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LIST OF ABBREVIATIONS

AEOQO: Authorised Economic Operator

AFIS: Anti-Fraud Information System

B2C: Business to consumer

BTI: Binding tariff information

CIS: Customs Information System

CP 42: Customs procedure 42

CRMS: Common Customs Risk Management System
CSM: Container status message

CUP: Customs Union Performance

CDYV: Countervailing duties

ENS: Entry summary declaration

EP: European Parliament

EU: European Union

MAAs: Mutual assistance agreements

PTA: Preferential trade arrangement

RIF: Risk Information Form

SAD: Single administrative document

TARIC: Integrated customs tariff of the Community
TOR: Traditional Own Resources

UCC: Union Customs Code

UCC DA: Union Customs Code delegated act
UCC IA: Union Customs Code implementing act

VAT: Value added tax
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EXECUTIVE SUMMARY

In the 2017 Article 325 TFEU Report on the protection of the European Union's financial
interests, the Commission made two sets of recommendations to the Member States, one for
the revenue side and another for the expenditure side of the budget as follows:

A. REVENUE (Recommendation 1)

Member States were asked to remain vigilant as regards the risk of undervaluation of
goods, in particular cheap products imported in extremely large quantities, such as
textiles and footwear.

In order to enhance customs controls, Member States were requested to ensure that:

e strategies are in place and target all types of customs procedure and all
operators;

e proper coordination among all customs services dealing with risk analysis and
controls exists; risk profiles provide clear instructions and risk information is
shared with other Member States;

e close monitoring of the controls results (feedback) and strict follow-up of mutual
assistance instructions are in place.

They were also requested to:

e systematically include an automated random element and take into consideration
the time-barring three-year period for the communication of customs debt as a
risk indicator in the post-release risk analysis;

e risk-orient post-release audits and strictly monitor their results; and

e carry out customs controls on operations made by authorised economic operators
(AEQ) taking account of the risk management performed with respect to the
different elements of these operations.

B. EXPENDITURE (Recommendation 2)

Member States were invited to:

e further exploit the potential of risk analysis, tailoring the approach to the
different types of expenditure and taking advantage of best practices and the risk
elements highlighted in this report;

e facilitate and assess the spontaneous reporting of potential irregularities and
strengthen the protection of whistleblowers, who are also a crucial source for
investigative journalism; and

e promote systematic and timely cooperation between judicial and administrative
authorities.

All these measures would have a greater impact if embedded in a national anti-fraud
strategy.
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The follow-up on the 2017 PIF Report recommendations aims to serve as a reference
document to show the efforts made by the EU Member States in 2018. This is achieved
through an analysis of their replies to illustrate the measures taken by EU Members States at
national level to combat fraud and irregularities in accordance with the recommendations
included in the 2017 PIF Report.

The recommendations' purpose is to strengthen a trend which is already visible in several
Member States and is supported by the analysis presented in the 2017 PIF report in terms of
policy and legislative initiatives: the correct and targeted use of information is effective for
stepping up the fight against fraud and keeping up with the expectations of civil society.
European citizens not only look at their own country, but increasingly judge the success of the
European project also on the basis of what happens in other Member States. This staff
working document collects, in a comprehensive manner, updated information and presents the
measures taken by EU Member States in 2018 in certain areas of revenue and expenditure.

As a general remark, the continuous efforts made by Member States to provide an informative
follow up to the recommendations were evident through their replies and details provided.
The replies received confirmed the growing willingness to share information and good
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 examples shared, are
listed further in this document.

As regards the first recommendation on revenue, the Member States were guided to report on
three main issues;

e undervaluation,
e enhancement of customs controls, and
e other measures.

As concerns 'undervaluation', the majority of Member States provided a positive follow-up as
most have fully implemented this recommendation and also provided details with measures
taken in 2018 to tackle undervaluation.!

Regarding ‘enhancement of customs controls'’, most Member States replies indicated full
implementation of the recommendation, with a small number of Member States indicating
partial implementation. Member States provided details on updates concerning their customs
strategies in place and information about the treatment of Authorised Economic Operators
(AEOs) 1n risk management. Also, they provided information on coordination methods among
customs services, as well as on risk information shared with other Member States.” The
replies to this recommendation show a more uniform approach on risk-selection criteria for

!'See Table 1 Q.1.1 and section 1.1.1 replies on Undervaluation (pages 8-10)
2 See Table 1 Questions 1.2.a, 1.2.b, 1.2.c, 1.2.d and section 1.1.2 on Enhancement of Customs Controls (pages
10-18)
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controls, supported by computerised systems. As a general remark, control methods and
strategies are given much attention by the EU Member States.

Concerning ‘other measures', information collected by Member States focused on the
description of practices regarding post-release audits and risk analysis, monitoring of audit
results, the operations carried out by AEOs, the use of the customs audit guide and the use of
the handbook on operational customs controls. About half the Member States have fully
implemented the recommendation with regard to the inclusion of an automated random
element and the three year time-barring period for the communication of customs debt in
post-release risk analysis. The same applied for ensuring risk-oriented post-release audits. The
majority of Member States indicated that customs controls on operations by AEOs are carried
out taking into account risk management. Treatment of AEOs varies across EU Member
States. Most EU Member States make use of the Customs Audit Guide®. The Commission has
updated the Customs Audit Guide by aligning it to the UCC and the translation in all official
languages is expected to be available within the end of 2019.

Regarding the second recommendation, EU Member States were invited to report on four
different areas:

e results from the use of findings from the 2016 PIF Report in their fraud risk
assessments,

e results deriving from the exploitation of risk analysis concerning elements highlighted
in the 2017 PIF Report,

e the facilitation and assessment of spontaneous reporting and the protection of
whistleblowers and,

e the promotion of systematic and timely cooperation between judicial and
administrative authorities.

As concerns the first area, information received focused on sharing results deriving from the
use of findings from the 2016 PIF Report in the Member States' fraud risk assessments. The
majority of the Member States were in a position to share their findings, which, among others,
concerned different measures, risk indicators and red flags as well as relevant updates in
various strategies related to the protection of the EU's financial interests in different
governmental sectors managing EU funds. Some replies indicated the increasing use of
different IT tools such as Arachne for the purpose of fraud risk assessments.*

The second area concerned the exploitation of the potential of risk analysis, tailoring the
approach to the different types of expenditure and taking advantage of best practices and risk
elements highlighted in last year's PIF report. The results showed that about half the Member
States fully implemented this recommendation, whereas the other half only partly
implemented it. Details provided focused on the description and developments of Member
States' risk management systems, risk assessment methodologies, updates and the adoption of

3 See Table 1, Questions Q1.3.a, Q.1.3.b, Q.1.3.c, Q.1.3.d and Section 1.1.3 on 'Other Measures' (pages 18-25)
4 See Table 2, Question 2.1 and Section 1.2.1 on the 'Use of the 2016 PIF report findings in fraud risk
assessments' (pages 27-30)
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measures within their national strategies to better address risk elements enshrined in the 2017
PIF Report.’ The exploitation of the potential of risk analysis through available databases
such as Arachne or/and IMS was mentioned only by a few Member States.

The third area concerned the facilitation and assessment of spontaneous reporting of potential
irregularities and strengthening the protection of whistleblowers. The results showed that
about half of the Member States indicated full implementation and about half partial
implementation of this recommendation. Details provided to explain the actions undertaken
and the respective results were focused on features such as strengthening the national legal
framework, facilitating channels for anonymous reporting and providing safeguards for
whistleblowers such as the non-disclosure of personal data, and systematising the obligation
to report irregularities.® More Member States should be encouraged to create such safeguards
and safe channels of reporting, preferably in a computerised form especially after the approval
of new EU-wide rules on the protection of whistleblowers by the European Parliament in
April 2019.7

Lastly, the fourth area concerned the promotion of systematic and timely cooperation between
Jjudicial and administrative authorities. Just about half of the Member States reported full
implementation of this recommendation. The details provided featured the description of
various settings facilitating cooperation regularly in the framework of national agreements
established between judicial and administrative authorities. Most Member States provided
information as concerns cooperation between Managing Authorities and other national bodies
including judicial and police/investigative bodies. Examples of cooperation featured
cooperation between courts and the public prosecutor's office, the organisation of training
sessions for judges on irregularities and fraud related to EU funds and cooperation facilitated
by law. A positive remark was that in a number of cases, this cooperation is facilitated
through the national AFCOS. As it could be noted that several Member States indicated the
need for further strengthening the cooperation between administrative authorities handling EU
funds and judicial authorities, as well as law enforcement agencies, the role of the national
AFCOS in the facilitation of efficient and effective cooperation has a potential to be
strengthened even more. Member States' replies did not include specific information on the
timeliness of cooperation.® Therefore, it cannot be easily concluded whether the cooperation
established is highly effective.

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 provide a holistic view on to what degree each recommendation

5 See Table 2, Question 2.2 and Section 1.2.2 on the 'Use of risk analysis findings' (pages 30-34)

¢ See Table 2, Question 2.3 and Section 1.2.3 on the 'Facilitation and assessment of spontaneous reporting of
irregularities — whistleblowers protection' (pages 34-37)

7 Proposal for a Directive of the European Parliament and of the Council on the protection of persons reporting
on breaches of Union law
COM/2018/218 final - 2018/0106 (COD)

8 See Table 2 Question 2.4 and Section 1.2.4 'Cooperation between judicial and administrative authorities’
(pages 38-40)
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was addressed by Member States and to summarise the replies received for each
recommendation.

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 results illustrating the number of Member States that addressed each of the
recommendation questions and secondly by depicting a summary of the details provided by
Member States.

For the reader's specific reference, the Member States' original replies are listed further in this
document, under Section 2: "Replies of Member States".

1.1. REVENUE

The Commission provided the following guiding questions to the Member States with regard
to formulating structured replies to address the first recommendation:

Q.1.1 Are you remaining vigilant as regards the risk of undervaluation of goods?

Q.1.2.a Do you have strategies in place that target all types of customs procedure including
simplified procedures and all operators taking into account AEOs and other large businesses
considered compliant?

Q.1.2.b Did you ensure proper coordination among customs services dealing with risk
analysis and controls (central, regional, local services involved in risk analysis and release
and post-release departments)?

Q.1.2.c Do risk profiles specifically target traditional own resources and provide clear
instructions with regard to the type of control to be carried out and risk guidance to the
customs release officers? Is risk information shared with other Member States and feedback
on the response to this information provided in the EU customs risk management system?

Q.1.2.d Is there close monitoring of the controls results (feedback) which is done in a
structured manner to allow effective follow-up and strict implementation of mutual assistance
instructions in place?

Q.1.3.a Do you systematically include an automated random element and take into
consideration the time-barring three-year period for the communication of customs debt as a
risk indicator in the post-release risk analysis?

Q.1.3.b Do you ensure risk-oriented post-release audits which cover the operator's systems
where this is necessary, apply a random element, guide the auditors and take due account of
the results of the pre-authorisation stage and of specific standardised checklists? Are the
results strictly monitored?

7
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Q.1.3.c Are customs controls on operations made by authorised economic operators (AEO)
carried out taking account of the risk management performed with respect to the different
elements of these operations?

