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INTRODUCTION

1. INTRODUCTION
1.1. Scope of the document

This document! presents a statistical evaluation of the irregularities and fraud detected by the
Member States during 2020, in the context of past years and relevant programming periods
(PP). It covers both the revenue and expenditure sides of the EU budget. This analysis is
based on the notifications provided by national authorities of cases of irregularities and
suspected or established fraud. Their reporting is performed in fulfilment of a legal obligation
enshrined in sectoral European legislation. The document accompanies the Annual Report
adopted on the basis of article 325(5) of the Treaty on the Functioning of the European Union
(TFEU), according to which “The Commission, in cooperation with Member States, shall
each year submit to the European Parliament and to the Council a report on the measures
taken for the implementation of this article”. Therefore, this document should be regarded as
an analysis of the achievements of the Member States, in terms of detection and reporting.

The methodology (including the definition of terms and indicators), the data sources and the
data capture systems are explained in detail in the Commission Staff Working Document —
Methodology for the Statistical Evaluation of Irregularities accompanying the Annual Report
on the Protection of the EU financial interests for the year 20152,

1.2. Structure of the document

The present document is divided in two parts. The first part includes an analysis of the
irregularities reported in the area of traditional own resources (revenue), as well as an
analysis of the irregularities reported for expenditure for the Common Agricultural Policy.

The second part is composed of three sections dedicated to irregularities reported in the area
of expenditure (i) for the cohesion policy, fisheries and other internal policies; (ii) for the pre-
accession policy and (iii) under direct management.

The document is completed by 27 country factsheets, which summarise, for each Member
State, the main indicators and information on the detection of irregularities and fraud.

Several annexes complement the information and data, providing a global overview of the
irregularities reported according to the relevant sector regulations. Annexes 1 to 11 concern
Traditional Own Resources, Annexes 12 and 13 complement information on the methodology
for the analysis of irregularities concerning expenditure, Annex 14 covers all the expenditure
sectors for which Member States and beneficiary countries have a reporting obligation.

! This document does not represent an official position of the Commission.

2 SWD(2016)237final
http://ec.europa.eu/anti-fraud/sites/antifraud/files/methodology _statistical evaluation 2015 en.pdf
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TRADITIONAL OWN RESOURCES

2. TRADITIONAL OWN RESOURCES

EXECUTIVE SUMMARY

A year like no other before, 2020 was marked by the COVID-19 pandemic which had
important economic and social impact. Although some Member States resisted better than
others, all were strongly affected.

In 2020, the import volume of the EU27 decreased by 11.6% compared to the previous year.
Nevertheless, the overall detection of fraudulent and non-fraudulent irregularities in
traditional own resources (TOR) remained at a level similar to a normal reporting year.
Indeed, during the period 2016-2020, around one fifth of the total number of fraudulent and
non-fraudulent irregularities and of the related amounts were reported in 2020.

The decrease in import volume and a significant shift toward e-commerce caused by the
pandemic have led not only to changes in the number of customs declarations to be cleared
but also to a shift in customs workload and work patterns. The reaction of the national
authorities to those challenges and the speed with which the customs authorities were able to
adapt to new circumstances are only partially comparable, as the rules of lockdowns have
been changing greatly over the year among the Member States and within specific regions in
some Member States.

The different degree and length of the confinement measures as well as country-specific
challenges influenced the possibilities of Member States to adapt to the changing reality.

However, some Member States were able to resist better and were more flexible in adjusting
their customs control activities. As a result, in 2020 several Member States reported the
highest TOR amount detected in cases of fraudulent and non-fraudulent irregularities during
the period 2016-2020.

Nevertheless, the overall TOR amount reported in 2020 for cases of fraudulent and non-
fraudulent irregularities decreased by 2% in comparison with 2019 and by 5% in comparison
with the five-year average.

National anti-fraud services played a key role in detecting fraud in 2020. Inspections by anti-
fraud services was the most successful method of detecting fraud and surpassed post-release
controls and release controls in detecting fraudulent duty evasion.

Non-fraudulent irregularities were primarily detected by means of post-release controls. Tax
audit gained importance as a detection method in 2020 in monetary terms as significant
amounts were discovered during such controls.

