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- Presentation

Delegations will find attached the presentation by the European Court of Auditors on its Special
Report No 14/2022: The Commission’s response to fraud in the Common Agricultural Policy: Time
to dig deeper, which will be presented at the Working Party on Financial Agricultural Questions on
the 21 September 2022.
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Our audit approach

» Audit question: whether the Commission properly identified
and responded to fraud risks in the CAP

> We obtained evidence from:

* DG AGRI, OLAF (not EPPOQ, as they had just started
operations)

* 3 Member States (France, Italy, Slovakia)

» Programming periods covered 2007-2013 and 2014-2020

» We build on our Annual Report results
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Financial impact according to the Commission

Fraud detection rate by CAP component (2016-2020)

Total CAP payments

Reported fraudulent
amaunts for the
whole EU expenditure

0.09 % 0.01% 0.68 % 0.19%

CAP asawhole Direct payments Market measures Rural development

Source: 2020 PIF report - Statistical evaluation (Part 1).

NOT a direct indicator of the
level of fraud:

- These are detected cases

- Qur previous special reports
found weaknessesin the data
reported by the Member
States
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How we deal with suspicions of fraud

» Our Annual Statement of Assurance:
* shows a decrease in the level of error from 2,4% in 2018 to 2,0% in 2020
« detects irregularities, some with indications of fraud.

» We report to OLAF suspected fraud cases that meet their criteria for
opening investigations (i.e.amount, no other action ongoing):

* in 2018-2020we reported on average 4 cases per year from around 200
transactions audited.

» We are vigilant to fraud risks, but do not have an investigative role and
cannot establish whether fraud has occurred or not.
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Fraud risks and the complexity of rules and projects

Simplified rules High Complexity of rules

LOWER FRAUD RISK HIGHER FRAUD RISK

Entitlement-based Reimbursement-based

payments pavments

In the case of entitlement-based In the case of reimbursement-based

payments (e.g. direct payments), payments (e.g. some rural

beneficiaries receive payment if they development and market measures)

meet certain conditions. beneficiaries have to submit claims

Such payments are subject to less for eligible costs incurred.

complex rules. They must follow complex rules.
Source: ECA.

Some examples:
* False SMEs: failing to disclose their links with other companies

» Simulation of activities and falsification of documents
* Promotional actions outside the EU are challenging to check
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The issue of illegal ‘land grabbing’

IACS-LPIS

Double Claim

FRAUDSTER Private land with -
Non agricultural land 5 unclear ownership ¢
o -
L g
IACS-LPIS makes it difficult | Fraudsters seek to The absence of an active
to overstate the area via acquire or occupy owner claiming the land
double claims or claiming agricultural land illicitly facilitates the ‘grabbing’ by
non agricultural land. and claim support. fraudsters.
PROTECTION AGAINST FRAUD LOWER FRAUD RISK HIGHER FRAUD RISK
Source: ECA.

» Difficult to overstate the eligible area, so fraudsters may:

» acquireagricultural landillicitly, often publicly owned land or private land with unclear
ownership;

» target(poor) pasture land and pretend to have an agricultural activity.

» Paying agencies can play a role: red flags, cooperation with law enforcement authorities.
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The Commission’s assessment of fraud risks

» Latest CAP fraud risk analysisin 2016. DG AGRI plans a new fraud risk
analysis before the new CAP entersinto force in January 2023.

» Found that rural developmentinvestment measuresand certain market
measuresare most at risk.

» DG AGRI did not complementits fraud risk assessmentto cover’land
grabbing.

» It provided guidance on checks on the notion of ‘land at the farmer’s
disposal’in June 2021 (after ECJ judgement).

" . EURDPEAN
COURT
OF AUDITORS
~ -




e ABuswe [ed Mamm

Commiission’s guidance and checks to address the risk
of fraud

» The majority of paying agencies appreciated the guidance provided by
the Commission,though some indicated a need for more practical advice.

» In 2016, the Commission provided certification bodies with guidelines on
the accreditation criteria, but not on checks to be carried out on anti-
fraud measures.

» DG AGRI carries out compliance and accreditation checks on paying
agencies, which may cover anti-fraud measures:

* Following allegationsin 2016, DG AGRI/OLAF and national authorities
carried out in-depth checksin Slovakia, leading to a suspension of
payments and probation of the paying agency.
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New technologies are not sufficiently exploited

B

» 'Checks-by-monitoring':
* Atend 2021, 3 years after start-up, ‘checks-by-monitoring'covered
13.1% of the total area receiving direct payments.

» Arachne:

* Launchedin 2013, originally for Cohesion.A pilot on rural development
projectsin 2019.

» 7 outof 76 paying agencies have uploaded data and use the tool to
some extent.

» Artificial intelligence and big data

* Member States face challenges: legal requirements on data protection,
lack of expertise, cost.

(e RATG, '
Vg EWRCPEAN
uuuuu
OF AUDITORS




e ABuewe |ed: mmm

Overall conclusion

The Commission has responded to instances of fraud in CAP
spending, but was not sufficiently proactivein:

» addressing the impact of the risk of illegal land grabbing on CAP
payments,

» monitoring Member States’antifraud measures,

» exploiting the potential of new technologies.
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Recommendations

Recommendation 1: Gain and share a deeperinsight of fraud risks and
measures:

 Clarify the role of certification bodies
» Review paying agencies'checks on land at lawful disposal
* Update its assessmentof fraud risks and anti-fraud measures

Recommendation 2: Promote the use of new technologiesin preventing

and detecting fraud:
e Checks-by-monitoring/ Area monitoring system
* Fraud-detection tools, such as Arachne
* Artificial intelligence and machine learning
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THANKYOU

for your attention!

Find out more
about the products and activities
of the ECA:
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o
ecCa.europa.eu
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ECA-InstitutionalRelations@eca.europa.eu
B
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&
@EUauditors

EUROPEAN COURT OF AUDITORS

12, rue Alcide De Gasperi
1615 Luxembourg
LUXEMBOURG

EUROPEAN COURT
OF AUDITORS
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