Q.1.3.d Do national competent authorities make full use of the handbook on operational
customs controls based on Member States’ best practices and of the Customs audit guide?

Overall results of the implementation of recommendation 1 on revenue (in alphabetical
order):

Table 1

8
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|'I'J,.1.1 Q.1.2.a|Q.1.2.b(Q.1.2.c|Q.1.2d|Q.1.3.a(Q.1.3.b|Q.1.3.c |Q.1.3d

se | |

fully implemented
partly implemented
not implemented

Mo indication

1.1.1. UNDERVALUATION

The Member States were requested to give information on whether they remain vigilant
regarding the undervaluation of goods, and if yes, whether they target in particular cheap
products imported in extremely large quantities. Member States were asked to provide any
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o

useful detail to explain the actions undertaken in 2018 and why specifically one or another
type of goods has been targeted.

23° Member States replied that they fully implement this recommendation and five!? reported
partial implementation.

The following Member States provided details for their reply (in summary):

Belgium replied that following the report on the TOR audit on undervaluation in April 2018,
a national approach was developed for controls for release for Chapters 61 to 64 having China
as origin. Five selection profiles were created and the selections are based on fair prices found
in Theseus. With regard to the new selection engine Seda 2.0, additional information can be
added to fields of declaration. That can be used as a criterion for more effective selection.
Also, the RIFs relating to textiles and footwear from China are followed up in a separate SPS
fiche.

Bulgaria: The administration has created risk profiles focused on checking the declared
customs value against specific goods (clothing and footwear) under procedures 40 and 42,
country of origin, TR, VN, and CN. Risk profiles have been created for certain companies,
with particular attention being paid during checks to the declared customs value.

Czech Republic targets specifically the cheap products such as textiles and footwear. Strict
measures were applied in 2018. The Czech Republic reported about three court judgments as
concerns to the appropriate level of national measures against undervaluation. The court cases
examined procedural and substantive requirements. The customs valuation procedure was
supported by national courts in three cases. A system of customs valuation procedure in line
with binding customs legislation and international agreements has been developed.

Denmark reported that in an attempt to prevent Denmark being used as a country of entry for
goods declared at very low values, the Danish Customs Authority’s analysis units have
established risk profiles in the electronic risk analysis system in order to detect
consignments/goods with obvious signs of under-invoicing.

Estonia reported the creation of a criterion in 2018 that specifically targets the goods which
are declared significantly under the EU fair price.

Ireland reported that their customs risk management unit commended targeted operations in
2018 to tackle undervaluation. A series of risk operations were mounted using the automated
monitoring tool set by OLAF as a guide to values declared.

Greece: Risks in the area of customs valuation remain high on the agenda. Risk profiles have
been created to indicate declarations for either physical or documentary controls. Two
national operations were conducted in 2018 to combat under-pricing in textiles and footwear

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

10 Bulgaria, Estonia, Cyprus, Finland and Sweden.
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originating from China. Greece is also targeting other goods. Risk profiles have been created
for other products such as tableware, household articles and ceramics etc.

Spain replied that risk profiles are maintained, and added that analysis carried out by OLAF
revealed a limited incidence of undervaluation of imports in Spain.

France replied that the fight against undervaluation is a priority for all the customs services.
A specific instruction was circulated to the services in 2018 to reinforce the role played by
checks carried out at the time of clearance in combating undervaluation. The new instruction
is accompanied by several summary factsheets to facilitate the work of the inspection
services. The factsheet's purpose is to enable the inspection services to act autonomously and
respond rapidly. Valuation fraud is also dealt with in ex post checks.

Italy replied that in 2018, their methodologies to combat undervaluation were expanded and
their systems include risk profiles based on goods that are systematically undervalued. Italy
indicated the use of THESEUS tool to control the flow of goods and reported to have been
using two methodologies on selected goods: the 'fair price methodology' and the 'ltalian
credibility methodology'.

Cyprus replied that risk profiles have been created taking into account the risk of
undervaluation. These profiles are re-evaluated at least once a year. In 2018, specific
threshold values recommended by OLAF in the context of JCO SNAKE on commodity codes
under chapters on textile and footwear were applied in the risk analysis system and relevant
profiles were created. Cyprus also created risk profiles for other high risk goods on
undervaluation, such as leisure boats and vehicles and makes use of information through
CRMS. The customs department is in the process to implement financial risk criteria (FRC),
one of them relating to undervaluation risk which will be assessed by using threshold values
as risk indicator.

Latvia: To reduce the undervaluation risk of clothing and footwear from China, risk profiles
for goods of chapters 61 to 64 were determined in 2018, with specified risk profiles for the
goods of each chapter.

Lithuania replied that both risk assessments are performed automatically. They reported
about the main tool used for automated risk assessment, the RIKS. Also, 'fair prices' and data
mining technologies calculated in THESEUS are used as additional source for identifying
high risk cases. Lithuania's rules on customs valuation are in line with EC recommendations
and the Guidelines for preventing and detecting irregularities (under invoicing) in imports of
textiles and footwear.

Luxembourg replied that in addition to the daily risk assessment tasks, they would like to
highlight that in 2018 hundreds of electronic risk profiles based on OLAF's fair prices have
been implemented to target undervalued goods. It is not a completed action but an ongoing
process. Focus was set on textiles and footwear.

11

www.parlament.gv.at



Hungary replied that risks on undervaluation will persist and their customs authority is
paying close attention to fulfil the Commission's recommendations. Hungary emphasised that
apart from chapters 61-64, undervaluation is evident for in chapters 50-60 and 95.

Malta: imports of textiles and footwear are particularly being targeted since these involve
large quantities.

The Netherlands implemented necessary measures to assure that irregularities via known and
described methodology will be detected. The profiles are based on false declarations, values
below the threshold and random. These profiles are regularly changed in detail and/or in
percentage.

Austria applies a multi-layered approach combining information from local customs offices
with information/intelligence gathered on central level. Based on this, they use new technical
solutions such as predictive analytics to dismantle deviations/abnormalities.

Poland reported about the activities of the appointed Customs Attaché in Beijing, a post
created to facilitate communication and cooperation between the Polish and Chinese customs
administrations under the 'Strategic Framework for customs cooperation between the EU and
the Government of the People's Republic of China' in close cooperation with the EU
delegation in Beijing. As a result of this initiative, requests were received and used as a basis
for initiating investigations concerning undervaluation. Two requests from 2018 which merit
attention, concerned goods exported from China as the combined difference between the
declared value and the value provided by the Chinese was over USD 3 million.

Romania reported on measures taken at national level to monitor the declared customs value.
In 2018, two risk profiles were added: one designed to combat undervaluation based on
information from THESEUS and AMT databases and a risk profile based on information from
RIFs.

Slovenia reported on the actions taken in 2018 and beginning of 2019 on combating customs
undervaluation and reported that it is targeting all cheap products imported in extremely large
quantities through FARS.

Slovakia reported expanding the risk profiles in automated national risk profiling to combat
fraud in the area of undervaluation of goods.

Finland reported that in 2018, the focus was in royalties and licence payments. As concerns
risk profiles, FI reported some technical challenges, because their risk analysis system used on
import declarations does not support average price calculation.

Sweden reported increased number of blocks in 2018 for clothing and footwear. Sweden is
also targeting cheap products from China weighing over 500 kg before 2018 and 300 kg
thereafter.

United Kingdom employs an end to end approach to tackle customs fraud risks, drawing on
experience used successfully to tackle MTIC and alcohol fraud. The UK provided a list of
what this comprises.

12
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1.1.2. ENHANCEMENT OF CUSTOMS CONTROLS

The Member States were asked to report on measures taken to enhance customs control via
providing information on strategies in place, coordination among custom services, whether
risk profiles target Traditional Own Resources (TOR), whether they share information with
other member states and if there is close monitoring of control results to allow effective
follow up.

a) Information on strategies in place that target all types of customs procedure including
simplified procedures and all operators taking into account AEOs and other large
businesses considered compliant

22 Member States!! replied that they fully implement this recommendation and six'? reported
partial implementation.

The following Member States provided details for their reply (in summary):

Belgium introduced new method for a more targeted selection of profiles through the
'Automated Deselection Logic'. This method is used to make fewer and more targeted
selections and to reduce the application of a selection percentage but to make a targeted
selection of riskier categories.

Bulgaria replied that new functionalities are being created to integrate financial risk profiles.
A random selection is being made on the basis of risk profiles and reports are being prepared
on the control equipment available and recommendations are made with regard to the
availability of new resources.

Denmark reported about its operational strategy that aims to ensure effective risk-based
customs controls designed to detect fraud and irregularities involving imports from third
countries.

Estonia reported that most of attention is given to procedures that are used to declare goods
for release into free circulation, because the percentage of the other procedures is very small
in Estonia.

Ireland replied that the Compliance and Post Clearance Unit which oversees a national
compliance and post clearance programme for the Customs Customer Case base, including
AEO and those authorised for Simplifications. From a post clearance perspective, the customs
audit and post clearance check targets include a provision that a specific percentage of the
cases or declarations chosen must be authorised traders.

Greece replied that in the context of strategic objectives, targets are set centrally for customs
controls, for all types of customs procedures, for all operators, without excluding the holders
of simplified procedures and AEOs.

' Czech Republic, Denmark, Germany, Ireland, Greece, Spain, France, Croatia, Italy, Latvia, Lithuania,
Luxembourg, Hungary, the Netherlands, Austria, Poland, Portugal, Romania, Slovenia, Slovakia, Sweden
and the United Kingdom

12" Belgium, Bulgaria, Estonia, Cyprus, Malta and Finland
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Spain indicated that risk profiles can work on any customs procedure and on any kind of
operators.

France explained that their control strategy is based on risk analysis, implementing three
types of checks: ex ante at the time of clearance, ex post (1 check) up to 4 months after
clearance and ex post (2 checks) implemented until the expiry of the period concerned. For
simplified procedures, the ex-ante check is dome at the stage of the Initial Simplified
Declaration. Special procedures are also checked. In general, the risk arising from the
operator's reliability is also considered. The National Risk Analysis Grid is used to determine
the risk level for almost 20000 operators for import and export flows and makes it possible to
direct the checks. Lastly, the AEO deemed to be reliable are not excluded from targeting
during checks.

Italy replied that they can target all types of customs procedure and manage the rate of
control according to the compliance of the operator (AEO or no AEO).

Latvia: all established profiles, including the ones on random selection, also apply to AEO
and to simplified procedures.

Lithuania: all economic operators could be a subject for customs control based on risk
assessment.

Luxembourg replied that there are risk profiles in place for targeting specific customs
procedures. Although the hit rate of risk profiles is lowered in regard of AEOs they are not
excluded from electronic targeting/customs controls.

Hungary: The annual control plan focusses primarily on economic operators with high
turnover (including AEOs) while also laying down rules for all market participants in the
annual monitoring exercise. Prior to issuing each AEO authorisation, a risk analysis must be
conducted in relation to the economic operator in question. Also, the central risk analysis
department is notified about risk information pursuant to internal rules. Then, it performs an
analysis and according to the risks identified, creates a built-in risk profile or proposes
thematic or operator-based controls.