Most cases reported in 2020 as fraudulent relate to undervaluation, incorrect
classification/misdescription of goods or smuggling. Footwear, textiles, vehicles, electrical
machinery and equipment were the types of goods most affected by fraud and irregularities in
number of cases and in monetary terms. China remained also in 2020 the most important
country of origin of goods affected by fraudulent and non-fraudulent irregularities.

For COVID-19 related goods such as protective garments, a slight increase in the amounts
reported as irregular was observed in 2020. However, analysis shows that the impact of
irregularities affecting COVID-19 related goods is typically low and remained relatively low
in 2020 (6% of the total number of irregularities reported in 2020 and 3% of the related
amounts).
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In summary, Member States made a significant contribution to the EU’s pandemic response
in 2020. Customs authorities adjusted their customs controls strategies; anti-fraud services in
several Member States generated new impulses and effectively countered fraud in the context
of the COVID-19 crisis. This maintained the overall protection of the EU’s financial interests
in 2020 at a level similar to previous years, while ensuring smooth and unhampered trade
flows for EU citizens and businesses.
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2.1. Introduction

The technical explanations and the statistical approach are explained in the accompanying
document 'Methodology regarding the statistical evaluation of reported irregularities for
2015°. In summary, the following statistics are prepared based on the total established and
estimated amount of traditional own resources (TOR) as reported in OWNRES*. Figures on
recovery are based only on established amounts.

To make it easier to compare results with previous years, the analysis for 2020 is based on the
figures obtained for the EU of 27 Member States plus the UK.

The following analysis is based on the data available on the cut-off date (15 March 2021).
This analysis aims to provide an overview of the cases of fraud and irregularities reported for
2020 together with their financial impact.

2.2. General analysis — Trend analysis
2.2.1. Reporting years 2016-2020

The number of cases reported via OWNRES for 2020 is 4 454. This is roughly 9% lower than
the average number of irregular cases reported each year for the 2016-2020 period (4 897).

The total estimated and established amount of TOR involved for 2020 is EUR 490 million.
This is roughly 5% lower than the average estimated and established amount for each year in
2016-2020 (EUR 516 million).

In 2020, five large® cases with a combined amount of about EUR 67 million 7 were reported.
These five cases had a significant effect on the total estimated and established amount. In
2019, there were only three large cases with a combined amount of about EUR 70 million
that affected the total estimated and established amount. Cyprus and Luxembourg did not
communicate any case exceeding EUR 10 000.

CHART TOR1: Total number of OWNRES cases and the related estimated and established amount (2016-2020)
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3 In September 2019, the reporting rules were clarified and updated.

4 OWNRES is the abbreviation for ‘Own Resources’. The OWNRES application is used by Member States to report
fraudulent and non-fraudulent cases involving amount of TOR of more than EUR 10 000.

> The UK left the EU on 31 January 2020 and is no longer a member of the EU. However, the UK was still part
of the internal market and customs union until 31 December 2020 as agreed in the UK-EU Withdrawal
Agreement.

6 Cases with a TOR amount exceeding EUR 10 million.
" BE (1 case — EUR 15 million), Germany (3 cases — EUR 35 million) and FR (1 case — EUR 17 million).


https://www.instituteforgovernment.org.uk/explainers/brexit-deal-withdrawal-agreement
https://www.instituteforgovernment.org.uk/explainers/brexit-deal-withdrawal-agreement
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Annex 1 of the summary tables shows the situation on the cut-off date (15 March 2021) for
the years 2016-2020.

2.2.1.1. Irregularities reported as fraudulent

The number of cases reported as fraudulent registered in OWNRES for 2020 (451) is
currently 9% lower than the average number of cases reported each year for 2016-2020 (498).

The total estimated and established amount of TOR involved (EUR 108 million) in 2020 is
6% greater than the average estimated and established amount for each year in 2016-2020
(EUR 102 million).

For 2020, Czechia, Cyprus, Luxembourg, and Malta did not communicate any fraudulent
case exceeding EUR 10 000.

