transposed by
law but have not yet entered into force. Entry into force is expected in April-May 2018.

>l Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, France, Croatia, Italy,
Cyprus, Latvia, Lithuania, Hungary, Malta, the Netherlands, Poland, Portugal, Romania, Slovakia, Finland,
Sweden and the United Kingdom.

14

www.parlament.gv.at


https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/23/EU;Year:2014;Nr:23&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/24/EU;Year:2014;Nr:24&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/25/EU;Year:2014;Nr:25&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/23/EU;Year:2014;Nr:23&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/24/EU;Year:2014;Nr:24&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/25/EU;Year:2014;Nr:25&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/23/EU;Year:2014;Nr:23&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/24/EU;Year:2014;Nr:24&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/25/EU;Year:2014;Nr:25&comp=
https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=33420&code1=RIL&code2=&gruppen=Link:2014/23/EU;Year:2014;Nr:23&comp=

Spain reported that Directive 2014/25/EU is currently passing through the Congress of
Deputies and the deadline for tabling amendments has now expired.

One Member State> has not provided information regarding this issue.
Measures taken in order to enhance transparency and integrity in public procurement

Almost all Member States (27) reported that they have enforced the new Directives with a
focus on transparency and integrity in public procurement, and provided detailed measures
which illustrated that enhancing transparency and integrity in this area has been put high on
their political agenda.”® Some of the most common measures reported by Member States to
enhance transparency in public procurement included the use of e-procurement, the
publication of documentation and notices related to public procurement procedures, the
creation of publicly available databases and the use of electronic tools related to these
procedures.

The notion of conflict of interests including its declaration and legislation adopted at national
level to deal with conflict of interests situations was a very positive outcome stemming from
the Member State's replies to this recommendation.

For example, Bulgaria reported that with the goal of cooperation in preventing and combating
conflicts of interest in public procurement, an Agreement was concluded in 2017 between the
Public Procurement Agency, the Commission for the Prevention and Ascertainment of
Conflicts of Interest, the Court of Auditors, the Public Financial Inspection Agency, the Audit
of EU Funds Executive Agency and the AFCOS Directorate.

Hungary reported that conflict of interest rules were extended: organisations owned by public
law dignitaries, the heads of certain national bodies and their family members living with
them in the same household may not participate in public procurement procedures as
tenderers. This is exceeding the rigour of the relevant EU Directives.

Also, the fact that most Member States have established publicly available databases that are
free and accessible by everyone and include relevant information regarding public
procurement procedures significantly enhances transparency in the public procurement.

Czech Republic reported going even further than the provisions enshrined in the Directives,
and established an obligatory evidence of ownership structure of suppliers.

Another striking example is the one by Germany, reporting that in July 2017 the law
introducing a so-called competition register entered into force that will start operating at the
latest in 2020. The aim of this register is to provide contracting authorities with the necessary
information to decide whether a company which takes part in a procurement proceeding has
to be excluded from the procedure because the management level of the company has been

52 H
Austria.

5% Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, France, Croatia,
Italy, Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Poland, Portugal, Romania,
Slovenia, Slovakia, Finland, Sweden and the United Kingdom.
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convicted for economic crimes. The law sets up a register that contains information on final
criminal sentences and fines for crimes such as money laundering, fraud against the financial
interests of the EU, corruption offences or tax evasion.

In addition, Spain reported that they established profiling of the contracting party as well as
abolishment of the negotiation procedure based on volume. As a result, this procedure should
be used less frequently, thereby improving transparency and competition.

Croatia reported that from 1. January 2018, the contracting authorities and entities have the
obligation to publish procurement plans, contracts registers and public consultation on tender
documents prior to the formal commencement of the public procurement procedure.

In conclusion, Member States implemented this recommendation in a very satisfactory
manner and measures reported illustrate the efforts made by the Member States to establish a
framework which maintains an adequate protection of transparency in the public procurement
sector. This is a significant outcome due to the fact that as the 2016 PIF Report indicated,
Public Procurement remains a popular area for fraudsters in the European Union.

Measures taken in order to enhance prevention and detection of fraud and corruption in
public procurement

27 Member States™ reported that they have enforced the new Directives with a focus on
prevention and detection of fraud and corruption in public procurement and provided detailed
measures taken to this end. One Member State® has not provided information regarding this
issue.