Malta replied that IT simplified procedures are not implemented as yet. Import and export
consignments by AEOs may be physically inspected through random selection.

Austria established a national customs control strategy based on the EU risk management
strategy, in which they define high risk areas in all customs and excise matters. Compliant
companies and AEOs are taken into account, but not automatically excluded, especially
forwarding companies with AEO status are not considered as low risk and do not get a lower
risk level.

Poland: All customs procedures and operators are covered by the National Revenue
Administration. There is a strategic analysis centre in this administration that carries out
activities such as risk analysis, risk profiles establishment, exchange of risk information with
MS and the Commission via CRMS/RIF, cooperation with OLAF and info transmitted via the
AFIS system, exchange of info among Visegrad 4.
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Romania reported that all customs procedures subject to the granting of an authorisation are
applied in compliance with the working norms developed at DGV level, the approval of the
issuance involving pre-audit and monitoring actions. In 2018, there were updated: a. the
norms on the use of simplified customs declarations and entry in the declarant's records and b.
the technical norms regarding the registration for customs purposes of the economic operators
and other persons.

Slovenia replied that all kinds of customs procedures are covered. Also, all kinds of economic
operators can be selected regardless if AEO or a large business.

Slovakia replied that their post-release control system is in line with current legislation and
recommendations of the Commission.

Finland replied that this is a development area. E.g. better IT solutions to analyse holder of
the authorisations of operations.

The United Kingdom replied that controls include both targeted pre-clearance checks
alongside post-clearance audit activity. Checks are undertaken using a whole trader approach
to assure a range of inherent risks across the Customs activity of a business.

b) Ensuring proper coordination among customs services dealing with risk analysis and
controls

23 Member States'? replied that they fully implement this recommendation and five'* reported
partial implementation.

The following Member States provided details for their reply (in summary):

Belgium replied that in post release controls, a new work method was developed for checking
undervaluation and greater attention was given to giving a clear description of the selection
reason. On post release audit, the proposed items for the controls and audits for 2019 are
explained in fiches available by topic to the control departments.

Bulgaria: proper coordination ensured between all customs units responsible for handling the
risk profiles produced and performing checks in their operation. Coordination is ensured
between the Customs Agency and other government structures.

The Czech Republic reported about the coordination activities on two levels: nationwide and
regional. Coordination and cooperation takes place through direct and day-to-day contact
between the staff of individual departments and also through planned meetings.

Denmark reported that significant control results should be passed on by physical and post-
clearance control units to the Financial Customs Analysis Unit to optimise future risk
analyses.

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

14 Bulgaria, Greece, Cyprus, Slovakia and Finland.
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Estonia reported that the entire customs service is on central level and there is close
cooperation among customs officers and tax auditors carrying out post-clearance audit.

Ireland: risk profiles are set in consultation with the various stakeholders in the EU, Revenue
and other Government Agencies to ensure protection of EU and national borders.

Greece: coordination between the customs services involved in the risk analysis is adequate
and constantly improving.

Spain reported that there is a central unit that designs the risk profiles and coordinates all
control activities, which are carried out at a regional level.

France replied that as part of the 'Customs 2018' project, the General Directorate for Customs
and Excise introduced an integrated chain of checks to tackle new challenges relating to
safety, security and combating fraud. France noted that the creation of a national risk analysis
and Targeting Department (SARC) was ratified by an order of 29 February 2016. Also,
France introduced the CRPC Guide (Cellules de renseignment et de pilotage des controles)
and explained its use.

The Italian customs control systems interfaces directly and in real time each local services
involved in risk analysis, so any customs officer in charge to carry out customs control is
informed about the risk indicator.

Cyprus: the regional customs offices and various sections at Headquarters monitor customs
control results according to their field of interest including valuation and re-evaluation of
profiles in cooperation with the risk analysis and intelligence section at Headquarters. A more
enhanced coordination is needed between the relevant sections of the department to assess
better the risk of undervaluation.

Latvia: There is constant exchange of risk information between those carrying out controls at
the time of clearance, carrying out risk analysis and those carrying out post-clearance checks.

Lithuania: RIKS clearance component and post clearance component are the main tools for
coordination among central, regional and local services dealing with risk analysis, control and
monitoring.

Luxembourg organised information sessions at local customs offices in the framework of EU
Commission decision C (2018) 3293. Exchange of info between services is regular.

Hungary: The regional service is obliged to forward any risk information to the central
service which however, also maintains contact with local services and notifies them of all
relevant risk information.

Austria has an 'Anti-Fraud Network' which consists of risk/anti-fraud experts on local,
regional and central level. The central division is responsible for information gathering,
mutual assistance, investigations, profiling, ex post clearance audits and coordination of cases.

Poland: risk management is carried out at all levels in the national administration
organisational structure (central, local, regional). Exchange of information in risk
management and controls generally takes place automatically via the integrated risk analysis
system ZISAR.
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Romania replied that risk analysis is performed both at the moment of receiving conclusive
data and info and in the stage of preparation of the control in case of OLAF's financial impact
alerts. In 2018, 5 out of 30 alerts identified in the DGV database of customs operation fell
under the risk criteria with subsequent controls at the level of territorial structures.

Slovenia: proper coordination among customs services is ensured with central risk profiles
and unique common view on situation with developed special application for monitoring
valuation of goods.

Slovakia: Central and local risk analysis are on different section in the Financial Directorate
organisation structure.

Finland: Yearly audit planning process is done in cooperation among audit control and
analysis/intelligence. All interest groups are asked if they have suggestions for risk
management and targeting. Feedback is provided to the interest groups on what happened
with their suggestions.

United Kingdom: Co-ordination is centralised within HMRC's Risk & Intelligence Service.

¢) Risk profiles targeting traditional own resources (TOR) and providing clear
instructions with regard to the type of control to be carried out. Risk guidance to
customs release officers, sharing of information with other Member States and
feedback on the response to this information in the EU customs risk management
System

22!> Member States replied that they fully implement this recommendation and six'® reported
partial implementation.

The following Member States provided details for their reply (in summary):

Belgium replied that since the end of 2018, the tax risk management team was organised in
accordance with the Commission Decision on Financial Risk Criteria, making it possible to
better target TOR. Significant findings in all risk areas are reported in the CRMS system.

Bulgaria replied that risk profiles particularly target TOR. The actions to be taken in profiling
are clear and detailed. Where irregularities are detected the information is shared with
Member States but only with regard to major seizures or infringements. There is a lack of
human resources to be able to disseminate information more effectively. Information via RIF
is processed in full.

Czech Republic: risk profiles contain specific control instructions for the officers of customs
office. Information on newly identified risks is shared with other member states by
registration into the system RIF.

15" Czech Republic, Denmark, Germany, Ireland, Spain, France, Croatia, Cyprus, Latvia, Lithuania,
Luxembourg, Hungary, Malta, the Netherlands, Austria, Poland, Portugal, Romania, Slovenia, Slovakia,
Sweden and the United Kingdom.

16 Belgium, Bulgaria, Estonia, Greece, Italy and Finland.
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Denmark replied that the customs authority uses CRMS to share risk information with other
Member States. Reported receiving information through RIF on new trends of possible areas
of fraud and assesses this information. Where necessary, financial RIFs will lead to
establishment of risk profiles in the import system indicated a type of control to be carried
out.

Customs checks in Estonia are focused on goods, irrespective of the incurrence and amount
of duties and taxes (customs duty, VAT, excise duty) applicable to the foods or the status of
the consignee/declarant. Also RID — data exchange is carried out systematically between
Estonia and other Member States. In 2018 Estonia drew up 63 RIFs, one of them being
undervaluation.

Ireland reported that clear and concise instructions are given to the control officer carrying
out the check. Any irregularities are addressed and if necessary shared among other member
states via the RIF system.

Greece replied that all risk profiles, including those relating to TOR refer to clear guidelines
and guidance on the type of control and provide risk information to those responsible for
control at the customs clearance stage. Risk information is shared with other member states
and feedback is provided to a satisfactory degree.

Spain reported that clear instructions about the actions to perform once the declaration has
been selected for its control are in place. RIF is used to inform other Member States. An
analysis of all information received from other MS is carried out.

France replied that each selection profile contains a description explaining the reason for the
profile, the type of fraud being investigated and the action to be taken. The services are
informed each month of the RIF messages sent by other Member States. The MA cases sent
by OLAF on TOR are given specific treatment by the Risk Analysis and Targeting
Department (SARC): the fraud mechanism described is studied and the French traffic
analysed. The SARC sets up one or more dedicated profiles and gives precise instructions to
the services on the action to be taken.

Italy: risk profiles exist to fight against losses in TOR. They mainly concern anti-damping,
undervaluation, misclassification and origin. Risk information is shared by CRMS when are
deemed to be relevant for another Member States.

Cyprus replied that if a declaration is selected for control, based on a risk profile, then
customs officer/examiner follows the instructions given by the profile for the type of control
to be carried out.

Lithuania reported that 1019 fiscal risk profiles were created in RIKS clearance component
in 2018. Risk information is shared with other member states and 2 RIF were placed in 2018.
Feedback on the response is constantly being filled.

Luxembourg replied that risk profiles target TOR. There are instructions in place and
Luxembourg considers the exchange of and feedback to risk information as a very important
element in risk management. They make use of the EU customs risk management system on a
daily basis.
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Hungary continuously monitors the risks to TOR and a risk profile is created for them in the
risk management system.in all cases, specific instructions exist to indicate for what kind of
risk a given control must be conducted and possibly whether any sort of special document
needs to be requested and forwarded to the central service for any potential risk information to
be further processed.

Malta replied that TOR is one of the key risk areas incorporated in profiles uploaded on the
electronic systems. The profiles may incorporate instructions to customs officials conducting
physical inspection of goods. Potential (new) risks noted are shared with other member states
through the RIF system.

In Austria, tax and customs are merged. The central anti-fraud department covers anti-fraud
measures in the fields of customs, excise duties and taxes. Risk profiles cover customs, tax,
excise and any combination. Information is shared, also with other Member States and the
Commission, the full risk management circle is implemented including monitoring and
evaluation.

Poland: Risk profiles include guidance for the entity performing the control, setting out
clearly what measures are to be taken and the scope of those measures. There are guidelines
on 'verifying the declared customs value of textiles and footwear imported from far eastern
countries (mainly China). Exchange of information takes place via CRMS/RIF, AFIS,
Visegrad 4 forum.

Romania reported that in 2018 the automatic selection of customs declarations based on
existing risk profiles in the risk management IT module functioned at national level. Risk
profiles can be set to target a heading or a combination of headings in the customs declaration.
A total of 139 risk profiles were implemented in 2018 of which 30 following OLAF alerts, 1
profile was updated following the ISPRA database analysis and 1 profile as a result of a RIF
message analysis. In all cases a feedback to RIFs is entered.

Slovenia: risk profiles specifically target TOR and provide clear instructions about the type of
control. These profiles also give guidance at customs clearance. In some cases, the mutual
assistance requests are launched.