CHART TOR2: OWNRES cases reported as fraudulent and the related estimated and established amount (2016-
2020)
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On the cut-off date (15 March 2021), 10% of all cases detected in 2020 were classified as
fraudulent. This is slightly more than in 2019 (9 %).

Annex 2 of the summary tables shows the situation on the cut-off date for 2016-2020.
2.2.1.2. lrregularities reported as non-fraudulent
At the same time, the number of cases reported as non-fraudulent communicated via

OWNRES for 2020 (4 003) was 9% lower than the average number reported each year in
2016-2020 (4 399).

The total estimated and established amount of TOR (EUR 382 million) was 8% lower than
the average estimated and established amount for each year in 2016-2020 (EUR 414 million).

Bulgaria, Cyprus and Luxembourg did not report any case of irregularity exceeding EUR
10 000 for 2020.
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CHART TOR3: OWNRES cases reported as non-fraudulent and the related estimated and established amount
(2016-2020)
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Annex 3 of the summary tables shows the situation on the cut-off date for 2016-2020.
2.2.2. OWNRES data vs TOR collection

In 2020, the total established amount of TOR (gross) was EUR 25 billion. Roughly 99% of
this was duly recovered and made available to the Commission via the A-account. According
to the OWNRES data, around EUR 490 million has been established or estimated by the
Member States in connection with cases reported as irregular (fraudulent/non-fraudulent)
where the amount at stake exceeds EUR 10 000.

The total estimated and established amount reported in OWNRES represents 1.97% of the
total collected TOR (gross) amount in 20208, This so-called detection rate has increased
compared with 2019 when it was 1.79%°. A percentage of 1.97 % indicates that, out of every
EUR 100 of TOR (gross) established and collected, EUR 1.97 is registered as irregular
(fraudulent or non-fraudulent) in OWNRES. There are differences in this percentage among
the Member States. In 14 Member States'® and the UK, the percentage is above the average
of 1.97%. The highest percentage for 2020 can be seen in Hungary, Bulgaria, Lithuania and
Croatia with 7.82%, 5.52% 4.16% and 3.61% respectively.

Seven!! Member States and the UK established and made available most of the TOR
amounts. For these seven Member States and the UK, the estimated and established
OWNRES amounts was 1.94% of the established TOR for 2020. In comparison with the
previous year (1.88%), this represents an increase of 0.06 percentage points. For the
Netherlands, estimated and established OWNRES amounts as a percentage of established
TOR decreased from 2.87% in 2019 to 0.79% in 2020. For Italy and the UK, it fell by 0.24
percentage points and 0.08 percentage points respectively. For the other five Member
States'?, the estimated and established OWNRES amounts as a percentage of established
TOR increased from 1.74% in 2019 to 2.53in 2020.

8See Annex 4.
° On the cut-off date for the 2019 PIF report.

10 Belgium, Bulgaria, Germany, Estonia, Greece, Spain, France, Croatia, Latvia, Lithuania, Hungary, Slovenia,
Finland and Sweden.

11 Belgium, Germany, Spain, France, Italy, the Netherlands and Poland.
12 Belgium, Germany, Spain, France and Poland.
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TOR MAP1: Showing the percentage of estimated and established amount in OWNRES of established TOR for 2020

2.2.2.1. Detection rates in the COVID-19 year of 2020

A vyear like no other before, 2020 was marked by the COVID-19 pandemic and a related sharp
decrease in import flows. Trade within the EU of 273 Member States was hit hard. Imports fell
significantly compared with 2019 (down 11.6%)*. The decrease in import volume and a
significant shift towards e-commerce caused by the pandemic led to changes in the number of
customs declarations to be cleared. It also led to a shift in customs workload and work patterns.
The reaction of the national authorities to these challenges, and the speed with which the customs
authorities were able to adapt to new circumstances, are only partially comparable. This is
because the differences in lockdown rules between the Member States - and sometimes due to
differences within specific regions of the same Member State.

Based on the overall figures, it seems however that the variation of the total number of cases
reported as fraudulent or non-fraudulent and of the related amounts is rather within the usual
range of the annual fluctuation® and, thus, not especially effected by the pandemic. However, the
burden of the pandemic has hit Member States with different intensity.