Establishment of relevant Guidelines, National Action Plans and National Registers and
Agencies to support public procurement procedures, training of staff focussed on compliance
with public procurement rules and clarification of the definition of conflict of interests were
some of the measures reported by Member States. Some of the measures reported in detail can
be depicted as follows:

Italy, Cyprus, Luxembourg and Romania, reported that training was organised to enhance
prevention and detection of fraud and corruption in Public procurement.

The Netherlands replied that they make use of COCOLAF's recent "comprehensive
guidelines” followed by managing authorities to prevent fraud and corruption in public
procurement and detect irregularities in a timely manner and also the deployment of the
ARACHNE tool.

Hungary replied that with regard to public procurements funded by the EU, managing
authorities apply the ARACHNE data mining tool for risk assessment operated by the
European Commission when auditing the use of the European Structural and Investment

> Belgium, Bulgaria, Czech Republic, Denmark, Germany, Estonia, Ireland, Greece, Spain, France, Croatia,
Italy, Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Poland, Portugal, Romania,
Slovenia, Slovakia, Finland, Sweden and the United Kingdom.

® Austria.
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Funds, which facilitates their work by analysing and signalling risks emerging during the
carrying-out of operational programmes.

Poland reported strengthening public procurement supervision by the competent institutions
in the system of implementation and control of EU funds. In the context of the fight against
fraud, sector-specific rules have been introduced which constitute a real strengthening of
public procurement monitoring with a view to eliminating fraud and corruption.

Romania reported, among others, using information systems such as ARACHNE and
RECOM in order to increase prevention and detection of fraud and corruption in public
procurement.

For the fight against corruption, Slovenia reported that following the national Integrity and
Prevention of Corruption Act, persons responsible for public procurement have an obligation
to declare their assets to the Commission for the Prevention of Corruption.

Slovakia reported that in 2017 the active involvement of the Public Procurement Office in the
working group of Member States' experts, directed and coordinated by the Fraud Prevention,
Reporting and Analysis Unit in the European Anti-Fraud Office (OLAF) which has created a
Handbook “Fraud in Public Procurement, A collection of Red Flags and Best Practices.”

Conclusively, the majority of Member States have taken adequate measures to enhance
prevention and detection of fraud and corruption in public procurement, which shows their
renewed commitment to play an important role in the fight against fraud and corruption in this
sector.

Measures taken in order to ensure the better monitoring of the public procurement system

26 Member States®® reported that they have enforced the new Directives with a focus on better
monitoring of public procurement systems and provided information on measures taken to
enhance monitoring of these systems. One Member State® has not provided information
regarding this issue.

Some of the most striking measures reported by some of the Member States included: the
creation of registration systems; sending a monitoring report to the European Commission
pursuant to Article 83 of Directive 2014/24/EU; performance of random checks and audits on
open/published public procurement procedures; the creation of special monitoring electronic
tools and systems; training and development of checklists and portals as well as the
establishment of public bureaus dedicated to monitoring the public procurement systems.

*® Belgium, Bulgaria, Czech Republic, Germany, Estonia, Ireland, Greece, Spain, France, Croatia, Italy, Cyprus,
Latvia, Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Poland, Portugal, Romania, Slovenia,
Slovakia, Finland, Sweden and the United Kingdom.

" Austria.
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Steps taken in order to fully realise the potential of e-procurement

24 Member States®® replied that they have taken steps to make use of the possibilities offered
by simpler rules and to fully realise the potential of e-procurement, which will become
mandatory by October 2018. Three Member States®® reported that they have not taken such
steps. One Member State® has not provided information regarding this question.

Most Member States provided detailed information on the steps taken to fully realise the
potential of e-procurement, supporting that this will also contribute to enhancing transparency
and fraud prevention. Some of the most significant steps taken by Member States and reported
as a follow-up to this recommendation consisted of the use of e-tendering; making or working
towards making the submission of tenders via electronic means obligatory; drafting of
relevant legislation (e.g. for e-invoicing) and developing National Action Plans to establish e-
procurement rules.

A striking best practice example is given by Estonia that reported a remarkable percentage of
96% revealing that all procurement in Estonia is already e-procurement.