Finland: Profiles specifically target TOR. Finland uses both FRC and national profiles. Risk
profiles always contain guidelines on how to perform control and use CRMS system, and
make new RIF message based on the results of the risk profiles, controls of corporate audit
unit etc. if there is new element of fraud.

United Kingdom: where they consider that there is an EU wide implication, details of an
examination are passed to the team responsible who will raise a RIF and share the risk
identified with OMS.

d) Close monitoring of the controls results in a structured manner, to allow effective
follow up and strict implementation of mutual assistance instructions
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23 Member States!” replied that they fully implement this recommendation and four!®
reported partial implementation. One Member State gave a negative reply.'’

The following Member States provided details for their reply (in summary):

Belgium: feedback for pre-release controls is taken into account by Seda 2.0 and feedback for
post-release controls (not automated) is less structured but is included in the development of
data mining models.

Bulgaria replied that checks based on the risk profiles produced are carried out at regular
intervals and, if necessary, additional information is requested or a post-release control is
carried out.

Czech Republic: post-release controls results are regularly evaluated. In 2018, 449 post-
release controls were finished from which almost 87% identified breaches of regulations.

Estonia replied that the Intelligence and customs departments are regularly monitoring the
efficiency of selectivity/risk criteria and make a decision accordingly.

Ireland reported that control results are regularly monitored and any irregularities identified
which would constitute infringements are dealt with locally by the control officer. Any
irregularities or fraudulent activity detected is reported to the investigation and prosecution
division.

Greece replied that the full content of the instructions and guidelines provided to the member
states with the AM messages of OLAF is without any delay notified to all customs authorities.

Spain reported that the central unit performs the proper follow-up.

France replied with details about the updated document on the implementation of the
provisions of Regulation 517/97 to improve the treatment of MA cases and explained the
circuit for handling MA cases concerning the protection of the EU's financial interests.
Further, France informed that the results of checks on MA cases are sent to the SARC which
draws up a table for monitoring the cases. This table is sent each quarter to OLAF via AFIS
mail.

Italy referred to the monitoring of structured control results (feedback) carried out by the
Analysis Office. The latter provides to consult the results of the controls arising from the
selections made by the risk profiles developed, to implement new ones or to modify existing
ones.

Cyprus reported that a new structure was recently created to have a more effective follow-up
and strict implementation of mutual assistance instructions. The intelligence and analysis

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

18 Belgium, Bulgaria, Czech Republic and Greece.

19 Finland
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section delegates each AM message to the relevant sections and monitors it so that the data
for the reply are received timely.

Lithuania: the results of the verification of declarations in RIKS are monitored in a structured
manner. The effectiveness of risk profiles is continuously assessed and the decisions are made
on risk profiles correction, their further need or the introduction of the new profiles.

Luxembourg set up an IT tool to evaluate control results. Both local and central services
have access to this system. The evaluation itself is systematically performed at central level.

Hungary replied that the controls results are available to all services involved in performing
the control and to the central service carrying out risk analysis. If, within the context of
mutual assistance, the national tax and customs administration receives a request to generate a
risk profile to check some kind of defined turnover, the risk profile is generated. Depending
on the nature of the request, searches and assessments of profile match results are scrutinised
daily/weekly/monthly. Also, the internal operating and filing for real time risk analysis is in
the process of being fully computerised.

Malta: Feedback is submitted in the 'electronic inspection result' tab by the customs official
conducting the inspection. A detailed report outlining all endangered taxes and any additional
anomalies found is also submitted manually and registered in the relevant file which is then
forwarded to the risk management unit for any necessary action they deem appropriate.

Austria replied that this question is regulated in an internal rule book.

Poland reported about the integrated risk analysis system (ZISAR). In addition, in the context
of the tasks it carries out in the area of mutual cooperation, the DSCA implements and
monitors/coordinates the cases that have been initiated in CRMS/RIF or by OLAF, and
ensures that feedback is provided.

Romania: mutual assistance and customs cooperation are carried out at the central level based
on requests coming from local structures. All requests have to be analysed in terms of the
subject matter of the request, the scope of action and measures required. In 2018, Romania
updated the OLAF alert methodology, which provides all steps to address these alerts.

Slovenia: feedback at customs clearance is monitored in the risk profile files and the post-
release audit files which allow effective follow-up.

Finland: there is manual monitoring of the results of risk profiles with the present risk
analysis system. For example, the risk profiles based on AM messages. Monitoring of the
control results is a development area in Finland. There are new IT solutions under
development.

United Kingdom: AM messages are received via AFIS mail and are allocated to an Officer to
establish what is required. This is completed by use of HMRC databases and CHIEF MSS.
Responses are sent to the named Investigating Officer in OLAF via the AFIS mailbox.

1.1.3. OTHER MEASURES

Member States were asked to report on several other measures on customs controls. These
included whether they systematically include an automated random element and consider the
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time-barring 3 year period for communicating customs debt. Also, there was a question on
whether they ensure risk-oriented post-release audits and if the results are strictly monitored.
Another question was whether customs controls made by AEO are carried out taking account
of the risk management. Lastly, whether national authorities make full use of the handbook on
operational customs controls based on MS best practices, and of the customs audit guide.

a) Systematic inclusion of an automated random element taking into account the time-
barring three year period for the communication of customs debt

16 Member States?® replied that they fully implement this recommendation and seven®!
reported partial implementation. Four Member States gave a negative reply.?> One did not
indicate any information.?’

The following Member States provided details for their reply (in summary):

Belgium replied that to draw up the proposed items for post-release controls, they go back 2.5
years to allow sufficient time to carry out the checks within deadlines. Risk management does
not assign random items for post-release controls.

Bulgaria reported that 5% of checks of economic operators are carried out at random
selection.

The Czech Republic replied that within post-release controls the automated random element
is not included. The time limit for notification on customs debt is one of the pieces of data that
are taken into account during the preparatory phase, regarding whether it is possible to carry
out the post-release control and notify about the debt within the time limit. The length of how
long a post release control lasts is evaluated twice a year.

Denmark replied that when carrying out controls, the customs authority applies a statistical
element to the control selection, and also focuses on the time-barring three year period.

Estonia carries out random checks regularly and uses random selection.

Greece explained that the customs information system is not designed to indicate random
checks in in the context of post-release risk analysis in an automated manner. This function is
in the process of being re-designed. The time-barring three year period is taken into account.

Italy explained in detail, the reason that for posteriori controls, the risk analysis system does
not include randomness.

Spain indicated that the expiration date is always taken into account.

France replied that with regard to the checks made at the time of clearance, an automated
random selection of the declarations is set up. With regard to ex post 1 checks, a schedule is
implemented on the basis of the general guidelines set by the Inspection Information and

Bulgaria, Denmark, Estonia, Spain, France, Croatia, Latvia, Hungary, Malta, the Netherlands, Austria,
Portugal, Romania, Slovenia, Slovakia and Sweden

Belgium, Czech Republic, Germany, Lithuania, Poland, Finland and the United Kingdom

Greece, Italy, Cyprus and Luxembourg

Ireland.
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Steering Units (CRPC) which takes into account the reliability of the operators (managing
sensitive traffic and/or procedures).

Lithuania: an automated random element is not included as a risk indicator. Random
company selection is not used for the purpose of customs audit.

Luxembourg takes into account the time-barring period but this is not included as a risk
indicator in the risk analysis. The only thing they do depends on case by case basis. A risk
profile is put into the analysis with regard to either the economic operator or the product
(tariff/value/origin).

Hungary replied that selection is conducted at random to make economic operators aware
that controls can be imposed anytime, irrespective of operators' risk rating with local customs
services. When planning post-release controls, particular attention must be paid to the
communicability of the customs debt; conducting a planned post-release control at a later date
may not impede communication of the debt.

Austria: a random element is used in the electronic profiling system. The three year period is
an indicator for the risk analysis.

Poland replied that the random element is applied in automated risk analysis in IT systems
when selecting customs declarations for checks. It is not used in the post-release selection of
goods for checks. The 3 year period for the communication of a customs debt before it is
time-barred is taken into account as a risk factor.

Romania provided extensive details on this question. It is noted that in 2018 the
implementation of a random selection program for customs declarations with customs
clearance was completed in the IT system.

Slovenia replied that in post-release audit plan, the time-barring 3 year period and random
automated selection are taken into consideration. This kind of economic operators are selected
and examined.

Slovakia replied that the limitation of a 3 year period of a customs debt is taken into account
in the planning phase of post-release controls. When as a result of criminal offence, the time
limit is extended to 5 years.

Finland has automated random profiles in all operative declaration systems. Also, they are
using random element during the audit planning process. Time-barring period is one risk
indicator which is used during audit planning process.

United Kingdom: The UK's uses risking techniques to target their activities in effective
ways. In certain circumstances, there is coverage across the trader population.

b) Ensuring risk orientated post-release audits which cover the operator's systems and
the application of a random element, providing guidance to the auditors and taking
account of the results of the pre-authorisation stage and of standardise checklists
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Fifteen Member States®* replied that they fully implement this recommendation and seven®

reported partial implementation. Three Member States gave a negative reply.? Two did not

indicate any information.?’

The following Member States provided details for their reply (in summary):

Belgium: the proposed items for post-release audits are in part supplied by the risk
management department and are risk oriented, not random.

Bulgaria reported that risk-oriented audits are carried out using an automated process for
selecting economic operators based on data in customs declarations for a period of 3 years.
Further to the findings of post-release control, import duties and taxes assessed and other state
receivables are entered in the accounts. Administrative proceedings are initiated when
infringements are established.

The Czech Republic provides post-release audits. Random element is not applied. The audits
are performed at those subjects where the risks are identified. The control lists are used and
the results are evaluated.

Estonia replied that all the objects directed to the Tax Audit department in 2018 had been
selected on the basis of risk analysis and sent to post-release controls due to their risk.
Estonian companies are in many cases small and therefore the performance of post release
audit does not bring any additional effect. All post-release audits are classified as "other
kinds". There is a national manual for performing controls, called "Tax Auditor's Operating
Procedure".

Ireland replied that the Irish customs post clearance interventions are based on risk analysis
using automated data processing techniques. Ireland has produced a national customs audit
and control guide that encompasses standard checklists to assist their officers in carrying out
their post-clearance roles. A random element is also incorporated to the post clearance
programme. The customs division works closely with regional control officers and customs
audit personnel to provide advice and guidance. All results from customs post release controls
are monitored closely and rules, procedures and processes are updated as required.

Greece: post release audits are carried out on the basis of a non-automated "local" risk
analysis by the competent authorities.

Spain replied that each actuary decides how to perform the control. Audits are revised by the
superior who may decide to perform additional actions. The Commission's guide is at their
disposal. Company records can usually be assessed and all previous information is taken into
account.

France explained how post-release audits are conducted (in a hierarchical manner) in France.
The results of the checks are incorporated in the anti-fraud information system and can be

24 Belgium, Bulgaria, Germany, Ireland, France, Croatia, Italy, Latvia, Lithuania, Hungary, the Netherlands,
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consulted by all the services responsible for risk analysis and targeting. Random selection is
not part of the post-release audits mechanisms.

Italy explained the process of ensuring risk-oriented post-release audits with continuous
monitoring of results.