Chart TOR4 shows the variation in the annual detection rate!® by Member State in 2016-
2020. It underlines that not all Member State customs authorities suffered in the same way

13 The UK left the EU on 31 January 2020 and is no longer a member of the EU. However, the UK was still part
of the internal market until 31 December 2020 as agreed in the UK-EU Withdrawal Agreement.

14 Source: EUROSTAT, EU trade in goods strongly impacted by the COVID-19 pandemic in 2020,
https://ec.europa.eu/eurostat/product?code=DDN-20210325-1

15 Taking into account that new reporting rules for fraudulent and non-fraudulent cases detected during post-
clearance were introduced in September 2019. A potential effect of this is that post-clearance detections are no
longer artificially split based on the CN headings.

16 Total established and estimated amount in OWNRES as a percentage of total gross TOR collected. Data as on
the cut-off date of 15.3.2021.
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https://www.instituteforgovernment.org.uk/explainers/brexit-deal-withdrawal-agreement
https://ec.europa.eu/eurostat/en/web/products-eurostat-news/-/ddn-20210325-1
https://ec.europa.eu/eurostat/en/web/products-eurostat-news/-/ddn-20210325-1
https://ec.europa.eu/eurostat/product?code=DDN-20210325-1
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from the COVID-19 pandemic. The 2020 detection rates'’ in Belgium, Bulgaria, Germany,
Croatia, Hungary, Poland, Slovenia and Sweden were higher than these countries had
achieved in previous 4 years. However, the detection rates in Italy, the Netherlands, Austria,
Portugal and Slovakia were lower than they had achieved in any of the previous 4 years®®,

Chart TOR4: Detection rates 2016-2020 by Member State and the UK

2.2.3. Recovery

The fraud and irregularity cases detected in 2020 were for an established amount of EUR 461
million®®. Nearly EUR 296 million of this was recovered in cases where an irregularity was at
stake, and EUR 32 million was recovered in fraudulent cases?. In total, EUR 328 million was
recovered by all Member States for all cases detected in 2020. In absolute terms, Germany
recovered the most in 2020 (EUR 144 million) followed by the UK (EUR 50 million) and
Spain (EUR 35 million). The recovered amounts point out to fruitful recovery procedures in
2020 by Member States. Analysis shows that lengthy recovery procedures spread over
several years are usually required due to administrative and judicial procedures in complex
cases or cases with a large financial impact.

In addition, Member States continued their recovery actions for detected cases from previous
years.

2.2.3.1. Recovery rates

Over the past 5 years, the annual recovery rate has varied between 52% and 71% (see
CHART TORS5). The recovery rate for cases reported in 2020 is currently 71%2%%. In other
words, out of every EUR 10 000 of duties established and reported for 2020 in OWNRES as
irregular/fraudulent, approximately EUR 7 100 has already been paid.

17 Larger individual cases detected in a specific year may affect annual rates significantly. The detection rates
can also be affected by the way a Member State’s customs control strategy is set up to: (i) target risky imports
and (ii) detect TOR-related fraud and irregularities.

18 No conclusion can be made for Cyprus, Luxembourg and Malta due to very few cases reported in 2016-2020.
19 See Annex 5. The estimated amounts are excluded.

205ee Annex 10.

21 See Annex 5.
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CHART TORS5: Annual recovery rates (2016-2020)
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The overall recovery rate is a correlation between the detection rate, the established amount,
and the current recovery stage of individual cases (large, additional-duty claims are more
frequently associated with long-lasting administrative and criminal procedures).

Recovery rates vary among the Member States. In 4 Member States, the entire established
amount has already been recovered??, and in another 6 Member States, the recovery rates are
above 90% (Denmark at 95%, Croatia at 94%, Germany at 93%, Sweden at 92%, Spain at
91% and Lithuania at 91%). Differences in recovery results may arise from factors such as
the type of fraud or irregularity, or the type of debtor involved. Because recovery is ongoing,
it can be expected that the recovery rate for 2020 will also increase in the future.