Successful practices ready to be shared with other Member States

13 Member States® reported successful practices that they would be ready to share with other
Member States vis-a-vis this recommendation. Best practices examples included: national
electronic tools to administer procurement procedures; national registers and electronic
platforms; creation of checklists and online databases; national guidelines and strategies;
Framework Agreements; development of national specialised units/agencies to monitor public
procurement procedures.

More specifically:

e Czech Republic shared the Czech National Electronic Tool for administering
procurement procedures.

e Germany introduced the establishment of a federal register for unreliable companies as
a best practice to be shared. The register aims at providing contracting authorities with
the necessary information to decide whether a company which takes part in
procurement proceedings has to be excluded from the procedure because the
management level of the company has been convicted for economic crimes.

e Estonia shared the creation of checklists to check public procurements co-financed
from the structural funds.

% Belgium, Bulgaria, Czech Republic, Germany, Estonia, Ireland, Spain, Croatia, Italy, Cyprus, Latvia,

Lithuania, Luxembourg, Hungary, Malta, the Netherlands, Poland, Portugal, Romania, Slovenia, Slovakia,
Finland, Sweden and the United Kingdom.

Denmark, Greece and France.

Austria.

Czech Republic, Germany, Estonia, France, Croatia, Cyprus, Latvia, Lithuania, Malta, Romania, Slovenia,
Slovakia, Sweden.
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France reported about the national ‘public procurement good practice guide’ that
contains specific recommendations on the fight against corruption.

Croatia shared the Electronic public procurement on a single platform as a best
practice, which enables the production of an annual statistical report and the
availability of data that are essential for monitoring the system and taking action to
correct irregularities.

Cyprus shared Framework Agreements of various commonly used items as a best
practice.

Latvia shared the use by contracting authorities of on-line databases where they can
obtain electronic reference on conditions for exclusion of candidate or tenderer.

Lithuania reported that the majority of the public data that is accumulated in the CPP
IS is made open to any natural or legal person by converting it into user-friendly
format at www.freedata/It.vpt. This allows multiple-angle analysis of the procurement
data, creating a basis for information-based actions and policies and making detection
on irregularities easier.

Malta introduced its Monitoring and Compliance Unit, the introduction of a career
stream and professionalization of personnel in the field of procurement and the setting
up of the Ministerial Procurement Units to endorse a career focussed on public
procurement as best practices.

Romania shared the collaboration Protocol between the National Public Procurement
Agency and the National Integrity Agency along with its successful results in
reporting irregularities, the common checklists used by Managing Authorities for
public procurement procedures and the PREVENT system for national and European
funds which became operational in June 2017 and revises procurement procedures.
Slovenia shared the IT tool: “STATIST” with a purpose to provide a higher form of
transparency in the field of public procurement as well as the preparation and
publication of guidelines for procurement practitioners in different areas.

Slovakia reported about the Registry of Beneficial Owners: The aim of the registry is
to enhance the transparency of the public sources management in public procurement.
It is public and free of charge.

Sweden reported as a best practice that In the National Public Procurement Strategy
the Swedish government manifests how public procurement can be used as an efficient
tool to ensure sustainable development.
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1.2.2. DATA QUALITY
With the third Recommendation, the Commission requested the following:

(a) When reporting irregularities (fraudulent and non-fraudulent), all competent authorities are
asked to provide information about the location and, for cohesion and fisheries policies, the
priority area of the measures/projects affected.

(b) When updating irregularities previously reported Member States are also asked to provide
this information if they have not done so already.

Measures taken to enhance the quality of reporting by providing information about the
location and for cohesion and fisheries policies the priority area of the measures/projects
affected

Concerning reporting irregularities (fraudulent and non-fraudulent), and information about the
location and, for cohesion and fisheries policies, the priority area of the measures/projects
affected, 20 Member States®” reported that they took measures to enhance the quality of
reporting by providing information about the location and for cohesion and fisheries policies
the priority area of the measures/projects affected. 19 Member States® provided information
on the kind of measures taken to enhance the quality of reporting.

Some of the most important measures included: adherence to national legal requirements in
place and OLAF Guidelines and Handbook on reporting; adoption of manuals to be used by
the management; adoption of additional national measures to include information on location
of projects; quality controls; making use of OLAF emails on data quality; enhancing
cooperation among staff and performing training as well as seminars on the matter.