Lithuania reported that pre-audits and post release cover the operators' systems and for all of
them instructions, guide and standardised checklists are used. Results of pre-audits and post-
release audits and other verifications are uploaded into the RIKS. This allows monitoring all
the information in one e-system, RIKS.

Luxembourg indicated that as they don’t have an IT tool, they cannot conduct risk-oriented
audits. They are conducted on the experience of the officials or by a request from another
department.

Hungary: when drawing up the annual post-release control plan, 87 distinct risk topics were
taken into account in selecting for the control, but a random sample was also taken. Those
performing control, received information on the risk topics being investigated in writing. The
results of the controls are uploaded into an electronic register and are easy to access and may
serve as a basis for further risk analyses.

Malta replied that the relevant department carries out risk-oriented post-release audits but
does not have the capacity to carry out system-based audits.

Austria fully applies the EU audit guide.

Poland: a provision has been introduced to national law that indicated that controls including
post-release controls are to be performed on the basis of risk analysis results. The exceptions
to this are random checks or those arising from a legal obligation. The control activities
carried out use the methodology set out in the customs audit guide.

Romania reported that up to now, no further customs controls have been carried out on
operators' systems in the absence of the national legal framework. Currently, the process of
amending the ANAF order on the technical norms of customs surveillance and control is in
progress and new provisions will include this method of customs control later with the full
application of the methodology in the DG TAXUD customs audit guide.

Slovenia reported that a random element is included in different post-release audits. There 1s
use of the customs audit guide and check list where necessary. Auditors also examine minutes
of previous post-release audits and other information to include the risk areas.

Slovakia: the unit of post-release control continuously processes the incentives from the unit
of risk analysis and forwards them to the units of post release control. — Exchange of analysis
is taking place.

Finland explained corporate audit. The transactions concerned are chosen to the audit mainly
with risk analysis and random sampling is used less frequently in an ordinary audit. The
checklists are accessible to all auditors. The results of the audits and the proposed and realised
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measures are entered into the monitoring system of the corporate audit and used e.g. in audit
planning.

The United Kingdom replied that HMRC undertake a 3 year rolling audit/assurance
programme of authorised traders. This activity is supplemented with Authorisation & Returns
Teams monitoring activity on the authorised population.

¢) Customs controls on operations made by authorised economic operators (AEOs)
carried out taking into account of risk management performed

23 Member States® replied that they fully implement this question and five®® reported partial
implementation.

The following Member States provided details for their reply (in summary):

Belgium: on the basis on the risk assessment in granting or reassessing an AEO authorisation,
a selection percentage is awarded that is used in the selection process within SEDA 2.0
engine.

Bulgaria: automated risk analysis is conducted for all operations, regardless of the role of
economic operators in the supply chain.

Denmark: companies with AEO authorisation will also be monitored on the basis of
materiality and risk, although to a lesser extent on account of their status.

Estonia: companies holding AEO status are controlled on the same grounds as other
companies.

Ireland: AEOs are subject to the same rules and regulations as other importers but do not
come under the same level of customs controls as their status is based on mutual transparency,
correctness, fairness and responsibility. From a compliance perspective each AEO in Ireland
is monitored within the first 12 months of being granted such an authorisation and at least
every three years after that.

Greece: customs controls carried out on operations made by AEO take into account risk
analysis and apply on all the different elements of these operations.

Spain: AEOs are subject to customs controls. However, they might be adapted to their risk
level.

France replied that the AEO are considered to be trustworthy operators in the context of the
customs operations they perform. As such, they have specific customs benefits, pursuant to
EU rules. France explained the cases where AEO have special treatment and explained that
apart from these cases, the AEO are treated like other operators. The same selection profiles
are used for them where these profiles are not based on an Economic Operator Registration
and Identification number and all the data in the declaration can be targeted.
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Italy: The rate of control for an AEO is systematically narrowed down according to the rate
of compliance of the operator. When a high risk indicator related to potential losses in own
resources applies, AEO is managed as normal operator for a short period and subjected to
normal type of control.

Cyprus: an import system at low risk value is given to all Cypriot AEOs. As regards the
import control system and the export control system, all benefits granted to AEO are based on
Common Risk criteria.

Lithuania: AEOs operations are checked under the same criteria as the other economic
operators.

Luxembourg: only the risk profile for the financial category is reduced to a 50% rate.

Hungary: When selecting for post release controls, AEOs are treated just like any other
market participants, although when taking customs controls into consideration on the whole,
there are fewer physical and documentary controls, as a reduction is applied.

Austria: this question is dealt with on a case by case basis.

Poland: The DSCA and all other regional revenue administration offices have been instructed
to take the necessary measures set out in this recommendation with a view to factoring them
into the risk management process.

Romania: The selection of controls is based on risk analysis, using a specialised IT module.
The selection is automatically performed in the system. There is no requirement for the non-
application of the risk criteria to AEO so that they can be selected if there is a risk indicator.
AEO is considered a trustworthy company, and therefore their operations are considered as
low risk and in some cases, based on local risk analysis, may not be part of the controlled
sample.

Slovenia: When AEO authorisation is done, a special monitoring plan applies.

Slovakia: AEOs are subject of risk analysis and only the internal guideline allowed
performing less controls.

Finland: During their risk management and post-release process they treat AEO and other
operators the same way.

United Kingdom: AEOs are included in a targeted risk assessment and risk working as part
of Large Businesses and RIS monitoring of the authorisation. They are included in pre-
clearance profiling exercises and their consignments checked if appropriate.

d) The use of the handbook of operational customs controls based on Member States'
best practices and of the Customs audit guide
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Twenty-four Member States®® replied that they fully implement this question and four
Member States®! gave a negative reply.

The following Member States provided details for their reply (in summary):
Bulgaria: The customs audit guide is used when performing post release control.

Estonia has its own national guidelines for the verification of customs value and
determination of a new value. Likewise, there is a national manual for carrying out controls:
"Tax Auditor's Operating Procedure".

Ireland: The audits are conducted in line with the EU customs audit guide. From a post-
clearance perspective, the national customs audit guide takes primary guidance from the EU
customs audit. The EU documents are an integral part of the control programme formulation.

Greece a key tool for carrying out post release audits is the customs audit guide.

Spain: the guides are available to the actuaries who perform the controls.

France responded that these guides are not used directly by the services although their
indications are included and used in national guides.

Italy replied that both are used for operational customs checks and audit guide.

Cyprus: the handbook on operational customs control is uploaded on intranet departments
and is available to all customs officers since 2015.

Lithuania: the customs audit guide is used. Based on info from this guide, checklists
(questionnaires) for auditors in RIKS post-clearance component are created. Currently, they
use 17 checklists (risky areas) for preparation phase for audit and 31 for execution phase.
Finally, the auditor is required to assess the company's residual risk. Lithuanian customs are
familiar with the handbook (2013) and apply its provisions. However, this handbook contains
references to regulations that are no longer valid and they believe it should be updated.

Hungary: Full use of the customs audit guide is being made at the time of post-release
controls. The departments use the handbook when checking declarations, performing physical
controls, checking the classification of goods, and making recommendations of sampling.

Malta: A 'yes' reply is being submitted to this question conditionally, as the department
consults the customs audit guide when conducting any type of audit assignment.

Poland: For the purpose of performing post-release controls, the KAS uses the methodology
set out in the customs audit guide.

Romania: In 2018, both documents were distributed to the specialised personnel within the
structures with control responsibilities at the local level (2014 version of the customs audit
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guide) as "savoir faire" for usage of the information in the activity of preparing and carrying
out control actions.

Slovenia: national authorities make full use of the handbook on operational customs controls
and the customs audit guide.

Slovakia: all the units of post release controls have a customs audit manual available.

Sweden: the Swedish customs doesn’t use the handbook because they are not sufficiently
familiar with it. They use the customs audit guide. Unfortunately, the guide has not yet been
updated by TAXUD to take account of the new legislation.

United Kingdom: the UK authorities apply the Customs Audit Guide and have national
guidance in place. The UK authorities would like confirmation of the current status and
developments of the handbook on best practices.

1.2. EXPENDITURE

Under the second recommendation, the Member States were invited to further exploit the
potential of risk analysis, tailoring the approach to different types of expenditure and taking
advantage of best practices and the risk elements highlighted in the 2017 PIF report. Also, to
facilitate and assess the spontaneous reporting of potential irregularities and strengthen the
protection of whistleblowers as they are also a crucial source for investigative journalism.
Lastly, the Member States were invited to promote systematic and timely cooperation
between judicial and administrative authorities. The summary of the results in accordance
with the Member States' replies are listed in this section.

The Commission provided the following guiding questions to the Member States with regard
to formulating structured replies to address the second recommendation:

Guiding questions:

Q.2.1 Can you share any results deriving from the use of the findings from the 2016 PIF
Report in your fraud risk assessments?

Q.2.2 Have you further exploited the potential of risk analysis, tailoring the approach to the
different types of expenditure and taking advantage of best practices and the risk elements
highlighted in the 2017 PIF Report?

Q.2.3 Have you facilitated and assessed the spontaneous reporting of potential irregularities
and strengthen the protection of whistle-blowers, who are also a crucial source for
investigative journalism?

Q.24 Have you promoted systematic and timely cooperation between judicial and
administrative authorities?
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Overall results of the implementation of recommendation 2 on expenditure (in alphabetical
order):

Table 2

Q.21 Q.2.2 a.2.3 Q.24

fully implemented

partly implemented
not implemented
Mo indication

1.2.1. USE OF THE 2016 PIF REPORT FINDINGS IN FRAUD RISK ASSESSMENTS
Member States were asked whether they could share any results deriving from the use of the

findings from the 2016 PIF report in their fraud risk assessments. 22 Member States replied
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that they were in a position to share such results’?> whereas six Member States®® gave a
negative reply to this question.

The following Member States provided details for their reply (in summary):

Belgium: Fraud prevention and detection in the Flemish paying agency is based on the
principle of progressive insight. Different elements that are provided in different for a,
including the PIF report, are taken into account in the anti-fraud policy of the paying agency.

Bulgaria shared results from the use of findings from the PIF Report 2016 at the level of both
operational programmes and individual operations. They reported about additional measures
in areas of priority in the 2016 PIF Report, (tourism, RTD, transport, investment in social
infrastructure, technical assistance to fisheries). They also reported on additional checks
established, the use of Arachne in public procurement procedures, the update of checklists by
some authorities, new methodology on fisheries in 2018, an audit workshop in 2018 and
continuous verification and implementation of Commission recommendations on ESF, ERDF,
CF and ETC programmes. They also reported additional controls in the form of red flags, and
emphasised the list of red flags role in the prevention of fraud and offering additional
protection for the agricultural funds related grants.

Czech Republic reported about the strategy to fight fraud and corruption in the framework of
absorption of the CSF 2014-20 and its implementation. Also, about the reporting procedure in
case of suspicion of a criminal offence (e.g. fraud) to the national monitoring system
MS2014+(IRQ3). Also, reported about enhanced cooperation with the Police in case of fraud,
about the officers of the control and audit unit of EU funds' cooperation with the intermediate
bodies, and the use of Arachne by managing authorities and intermediate bodies. Lastly, about
the implementation of recommendation 4 of the 2016 PIF report in changes in the operation of
the risk management system.