On the cut-off date (15 March 2021), the overall recovery rate for 1989-2020 was 64%.
2.3. Specific analysis

2.3.1.  Irregularities reported as fraudulent
2.3.1.1. Categories of irregularities

A breakdown by types of fraud reveals that most fraudulent cases in 2020 were for incorrect
declarations (incorrect classification, value, country of origin or use of preferential
arrangements) and formal shortcomings (e.g. failure to comply with the customs procedures).
Smuggling was the second most common fraud mechanism in 2020.

In 2020, the customs procedure ‘release for free circulation’ remained the procedure most
vulnerable to fraud (accounting for 74% of cases and 85% of the estimated and established
amount)®. The category ‘other’ accounted for 12% of all cases reported as fraudulent and 6%
of all estimated and established amounts in OWNRES registered as fraudulent for 2020.%*
The customs warehouse procedure was involved in 11% of all cases reported as fraudulent
and 4% of all estimated and established amounts in OWNRES cases registered as fraudulent
for 2020.

Of all cases reported as fraudulent, about 80% concerned goods such as: tobacco; textiles and
footwear; vehicles; electrical machinery and equipment; sugar; and articles of iron, steel and
aluminium. In monetary terms, those groups of goods accounted for about 80% of all
amounts estimated and established for cases reported as fraudulent. China, Thailand, Belarus,

22 Estonia, Malta, Portugal and Slovakia.
23 See Annexes 6 and 7.

24 The category ‘Other’ combines, among others, the following procedures or treatments: (i) processing under
customs control; (ii) temporary admission; (iii) outward processing and standard exchange system; (iv)
exportation; (v) free zone or free warehousing; (vi) re-exportation; (vii) destruction; and (vii) abandonment to
the exchequer.

13
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the United States, Bangladesh and Uruguay are the largest - in monetary terms - reported
countries of origin of goods affected by fraud.

2.3.1.2. Method of detection of fraudulent irregularities

In 2020%, inspections by anti-fraud services was the most successful method of detecting
fraudulent cases. These inspections uncovered 50% of the fraudulent cases. The next most
successful methods were post-release controls (which uncovered 22% of fraudulent cases)
and customs controls carried out at the time of releasing of goods (which uncovered 22% of
all fraudulent cases).

CHART TORG6: Method of detection 2020 — Cases reported as fraudulent — by number of cases
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In monetary terms, of the EUR 108 million estimated or established in fraudulent cases
registered for 2020, around 75% was discovered during an inspection by anti-fraud services,
11% was discovered during a post-release control, and 9% during a control at the time of
release of the goods.

CHART TOR7: Method of detection 2020 — Cases reported as fraudulent — by estimated and established amount
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In nine Member States, more than 50% of all estimated and established amounts in fraudulent
cases were detected by anti-fraud services?®. Controls at the time of release of goods were the
most significant method (in that these controls detected the largest amounts) for detecting
fraudulent instances in Denmark, Estonia, Greece, Croatia, Latvia, Slovakia, Finland and the

% See Annexes 8 and 9.
% Belgium, Germany, Ireland, France, Italy, Lithuania, Portugal, Romania and Slovenia.

14
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United Kingdom. Post-release controls were the most significant method (in that these
controls detected the largest amounts) in Bulgaria, Hungary, the Netherlands and Sweden.

In Spain, 76% of all estimated and established amounts in fraudulent cases were detected by a
tax audit. In Austria, 86% of all estimated and established amounts in fraudulent cases were
detected during an audit of the accounts. In Poland, all types of controls were used but no
single type was predominant in monetary terms.

2.3.1.3. Smuggled cigarettes

In 2020, 124 cases of smuggled cigarettes were registered (CN code?’ 24 02 20 90) involving
an estimated TOR of around EUR 21 million. In 2019, 132 cases of smuggled cigarettes were
registered, totalling around EUR 14 million.