7 Member States® reported not having taken any measure to improve data quality, providing
reasoning in this respect. The reasons for not doing so included that no irregularities were
reported for the sector of fisheries, that there was no need for additional measures since the
application of OLAF Handbook on reporting or due to that all fields/boxes in IMS are
completed accordingly.

Update of irregularities previously reported

13 Member States® reported that they fully comply with the question regarding when
updating irregularities previously reported and whether they update already reported
irregularities with the required information. Seven Member States®™ reported that they

62 Belgium, Bulgaria, Denmark, Germany, Estonia, Ireland, Spain, France, Croatia, Italy, Latvia, Lithuania,

Hungary, Malta, the Netherlands, Portugal, Slovenia, Finland, Sweden and the United Kingdom.

Belgium, Denmark, Germany, Estonia, Ireland, Spain, France, Croatia, Italy, Latvia, Lithuania, Hungary,
Malta, the Netherlands, Poland, Portugal, Slovenia, Sweden and the United Kingdom.

Belgium, Czech Republic, Greece, Cyprus, Poland, Romania, Slovakia.

Bulgaria, Germany, Greece, France (Agricultural Funds), Italy, Cyprus, Latvia (Ministry of Agriculture),
Malta, the Netherlands, Portugal, Slovakia, Finland and Sweden.

Denmark, Ireland, France (ESI Funds), Latvia (Ministry of Finance), Lithuania, Hungary and Slovenia.
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partially implement this question. 7 Member States®’ reported that they do not update already
reported irregularities with the required information, providing explanation for not doing so.

To update irregularities previously reported, Bulgaria provided a good practice example:
when carrying out quality control of the reporting of irregularities to OLAF, the Bulgarian
AFCOS directorate requires that the information in section ‘territorial unit where the
operation is carried out’ be filled in in any follow-up notifications concerning already reported
irregularities. In addition, France reported that it fully implements this regarding Agricultural
funds and partly for ESIF and for ESIF, France is currently developing its information system
(SIFA-SYNERGIE) to enable automated processing of alerts to OLAF. Lithuania reported
that the information of irregularity is updated in the IMS quarterly, if in that quarter the
information of irregularity, about which the report was sent to OLAF before, was updated in
national IT system for EU funds (SFMIS).

A positive outcome was that some Member States reported that they give dedicated training
aimed at explaining to the users of the IMS system how the web platform for the reporting of
irregularities/fraud works on IMS.%

Successful practices ready to be shared with other Member States

Seven Member States®™ shared successful practices with other Member States. These
included: successful cooperation examples between national authorities; successful
application of the Handbook on Reporting of Irregularities issued by OLAF; initiatives to
establish training on IMS and irregularity reporting; maintaining a regular update of
information; establishment of experts' forum to promote effective and efficient irregularity
reporting; creation of roadmaps to simplify reporting. Two Member States’™ did not provide
information concerning Recommendation 3.

e Czech Republic reported that in case of a breach of budgetary discipline the recovery
is provided through the Tax Authorities. As the Tax Authorities are bodies outside the
implementation structure, the independency is secured.

e Greece endorsed that the handbook issued by OLAF is applied.

e ltaly shared that the Italian AFCOS schedules and runs various training courses aimed
at explaining to the users of the IMS system how the web platform for the reporting of
irregularities and fraud works, and in the light of the changes related to the latest
version of IMS (IMS4 and IMS5).This initiative, which has had considerable success,
has become best practice and will be replicated in the future with more annual events,
possibly also at regional level.

Belgium, Czech Republic, Estonia, Croatia, Poland and Romania.

Bulgaria, Croatia, Hungary and Italy.