Denmark replied that the Agricultural Agency reported that it has held internal guidance
meetings for fraud awareness raising in relation to the rules on markets organisation.
Compared to 2016 and 2017, 2018 saw an increase in detected cases with red flags under the
rules on markets organisation. The fisheries agency reported that it has provided information
on the location and priority area of projects reported for fraud in 2017 and 2018.

Germany reported that in the agricultural sector fraud risks are continuously assessed
including with reference to the PIF report. If there are an indication of a fraud risk for certain
measures, appropriate action is taken. In structural and investment funds, Germany reported
that the comprehensive approaches devised and reviewed by managing authorities take
account of the 2016 PIF report's assessments and findings. Also, the Commission guidance
note on fraud risk assessment is followed, and the self-assessment instrument provided by the
Commission in the guidance note is regularly reviewed and adjusted to specific features of
local situations.
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Estonia reported that their audit authority improved the auditing methodology and checklists
with the fraud indicators provided by in the OLAF public procurement guidelines.

Greece: the Special Management Service of the 2014-2020 Rural Development Programme is
implementing a technical support project. The Special Management Service of the Maritime
and Fisheries Operational Programmes implements a law transposing directives No 24 and 25
of 2015 and the e-procurement system as recommended by the 2016 PIF report. The results of
the report in fraud risk assessments have been recorded in the FRA tool in the form of
measures. The Fiscal Control Committee (EDEL) reported that taking into account the 2016
PIF report findings, in 2018, the Audit Authority reformulated and updated the audit
questionnaires for transactions, paying particular attention to the incorporation of the
requirements arising from the new directives on public procurement. In 2017, it participated
in a training programme in Athens on combating fraud and corruption in EU investment and
structural funds organised by the national centre for public administration and HAUS
(Finland).

Spain explained that the report findings are only one of the multiple elements taken into
account in fraud risk assessments so it is difficult to isolate the effects that each of those
elements has as a result of its inclusion in the fraud risk assessments.

Croatia reported that fraud risk assessment is carried out for prevention and detection of
fraud and corruption. They collect the assessment and the Ministry of Finance is processing
and analysing the results. The paying agency for agriculture, fisheries and rural development
in 2017 has taken into account all types of financing in the frame of European agricultural
guarantee fund and for rural development. It has taken into account the management and
control system's weaknesses in accordance with an internal risk management procedure.
Emphasised that the Ministry of Finance requested identification of risks related to
irregularities and fraud in 2017 and provided the basis for risk identification.

Italy reported that the managing authority has established a fraud risk assessment task force
and a checks quality review task force in addition to implementing the Arachne system with
assistance from the Ministry of Economy and Finance/Auditing authority.

Cyprus reported that risk assessment has been incorporated in all administrative and on the
spot procedures undertaken by responsible bodies involved in programmes under shared
management. Risk analysis is also used to select transactions to verify in terms of payment
claims submitted by beneficiaries with a large number of supporting documents or during on
the spot controls for measures with a large number of final recipients. Risk analysis
incorporates data on the nature of beneficiaries, projects and the type of expenditure, based on
ex ante assessment of the associated risk to each category and incorporating results of
previous verifications and audits.

Latvia's Ministry of Agriculture reported that they implemented the recommendations as
reported in the previous follow-up in 2016 and 2017.

Lithuania reported about the analyses performed by the Ministry of Finance as managing
authority of the operational programme for the EU investments 2014-2020. After the
analyses, it assesses the need for additional measures to reduce the probability of possible
occurrence of fraud and corruption manifestations. Following the assessment in 2018, the
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need for additional preventive measures in evaluations of applications, carrying out on the
spot checks, communication activities, public procurement, etc. have been established.
Additional measures to be implemented in 2019 include both various checks and preventive
actions.

Luxembourg explained that the only European structural funds managed there and falling
within the scope are the ones covering the agricultural sector. As no fraud cases related to
market support measures have occurred yet in the agricultural sector, they did not make
improvements in this area after the 2016 PIF report.

Malta reported that with respect to the PIF report's recommendations, the fraud risk registers
have continued to be reviewed on a regular basis to address new emerging fraud risks.

The Netherlands reported that they organised workshops about the updated legislation on
public procurement.

Austria reported that OLAF's fraud risk assessment confirms their own findings derived from
the Paying Agency administrative and on the spot controls and clearance of accounts as well
as audit findings. Nevertheless, Austria continues working to reduce the reasons for
irregularity and possible fraud step by step. Improvements are mainly necessary in market
subsidies and rural development projects. In these sectors strict rules for application, claim
authorisation and on the spot controls are essential. All these steps may further take advantage
of professional IT support.

Poland could not report any findings. The competent national institutions in Poland typically
use risk analysis to identify the most vulnerable areas to fraud. With regard to the use of the
risk elements discussed in the PIF report, the partnership agreement coordinating authority
will bring this aspect to the attention of all relevant cohesion policy managing authorities,
giving recommendations for drawing up annual control plans for the financial year 2018/19.

Portugal highlighted that the content of the communications to OLAF is taken into account
during risk assessment, particularly when establishing the sample for on the spot checks on
applications and aid requests submitted.

Romania: the Managing Authority for operational programme for fisheries 2014-20 reported
that the checklist called "Fraud Indicators checklist" was introduced at the levels of the
procedures in place at Managing Authority level including questions related to conflict of
interests.

Slovenia reported about the cooperation with the attorney general, better information, better
cooperation, early detection of fraud, improved system performance and consequently fewer
corrections.

Slovakia reported about several points. The Supreme audit office has an obligation to assess
fraud risk when planning and conducting audits. The public procurement office activities
during the transposition period of the revised directives, for example, enhanced transparency
via the register of beneficial owners. The Ministry of Environment of the Slovak Republic
reported the carrying out of the management of risks/risks of fraud relevant to the Operational
programme quality of Environment. They listed what the managing authority uses for the risk
management procedure such as the Arachne system, the IT monitoring system ITMS2014+, a
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whistleblowing system. The agricultural paying agency adopted the directive on solution of
irregularities and refunded financial funds of the agricultural payment agency. The ministry of
Labour, social affairs and family as a MA tries to apply all recommendations and procedures
for the European Social Fund Program (OP HR) and its tools. The Ministry of Transport and
Construction as a managing authority of the operational programme integrated infrastructure
implemented prevention measures of the fraud risk self-evaluation during 2016 in accordance
with COM regulations.

Finland reported about a new law concerning public procurement and cohesion contracts
executed from 2017. The functions of the electronic project management system EURA 2014
include corrective measures and findings, which can be marked as suspected fraud. In the
field of agriculture, the cooperation between different actors has increased with the
development of risk assessment. Also, fraud awareness has improved among regional
authorities.

Sweden reported that there is still a need to continue training both management and
administrators/economists in public procurement, something that was detected in the 2016
PIF report.

The United Kingdom reported that potential or actual fraud cases relating to expenditure
issues are being considered as part of subsequent reviews of their fraud risk assessment tool,
with risk and controls revised accordingly. Also, in relation to their risk scoring tool, they are
currently developing the narrative to clarify their decision making in relation to the scoring of
risks (both gross and net risk), their confidence in the controls, and the necessity for
considering any additional planned controls.

1.2.2. USE OF RISK ANALYSIS FINDINGS

Under this question, Member States were asked to provide information on whether they have
further exploited the potential of risk analysis, tailoring the approach to the different types of
expenditure. Also, whether they have taken advantage of best practices and the risk elements
highlighted in the 2017 PIF Report. Thirteen Member States®* replied that they were in a
position to fully implement this recommendation whereas fourteen Member States®> could
implement it only partly. None of the Member States replied negatively to this question. One
did not indicate any information.*®

The following Member States provided details for their reply (in summary):

Bulgaria reported that Managing Authorities introduced measures in accordance with the
Commission's guidance on the application of Article 125(4)(c) of the Common Provisions
Regulation. They also updated their risk assessment methodology and action plan for ESI
funds. They explained the practical use of red flags carried out at all stages of the project
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cycle. They also reported about the use of Arachne for programmes financed by structural and
cohesion funds. Bulgaria reported about the carrying out of checks based on specific
checklists and the use of a self-assessment tool of the risk of fraud provided by the European
Commission. They reported taking account of good practices and experience when
developing the methodology for assessing fraud risk for the 2014-2020 operational
programmes. Lastly, Bulgaria reported about measures in agricultural funds.

Czech Republic reported details about 1) the control in the project approval process prior to
the issuance of a legal act on grant provision and 2) Control in the project implementation
process. When identifying risk operations, the data from the information systems are used
(e.g. Arachne and others). In the risk management system, the second phase of
implementation was launched, in which the risk introduced would be linked to the primary
assets of the organisation i.e. processes. At this stage Rec. 2 of 2017 PIF was taken into
account. In order to exploit the potential of risk analysis, it is planned to extend access right to
the ARM system to 260 users of the ARM risk management system will be performed in
1Q/2019.

Denmark: the Danish agricultural agency has not analysed risk areas and introduced
improvement measures in the meantime. The Agency has, however, allocated resources for
external assistance with risk assessment in 2019, and will take the conclusions of the report
into consideration in this context. The Fisheries Agency is currently working on fraud
procedures that are adapted to the EMFF area, including the fraud risks occurring in that area.
In 2019, the Fisheries Agency will receive a contribution commissioned from the Danish
Government's legal Adviser to develop a method for identifying fraud and irregularities more
easily. The Danish business authority, MA for ERDF and ESF has in 2018 prepared on
organising a more risk-based administrative verification of accounts based on internal data
from the fund monitoring system and the company register. It is expected to be implemented
in 2019.

Germany reported on measures under the structural and agricultural funds from 2018 at
Lénder level and at Federal level. Also they reported that fraud prevention is also a regular
item on the agenda of the bi-annual meeting of the Federation-Lander working party on 'EU
financial controls of the audit authorities in the sphere of structural funds'.

Estonia reported that the Agricultural Register and Information Board have focussed on risk
analysis before granting the decision to reduce the administrative burden and possible
financial losses in later phases.

Greece: The special management service of the 2014-2020 rural development programme
reported about the risk analysis carried out during on the spot checks and ex post controls.
The special management service of the Maritime and fisheries operational programmes on the
procedure for communicating irregularities in IMS and reporting complaints to AFCOS as
well as the creation of a fraud risk assessment tool. The Directorate for financial controls,
inspections and cooperatives reported the application of a risk analysis methodology to select
the undertakings to be audited. Proposals for the use of risk analysis are presented to the
competent department of the European Commission each November. The risk analysis
application selects the undertakings to be audited on the basis of the archives of the computer
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system and the scoring for each eligibility criteria. The Fiscal Control Committee (EDEL)
reported that taking into consideration the 3 part of the 2017 PIF report recommendation, the
audit authority, as part of the audit of the 2018 accounts, cooperated with the jointly
responsible services to assess the complaints submitted on suspected fraud in order to assess
whether corrective measures are required as part of the accounts declaration for the 4%
accounting year.