Czech Republic, Greece, Italy, Lithuania, Hungary, the Netherlands and Sweden.
Austria and Luxembourg.
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e Lithuania endorsed as a best practice the fact that information update is made on a
regular basis in accordance with the regulation provisions.

e Hungary shared as a best practice the personal training course for IMS users to
enhance their skills as well as the establishment of an expert level forum (Irregularity
Reporting Task Force) which aims to fully comply with the irregularity reporting
obligations of Member States imposed by sectoral EU Regulations in a uniform way
and to promote the utilisation of the content of irregularity reports in order to prevent
fraud/irregularities.

e The Netherlands shared that in addition to OLAF’s manual on IMS messages, there is
a separate ‘irregularities roadmap’ with a direct link to the IMS user manual. This
simplifies and standardises the reporting of IMS messages and suggested that it would
be worth investigating whether it could be extended to other funds.

e Sweden reported that responsible authorities in Sweden for OLAF reporting have
network meetings twice a year.

1.2.3. USE OF RISK ANALYSIS FINDINGS

With the fourth Recommendation, the Commission invited all Member States to take into
account the findings of the 2016 PIF Report in their fraud risk assessments for the
programming period 2014-2020 and to pay particular attention to the priorities highlighted
and to interventions which are similar in scope and nature.

Also, in view of the low detection results for ETC programmes and considering the increasing
threat of transnational fraud, Member States were asked to increase their attention and
cooperation.

Lastly, all Member States were asked to review their fraud risk assessments in relation to
market support measures taking into account the information highlighted in the 2016 PIF
Report.

Findings of the 2016 PIF Report taken into account within Member States’ fraud risk
assessments

Member States were invited to take into account the findings of the 2016 PIF Report in their
fraud risk assessments for the programming period 2014-2020 and to pay particular attention
to the priorities highlighted and to interventions which are similar in scope and nature. 20
Member States’* reported that they have taken into account the findings of the 2016 PIF
Report in their fraud risk assessments. Six Member States’? reported that they have not done

™ Belgium, Bulgaria, Denmark, Germany, Ireland, Croatia, Italy, Cyprus, Latvia (Ministry of Agriculture),
Lithuania, Hungary, Malta, Netherlands, Poland, Romania, Slovenia, Slovakia, Finland, Sweden and the
United Kingdom.

2 Czech Republic, Estonia, Greece, Spain, France, Latvia (Ministry of Finance).
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s0, due to reasons they provided in detail. Three Member States’ did not provide information
concerning this request.

Nine Member States’® provided information on results they wished to communicate relating
to the findings from the 2016 PIF Report.

For example, Belgium reported that as regards this recommendation, every instrument offered
by OLAF is taken into account in the risk management of the Belgian Paying Agency. In
March 2017 a memo was submitted to the highest level of the organisation with a view to the
further development of a structured anti-fraud policy. Two separate policy statements were
drawn up, one for the Common Agricultural Policy (EAGF and EAFRD) and one for the
Common Fisheries Policy (EMFF). These policy statements were issued in line with the
guidelines provided by the European Commission for an anti-fraud policy in agricultural
funds.

Poland reported that the competent institutions responsible for implementing and controlling
EU funds are obliged to take account of the findings of the Commission's report in successive
fraud risk analyses and assessments, drawn up during the programming period 2014-20, with
particular focus on priority areas under the cohesion policy, and agricultural market activities
with the highest incidence of fraud.

Bulgaria reported that the authorities took into account the findings of the PIF report,
identifying a risk of omissions when determining errors and irregularities and has optimised
the controls for checking fraud indicators (the so called red flags) in the existing checklists.

Germany reported that as regards agricultural and fisheries funds, fraud risks are continuously
assessed, including with reference to the PIF Report. As regards ERDF and ESF,
comprehensive approaches by the managing authorities with ‘measures to prevent, detect and
correct fraud and corruption’ consider assessments and findings on combating and preventing
fraud in the 2016 PIF report and earlier Commission annual reports.

Also, Croatia reported that in 2017 Croatian AFCOS Service performed the irregularity and
fraud risk assessment for European Regional Development Fund and Cohesion Fund, and
European Social Fund. Activities which preceded risk assessment included consultation of
papers issued by the Commission including the 2016 PIF Report.

Thirteen Member States’ did not report any particular details on results related to the findings
enshrined in the 2016 PIF Report. Four Member States”® did not provide information
concerning this request.

Spain, for example, reported that the 2016 PIF Report was adopted in July 2017, once the
various managing authorities had already carried out their fraud risk self-assessments which

" Austria, Luxembourg and Portugal.

Bulgaria, Denmark, Croatia, Italy, Hungary, Malta, Romania, Finland and Sweden.
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are reviewed regularly in accordance with the timetables and criteria set by each authority, in
line with the recommendation in the Commission's guidance on ‘Fraud Risk Assessment and
Effective and Proportionate Anti-Fraud Measures’ and that the observations made in the PIF
report will be taken into account in the next review of or update to the fraud risk self-
assessment.

Measures taken to tackle the issue of low detection for ETC programmes and steps taken to
cooperate in this respect with other Member States

In view of the low detection results for ETC programmes, Member States were invited to
report whether they took measures to tackle the issue of low detection for ETC programmes,
and if yes, what kind of measures have been taken. 17 Member States’’ reported measures
taken in this regard. 6 Member States® did not report such measures. Three Member States’
have not addressed this request.

In view of the low detection results for ETC programmes and considering the increasing
threat of transnational fraud, Member States were asked to increase their attention and
cooperation. Member States were invited to report whether they made steps to cooperate in
this respect with other Member States.

16 Member States®® reported that they have increased their attention and enhanced
cooperation with other Member States regarding ETC programmes and provided information
on the steps taken in that respect. 6 Member States® reported that they did not make any steps
or did not provide information that they cooperate with other Member States in view of this
recommendation. Four Member States®? did not address this request.

Some of the measures reported by Bulgaria to tackle the issue of low detection included: joint
checks and regular meetings between authorities involved in the programmes, carrying out of
annual self-assessments by the Managing Authorities, development of methodology for risk
assessment at operational level, performing analysis on irregularities and fraud indicators
related to the contracting procedures by the beneficiaries and additional analysis on
identification of red flags as well as introduction of measures to tackle conflict of interests.

Estonia reported about the Estonia - Latvia Programme consisting in: regular meetings of the
programme authorities, to discuss topical/important issues and exchange information; annual
risk assessments where different programme authorities are involved, to have a systematic
overview of the risks and problems the programme is facing; and the implementation of
follow-up activities in accordance with the action plan is monitored.

Bulgaria, Denmark, Germany, Estonia, Spain, Croatia, Italy, Cyprus, Latvia, Lithuania, Luxembourg,
Hungary, Malta, Poland, Portugal, Slovakia and Sweden.

Belgium, Czech Republic, Greece, the Netherlands, Slovenia and Finland.

Ireland, Austria and Romania.

Bulgaria, Denmark, Germany, Estonia, Spain, Italy, Cyprus, Latvia, Lithuania, Luxembourg, Hungary, Malta,
Portugal, Slovenia, Slovakia and Sweden.

Belgium, Czech Republic, Croatia, France, the Netherlands, Poland, Finland

Ireland, Greece, Austria and Romania.
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Also, Germany reported that ETC programmes are more stringently controlled because of the
cooperation with a number of Member States and the particular control structure, and that,
extremely rigorous training and control mechanisms contribute to the low error rate.

Croatia reported that the Croatian AFCOS issued Guidelines on Irregularity Management for
ETC programmes. In addition, employees of Croatian management and control system of
ETC programmes were invited to participate in trainings organised by Croatian AFCOS.

Another remark is that several Member States reported making use of the ARACHNE IT
tool® for data mining and data enrichment developed by the European Commission with the
objective is to support managing authorities in their administrative controls and management
checks in the area of Structural Funds.

As regards market support measures,

Bulgaria reported that a draft act amending the Act on Implementation of the Common
Market Organisation of Agricultural Products of the European Union is currently being
prepared, which lays down the rules on the implementation of market measures and on the
functions of the competent implementing bodies and organisations for the respective
measures, including the Measure ‘Promotional programmes for agricultural products’. In
addition, an amendment will be made to Regulation No 8 of 5 May 2016 on the conditions
and procedures for implementation and control of promotional programmes for agricultural
and food products. The Regulation will specify in detail the criteria for ‘competitive
procedures’, taking into account the economic importance of the promotional programmes
while also guaranteeing non-discrimination, equal treatment and full transparency in respect
of the selection and awarding criteria applied.

Denmark reported that the Danish Agricultural Agency has assessed its current anti-fraud
operations in relation to the market support mechanisms and those conclusions of the PIF
reports will also be incorporated in subsequent risk assessments. With regard to the 2016 PIF
report, no significant changes concerning trends in the types of irregularities were identified
compared with previous years. Therefore, no new fraud risk analysis has been carried out
since the publication of the 2016 PIF report, but a new risk analysis is scheduled for 2018.