Spain reported an example 'Research and Technological development (RTD) and 'Transport'
priorities which are highlighted in the 2017 PIF Report as relevant risk sectors will be
considered by the ERDF Managing Authority to better focus the scope of its controls.

France explained that this matter comes under systems audits and operations audits. System
audits should test the effectiveness and efficiency of management checks during the operation
selection phase, financial management and control of operation audits as well as the existence
of risk mapping to target checks on the highest-risk beneficiaries, projects and providers.

Croatia reported on measures and fraud risk assessment being carried out and the Agency for
payments in agriculture, fisheries and rural development taking account of the weakness of
the management and control system in accordance with an internal risk management
procedure.

Italy reported that risk analysis is carried out by the fraud risk assessment task force and is
tailored on the specific needs of the national operation programme for school which mostly
covers state-run schools, and thus does not perfectly mirror the 2017 PIF Report.

Cyprus reported that information on staff involved in co-financed projects was incorporated
in the MIS for the management of four shared management programs covering cohesion and
fisheries policy and aid to the most deprived. Staff cost has been assessed as a high risk area
for fraud during the fraud risk self-assessment exercise undertaken by the responsible
authorities.

Latvia set up internal risk management and anti-fraud control system in the managing
authorities on dealing with FEAD. The institutions involved in the management of FEAD
shall take the measures necessary to prevent and detect potential risks including fraud. The
risk management for expenditure shall be applied uniformly to all types.

Luxembourg reported about a continuous process as a measure, which is still being
implemented. The paying agency for agricultural funds services must set up an alert system to
detect facts that may indicate fraud or attempted fraud (Article 58 of Regulation 1306/2013).

Hungary reported that fraud risk is identified and assessed by the Managing Authorities on
the basis of the EGESIF 14-0021-00 model recommended by the Commission and Hungary
has drawn up methodological guidelines for this. They also reported on the processes
assessed.

Malta reported on 2 examples: 1. the responsible authority within the funds and programmes
divisions revised its anti-fraud policy and anti-fraud strategy. The anti-fraud strategy
facilitates embeds further an anti-fraud culture with a zero tolerance to fraud principle. Also,
Malta reported that in recent months, the risk register of the national authority of the same

36

www.parlament.gv.at


https://www.parlament.gv.at/pls/portal/le.link?gp=XXVI&ityp=EU&inr=78005&code1=VER&code2=&gruppen=Link:1306/2013;Nr:1306;Year:2013&comp=

programmes was reviewed and updated with special emphasis to the achievement of target
indicators.

The Netherlands reported they are in the acceptance phase of an operation they use software
company-info and testing the use of Arachne. Before the start of an EU financed project they
organise information meetings with beneficiaries and discuss topics like public procurement
and conflict of interest.

Austria reported that in EAGF and EAFRD a widespread set of rules is applicable since
years for administrative and on the spot controls including risk assessment and sample
selection securing a 20% share of random on the spot check samples.

Poland: the national institutions are regularly made aware of the need to take into account the
findings of the Commission in the PIF Reports when implementing and controlling EU funds.
In addition, the paying agency compiled a document: "List of signs of fraud' that contains the
most frequent signs of fraud in the agency's area of activity and was made available to
relevant staff. This document contains descriptions of fraud that involves artificially creating
the conditions for obtaining financial assistance, methods of checking the evidence pointing to
fraud and the procedure to be followed in the event that fraud is confirmed. Also, E-learning
courses on fraud prevention are provided on an annual basis for all staff and units carrying out
delegated tasks, and conventional training courses are provided for individual organisational
units.

Portugal: Risk assessment is an integral part of the management systems and the checks on
measures financed by the IFAP; it is also particularly important when establishing the sample
and procedures for administrative checks and on the spot checks on applications and air
requests submitted.

Romania: The managing authority for operational programme for fisheries and maritime
affairs 2014-2020: having in view the risk analysis system set in place at MA level,
presentations at decision maker's level and regional centres were organised. National Agency
for Public Procurement: reported about a methodology introducing a risk analysis in case the
number of ex officio intimations is greater than the actual possibility of performing ex post
control on the award of public procurement contracts/agreements, works on concession
contracts and service concession contract.

Slovenia: the Office for development and EU cohesion policy reported that cooperation with
the Attorney-General has been and will be strengthened. Arachne was introduced and will be
more spread to implement in the future. Reference to the use of Arachne was made on co-
financing agreements like it is with anti-corruption clauses. More education on Arachne will
follow, including to intermediate bodies.

Slovakia: detailed reports received by the supreme audit office, the public procurement
office, the ministry of environment, the Ministry of Agriculture and rural development and the
agricultural paying agency partly implementing the recommendation, the Ministry of Labour
(partly implementing the recommendation), Social Affairs and Family, and the Ministry of
Transport and construction.
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Finland reported about training and education to the intermediate bodies on fraud risks
combating (MA of ERDF and ESF) and plans to improve the system of red flags. EMFF
authorities carried out a fraud risk analysis. In agriculture, disseminating information on
possible methods of fraud has been part of the cooperation between the authorities.

The United Kingdom reported that good practice is to ensure tighter processes are in place
for Grant Recipients and their delivery partners and that stricter tests are undertaken by the
managing authority when SME s are providing evidence for payment e.g. checks n companies
house that the company is active; further evidence and checks to support invoices submitted
to claim their small grant or voucher.

1.2.3. FACILITATION AND ASSESSMENT OF SPONTANEOUS REPORTING OF
IRREGULARITIES - WHISTLEBLOWER PROTECTION

Under this recommendation, Member States were invited to share information on whether
they have facilitated and assessed the spontaneous reporting of irregularities and
strengthened the protection of whistleblowers. Thirteen Member States®’ replied that they
fully implement this recommendation and twelve®® reported partial implementation. Two
Member States replied negatively to this question.* One did not indicate any information.*’

The following Member States provided details for their reply (in summary):

Belgium: The Walloon government has adopted a legal framework for the protection of
whistleblowers within its administrations.

Bulgaria reported that whistle-blowers play an important role in the detection and timely
prevention of fraud affecting agricultural schemes and measures financed from the EU's
budget. Bulgaria reported, in detail, about available platforms of reporting of irregularities,
including anonymous reporting and through websites of various Ministries responsible for EU
funds. Also, when the report is not anonymous, they reported ensuring the whistle-blower's
personal data by not disclosing information. Bulgaria provided details on how Managing
Authorities handle information on irregularities such as verification of information and
potential on the spot checks. Also, they reported on channels of reporting agricultural funds.

Czech Republic has no special act for the protection of whistle-blowers, but this act is
currently under preparation. The protection of whistle-blowers is solved with in the Civil
Service Act and on the basis of this Act. Each resort has its own methodological guidelines,
which solve the protection of whistle blowers, reporting of fraud and corruption.

Germany reported that the management and control systems of spending programmes include
the obligation to report irregularities. Although Germany does not yet have unified Federal
provisions on the protection of whistle-blowers, some of the Federal Lénder have
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implemented such protection measures such as for example 'lawyer post-boxes' which
whistleblowers can use to report information while remaining protected. Germany advocates
EU-wide protection of whistleblowers and supports the adoption of an EU directive to this
effect.

Estonia reported that whistleblowers have the possibility to contact the Implementing Agency
directly and have made use of this possibility. Two of their Implementing Authorities
(Enterprise Estonia and the Environmental Investment Centre) have added the possibility to
submit anonymous hints regarding the misuse of support through their webpages.

Greece reported that whistleblower protection was introduced by the Anti-corruption Law
and the General Secretariat for anti-corruption submitted a proposal to the competent
Alternate Minister for justice, transparency and human rights to improve the protection
mechanism for whistleblowers. Also, the revised national anti-corruption action plan for
2018-2021 includes the legislative initiative to establish an effective protection mechanism (to
be implemented by June 2019).

Spain reported that it established (in mid-2017) a confidential channel for complaints which
is centralised at the AFCOS, and through which any person aware of facts that may constitute
fraud or irregularities in relation to projects or operations fully or partially funded by EU
funds can report these to the administration so that the competent authorities can take the
necessary measures to investigate or verify the information and if applicable, require
responsibility to be taken as appropriate in each case. Spain reported about the developments
in this reporting channel during 2018 such as the adoption of this practice by Managing
Authorities. AFCOS made presentations to Managing Authorities and Intermediate bodies as
well as antifraud seminars on this channel. As a result, the number of allegations received
through this channel has increased during 2018. Also, there is a legislative proposal currently
discussed in Parliament, on the protection of whistleblowers. A number of autonomous
communities have adopted laws to protect whistleblowers at regional level, covering
measures similar to the ones included in the legislative proposal at national level.

France replied indicating the insertion of a new line of reporting concerning conflicts of
interest with a question: Has a conflict of interests been detected? This question precedes the
question relating to cases of suspected fraud as a category of irregularity.

Croatia: The Ministry of Regional development and EU funds reported that the common
national rules contains a procedure for submitting reports on suspicion on irregularity and
fraud and consists protection measures for whistleblowers in line with national protection
rules. The rules apply to employees, persons not employees of the management and control
systems and grant beneficiaries, as well as representatives of the public concerned. The
Ministry of Justice reported that a whistleblowers law was adopted on 8 February 2019, to be
entered into force on 1 July 2019. The law foresees 3 channels of reporting (internal, external
and exceptionally public disclosure). Croatia reported on the role of the Ombudsman in
dealing with external reporting and, among other things, for providing legal information to
whistleblowers, protecting confidentiality and providing reports on the protection of
whistleblowers to the public. Also, Croatia reported that provisional measures are prescribed
aiming to protect whistleblowers from retaliation during court proceedings. The law
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prescribes sanctions for breaching rights of whistleblowers and also sanction for the
protection against malicious reporting. The Agency for payments in agriculture, fisheries and
rural development reported that irregularities can be reported to the paying agency
anonymously. The applicant's personal data is protected.

Italy reported that pursuant to Italian legislation, the Ministry of Education, under which the
Managing Authority operates, has implemented a comprehensive whistleblowing protection
system. The MA itself routinely receives reports from whistleblowers, which are always
investigated, while ensuring that the identity of the whistleblower is not disclosed.

Latvia reported that the whistleblowing law was adopted by parliament in final reading on 11
October 2018 and will enter into force on 1 May 2019. Latvia reported about various legal
tools used towards channels of reporting of conflict of interests, corruption and other offences
and the protection of whistleblowers and anonymity reports. The Competition council
endorsed a leniency program that provides the possibility to get full immunity from fines to
first applicant and significant reduction to next undertakings that admit violation and submit
additional evidence.

Luxembourg reported that their managing authority in charge of FEADER & FEAGA
already implemented a whistleblower procedure in 2015 and since then, this authority has not
changed anything.

Hungary reported that citizens' complaints are of great assistance in the investigation of cases
and identification of irregularities. The website http://www.anti-lop.hu/ provides a forum for

making these complaints. Citizens can signal fraud there anonymously and have their identity
as whistleblowers respected and protected.

Although the Netherlands have responded with a negative answer to the recommendation on
whistleblowers, they already have a ‘House of Whistleblowers’ in place and there is not any
new initiative in place to further strengthening it.