Poland reported that as part of the ETC programmes, targeted measures have been taken in
support of cooperation and the fight against fraud. Among those measures are the adoption in
a Memorandum of Understanding of provisions designed to improve the programme
management and control system, rules for reporting irregularities, implementation of effective
anti-corruption procedures, publishing anti-fraud manuals, warning signals (red flags) on
Programme websites, and creation of a dedicated electronic mailbox to which whistleblowers
can send information if they suspect fraud. Furthermore, the Managing Authority has a fraud
risk self-assessment team whose main task is to perform risk analysis (at least once a year,
and in cooperation with the relevant institutions).

8 Bulgaria, Italy, Luxembourg, Romania, Slovenia and Slovakia.
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Romania replied that as regards the level of competence of the Paying and Intervention
Agency for Agriculture, the occurrence of fraud cases in Romania, in the case of market
measures, is low. Frauds are approached on the basis of the prevention principle and the
financial aid is paid only after the administrative and on-the-spot checks have been
completed. In most cases, administrative checks are completed by on-the-spot checks to a rate
of 100 %. Where the on-the-spot check is based on the risk assessment, among the risk
criteria the history of previous controls and the aid value are also taken into account.

As concerns cooperation with other Member States,

Italy has provided striking examples such as the various actions in the field of training,
organised by the Italian AFCOS on information and cooperation with partners from other EU
countries. Specifically, in recent years, the Italian AFCOS has promoted a number of ‘anti-
fraud’ partnership initiatives consisting in the exchange of experience and good practice, with
partners from the following countries: Bulgaria, Poland, Greece, Latvia, Denmark, Serbia and
Romania. Between 2016 and 2017, the Italian AFCOS made its own contribution, in terms of
providing information on the complex subject of anti-fraud measures, to the creation of the
European Territorial Cooperation Programme in the IPC Adriatic CBC area, in which various
countries took part, including: Albania, Bosnia-Herzegovina, Croatia, Montenegro and
Slovenia. In the same period (2016-2017), the Italian AFCOS carried out the project entitled
‘Cooperation Project in the anti-fraud sector’ (co-financed by OLAF with funds from the
Hercule 11 programme), following on from the main initiative implemented in the recent
(2014) 6-month Italian presidency of the Council of the EU’s Anti-Fraud Group (AFG):
namely, the proposal for new rules that enable ‘mutual administrative assistance’ between
Member States in the now-transparent area of structural funds. Delegations from 15 countries
took part in the project: Bulgaria, Croatia, Czech Republic, Cyprus, Estonia, France, Greece,
Hungary, Latvia, Luxemburg, Malta, the Netherlands, Poland, Romania and Spain.

Successful practices ready to be shared with other Member States

Five Member States® provided examples of successful practices that were ready to be shared
with other Member States. These included establishments of working groups to assess fraud
risks, training of staff and programme recipients concerning the fight against fraud, regular
evaluation of anti-fraud measures, and establishing good networking between participants of
different programmes.

e Czech Republic shared that the Managing Authority shall train its staff and recipients
in the fight against fraud.

e Estonia reported that the cooperation between first level controllers from different
programmes in case of doubt about any irregularity or fraud is a best practice to be
shared.

8 Czech Republic, Estonia, Italy, Malta and Sweden.
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Italy shared that in November 2017, an lItalian anti-fraud delegation attended a
conference on anti-fraud activities at the European Parliament’s Committee on
Budgetary Control. The debate focused on Italy’s anti-fraud strategy (with particular
reference to structural funds and European initiatives - including at legislative level).
Guardia di Finanza’s specific and unique know-how in combating fraud in EU funds is
now considered veritable best practice at EU level and which Italy is prepared to share
with all interested partners.

Malta mentioned the importance of training in particular in the ambit of combating
fraud. For instance, how to detect red flags. The setup of an independent body (in the
Maltese case referred to as the Financial Control Unit) to conduct independent checks
from those performed by the first level controllers.

Sweden supported that networking with participants from different programs is a best
practice to be shared.
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