Malta reported and gave details on its computerised system for reporting irregularities. They
reported that the protection of whistleblower act was already implemented in Malta in 2013
and this act provides for procedures in terms of which employees in both the private and
public sector may disclose information regarding improper practices by their employees or
other employees and be protected from detrimental actions.

Austria reported that there is full implementation of the recommendation in the framework of
risk based paying agency control procedures.

Poland reported that the competent institutions are creating tools for information on fraud
or/and irregularities to be submitted electronically, using forms or mailboxes. Information
which whistleblowers give in good faith is of particular importance, however, the degree of
willingness with which they share knowledge still depends on the quality of the arrangements
in place and how they ensure no repercussions for whistleblowers will be there. This was
illustrated with examples from two institutions in Poland, and their reporting mechanisms
procedures. Also, Poland reported that works on a draft law on transparency in public life
including whistleblower protection is in draft phase, along with the initiative on a citizens
draft act on the protection of whistleblowers.
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Portugal highlighted that IFAP continuously monitors tip-offs it receives (relating to
irregularities that may have been committed or attempted in its area of activity) and has put
procedures in place to assess and deal with such incidents. This is particularly important when
establishing the (risk based) sample for on the spot checks on applications and activities
receiving financial support.

Romania: the Ministry of European Funds reported that at national level, protection of
whistleblowers is regulated through law 571/2004. At the level of the Ministry of EU funds,
the system procedure concerning the protection of whistleblowers is under internal
endorsement. The Operational Programme for Fisheries and Maritime Affairs reported that it
was not the case up to the present, but in the procedure related to the control unit, such a
reporting tool is included.

Slovenia: the office for development and EU cohesion policy referred to the Integrity and
Prevention of Corruption Act on applicants/reporters of potential irregularities in the field of
corruption. The Agency for Agricultural Markets and Rural Development reported that they
encourage the employees to report any irregularities. A mailbox has been put in the hallway
for employees to anonymously report irregularity or other infringements. The applicants or
other parties can choose a contact in the Agency's website and report irregularities via email.

Slovakia: In 2018, the Government's Office endorsed an updated law on the protection of
whistleblowers that includes the EU and OECD recommendations on the improvement of the
protection of whistleblowers and the latest proposal for a directive of the EU Parliament and
the Council on the protection of persons reporting on breaches of Union law. This law was
adopted by the Slovak Parliament in January 2019 and is expected to come into force in
March 2019. The Public Procurement Office, the Ministry of Agriculture and Rural
Development and the Ministry of Labour, Social Affairs and Family partly implemented this
recommendation. The Ministry of Transport and construction follows the regulations
prescribed by law on the protection of whistleblowers and has a register of reporting potential
irregularities. The Ministry of Culture amended its staff regulations to introduce procedures
for reporting fraud, corruption or serious irregularity and the protection of staff from negative
consequences.

Finland: the Managing Authority of ERDF and ESF is on the stage of finalising decisions
about a system of whistleblowing. The process of dealing with the information from the
system is going to be established. A clear guidance has been published by the EMFF
programme on how to report suspected fraud. Also with the agriculture funds, the reporting
methods have been highlighted during training sessions.

Sweden: several authorities have a whistleblower function in place and policies to strengthen
the protection of whistleblowers.

United Kingdom: the fraud referral process within MHCLG European Directorate has been
established and is functioning effectively. A team of trained Counter Fraud Designated
Officer are the first point of contact. The Growth Delivery Teams are aware of the CFDOs
rules and assurance of confidentiality of whistleblowing from staff members. Policy and
guidance has been strengthened with the development of the new Counter Fraud and Conflict
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of Interest Policy. Good links with Governmental internal audit authority and their
investigation team are being utilised to pursue suspected fraud cases.
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1.2.4. COOPERATION BETWEEN JUDICIAL AND ADMINISTRATIVE AUTHORITIES

This recommendation invited Member States to share information with regard to the
promotion of systematic and timely cooperation between judicial and administrative
authorities. Fifteen Member States replied having fully implemented the recommendation*!
whereas eight replied partial implementation*?. Three Member States gave a negative reply to
this question.* Two did not indicate any information.**

The following Member States provided details for their reply (in summary):

Bulgaria: All managing authorities enjoy good working relations with law enforcement
agencies. Also, they regularly provide the judicial authorities with information concerning
appeals against administrative decisions establishing irregularities or refusing payments and
monitor the case law of Bulgarian courts. All managing authorities are actively involved in
the work of the AFCOS Council together with the Prosecution’s Office, based on the
Agreement for interaction and cooperation. The Action plan of the National strategy for
preventing and combating irregularities and fraud (2014-2020) adopted by the AFCOS
Council, includes enhanced cooperation at national level between the administrative and
judicial authorities in charge of combating irregularities and fraud in the implementation of
operational programmes financed by ESIF. The Executive Agency for the Audit of EU funds
provides prosecutions services with systematic and prompt cooperation. In 2018, it submitted
6 final reports containing suspicions of fraud. Also, the Executive Agency 'Certification audit
of European agricultural funds' submitted 3 final audit reports containing suspicions of fraud.
Bulgaria provided very detailed information about the good cooperation between AFCOS
Directorate and AFCOS Council with Prosecution's Office.

Czech Republic: Cooperation between the courts and the public prosecutor's office is ensured
through MS2014+ where all irregularities involving more than 10 000 euro of the EU share
are reported. All irregularities reported in an external report are subsequently entered in IMS
which is accessible to the public prosecutor's office. This ensures early provision of
information on suspected crime related to the ESIF also to judicial authorities. In the event the
managing authorities detect infringement of public procurement rules, it cooperates with the
Office for the protection of competition.

Estonia: ESI Funds managing authority has been conducting legal training for Estonian court
judges to clarify the legal space of the structural funds. AFCOS Estonia has organised joint
regular training courses for the participants from judicial and administrative authorities since
2007.

Greece: Communications from the Supreme Court were sent to all prosecutors in Greece to
monitor cases of major financial crimes including fraud against the EU's financial interests

Bulgaria, Czech Republic, Ireland, Croatia, Cyprus , Latvia, Lithuania, Luxembourg, Hungary, Malta, Poland,
Portugal, Slovakia, Finland, Sweden

Germany, Estonia, Greece, Spain, Italy, Austria, Romania Slovenia

4 Denmark, the Netherlands and the United Kingdom

Belgium, France
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with the aim of establishing a monitoring procedure and setting up a reliable data archive
every four months.

Spain: The dispersion from the administrative side has been reduced, as AFCOS has tried to
centralise cooperation being the focal point for administrative authorities to coordinate their
activities with judicial authorities. Also, managing authorities include in their training for
intermediate bodies the duty to submit to the judicial authorities any irregularity which they
consider to be fraudulent. Highlighted the initiative to create the "Advisory Council for the
prevention and fight against fraud affecting the EU's financial interests" to be finalised in
2019. This organ aims to formalise the AFCOS network and will be of crucial importance for
promoting a systematic cooperation between the administrative and judicial authorities.

Croatia: the Ministry of Regional Development and EU funds: Managing Authorities
cooperation with all national bodies in the fight against irregularities and fraud. Agency for
Payments in Agriculture, Fisheries and Rural Development: provides relevant information to
judicial authorities upon their requests in duly matter gives their statements upon requests of
the State Attorney's Office, on the civil actions of beneficiaries against the Republic or paying
agency and maintains good cooperation with State Attorney's Office. The Legal Service in the
paying agency monitors and participates in the civil and/or administrative proceedings on
relevant courts which results in claims against the Republic or the paying agency being
rejected or dismissed.

Italy: The cooperation between administrative authorities is mandated by Italian law. Italy
noted that Italian judicial authorities are independent from the Civil Service; moreover,
proceedings will often be classified.

Cyprus: Enhanced cooperation between judicial and administrative authorities exists in cases
of detected irregularities which may result to a suspicion of fraud or established fraud. Any
other type is handled within administrative authorities. The Legal department of the
Government (particularly MOKAS) is involved in the AFCOS composition.

Latvia consistently organises seminars and working parties for institutions involved in
administration of EU financial interests and investigative bodies (gave examples in 2018).
Also, referred to the competition council enhanced cooperation with other judicial and
administrative authorities during enforcement and cartel investigation activities.

Lithuania: Law amended to provide access for tax authorities to anti-money laundering
information.

Luxembourg: systematic cooperation and in conformity with the legal and regulatory
framework. AFCOS, despite not having any investigative power, furthers such cooperation
amongst national authorities and between national authorities and OLAF.

Hungary: training provided by the Prime Minister's Office on the relevance of competition
policy and regularity of public procurement when implementing EU funds.

Malta: the judiciary gradually enhances cooperation with other authorities as part of the remit
to combat fraud. The Funds and Programmes Division submits all irregularities detected to
the AFCOS (Malta) in computerised form. It continued to seek advice from the lawyers
within the Attorney General's Office on grey areas and to liaise with the Department of
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Contracts on procurement issues and with the VAT department on financial issues falling
within the remit of this department.

Poland described the cooperation in 2018 between the Paying Agency, the law enforcement
authorities and tax authorities. Poland added that the cooperation between judicial and
administrative authorities in cohesion policy is implemented under a cooperation agreement
between the national public prosecutor and the minister responsible for regional development.
Added 4 more agreements concluded in 2017-2018 between the head of the KAS and 4 other
authorities.

Portugal: the IFAP maintains strong links with the judicial authorities.

Romania: the Ministry of European Funds reported that cooperation with judicial and
administrative authorities 1s governed by national legislation and mainly consists in case by
case data communications. The MA for Fisheries and Maritime affairs fully implements and
rural investments financing agency indicated that the control and anti-fraud directorate
ensures a permanent collaboration with bodies that have attributions in investigating cases of
irregularities and suspicions of fraud.

Slovenia replied that there is an institutional cooperation between MA and the Attorney
General in the field of exchange of information and cooperation when the lawsuit is lodged, in
interpretation of European cohesion policy. The list of open cases before the courts is
actualised each year. The link between judicial and administrative authorities has to be
strengthened in the future, to have a seminar for court employees to comprehend the logic of
European cohesion policy.

Slovakia provided very detailed replies. Firstly, the function of the Central Contact Point for
OLAF to coordinate legislative, administrative and operative activities, to closely cooperate
with the Slovak bodies and institutions engaged in the system of such protection — AFCOS
network. Several governmental authorities provided information on how and by what means
they cooperate with judicial authorities and law enforcement. It is worth noting that the
Ministry of Finance Certifying Authority perceived as insufficient the cooperation among the
managing authorities and police bodies in exchange of information about ongoing criminal
investigations in EU funded projects.

Finland: Both the Managing Authority of the ERDF and the ESF and the intermediate bodies
are all public authorities obliged by legislation. The administrative and criminal legislations
concern public servants. The exchange of information and contacts between the authorities of
the agriculture funds and the judicial authorities has increased as this has been highlighted
during the training.

Sweden replied that the eight managing authorities (some administrative some judicial) have
regular networking meetings several times a year. They meet to discuss OLAF reporting, take
part in COCOLAF meetings and are also part of the SEFI Council headed by the Swedish
Economic Crime Agency.
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