The greatest number of cases was reported by Lithuania (39), Belgium (15), Greece (13) and
Latvia (11). The largest amount was reported by Belgium (EUR 10 million). No cases were
reported by 15 Member States?®,

Table TOR1: Cases of smuggled cigarettes in 2020

TOR: Cases of smuggled cigarettes in 2020

u
estimated amount
N |  BR |
BE 15 10 158 237
DE 172 051
EE 6 1032 346
IE 287 600
= 13 1920 396
FR 13 938723
HR 5 746 587
LV 11 758 903
LT 39 4 208 176
PL 9 401 662
RO 4 112 326
Fl 3 153 380
|| meows
UK 2 34 292

EU-27+UK m 20 924 678

2.3.1.4. Textiles

In monetary terms, textiles were the goods most vulnerable to fraudulent irregularities in
2020. In total, 67 cases were reported, amounting to EUR 27 million. Undervaluation was the
main type of irregularity. France, Bulgaria and Belgium were particularly affected by fraud,
and seven other Member States were only marginally affected. Most of the cases were
detected by anti-fraud services.

27 Combined nomenclature or CN —nomenclature of the common customs tariff.

28 Bulgaria, Czechia, Denmark, Spain, Italy, Cyprus, Luxembourg, Hungary, Malta, the Netherlands, Austria,
Portugal, Slovenia, Slovakia and Sweden.
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2.3.1.5. Irregularities reported as fraudulent by amount

In 2020, the estimated and established amount was below EUR 100000 in 323 cases reported
as fraudulent (72% of all fraud cases), whereas it was above EUR 100000 in 128 cases
(28%).

The total estimated and established amount in cases reported as fraudulent, where the amount
at stake was above EUR 100000, amounted to EUR 97 million in 2020 (90% of the total
estimated and established amount for cases reported as fraudulent).

Table TOR2: Cases reported as fraudulent by amount category in 2020

Estimated and established

<100 000 | 323 10 427 852
= 100 000 ] 128 97434 117

2.3.2.  lrregularities reported as non-fraudulent
2.3.2.1. Categories of irregularities

A breakdown of irregularities by mechanism type reveals that most cases reported as non-
fraudulent relate to undervaluation. Incorrect use of preferential arrangements, incorrect
origin/country of dispatching, or incorrect classification are also frequently mentioned.

Not all customs procedures are equally susceptible to irregularities. The vulnerability of a
procedure may change over the course of time, as certain economic sectors become a target
for fraud or unintentional irregularities occur. The customs procedure ‘release for free
circulation’ is the customs procedure mostly affected by irregularities. This is because non-
compliance in the customs declaration at the time of release for free circulation may be due to
any one of many irregularities, e.g. to the tariff, CN code, (preferential) origin, incorrect
value, etc. However, in customs suspension regimes (where the payment of duties is
suspended, like in warehousing, transit, inward processing, etc.) the sole irregularity that can
occur is the removal of the goods from customs supervision. It is therefore normal, and
indeed to be expected, that most fraud and irregularities are reported in connection with the
procedure ‘release for free circulation’.

In 2020, most of the estimated and established amounts in OWNRES for cases reported as
non-fraudulent related to the customs procedure ‘release for free circulation’ (88%)2°. In all,
10% of all amounts estimated or established in cases reported as non-fraudulent in 2020
involved inward processing. Other customs procedures were only marginally involved in
cases reported as non-fraudulent in 2020.

Of all cases reported as non-fraudulent, about 67% concerned textiles; electrical machinery
and equipment; vehicles; plastics; footwear; mechanical machinery and appliances; articles of
iron and steel; preparation of foodstuffs; organic chemicals; and chemical products. In
monetary terms, those groups of goods accounted for about 80% of all amounts estimated or
established for cases reported as non-fraudulent. China, the United States, India, Taiwan
Japan, Russia, Turkey and Brazil are the most significant reported countries of origin of
goods affected by irregularities.

29 See Annexes 6 and 7.
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2.3.2.2. Method for detecting non-fraudulent irregularities

In 2020, most non-fraudulent cases (50%) were revealed during post-release customs
controls. Other detection methods for non-fraudulent cases that featured frequently were
voluntary admission (20% of detected non-fraudulent cases), release controls (17%), tax
audits (7%), and inspections by anti-fraud services (5%).>°

CHART TORS: Method of detection 2020 — Cases reported as non-fraudulent — by number of cases

Q,
1% = Release controls

' 17%
= Post-release controls

Inspections by anti-fraud
services

20%

7%

5% Tax audit
(+]

= Voluntary admission
50%

m  (Other

On the estimated or established amounts, around 43% of all irregularity cases registered for
2020 were discovered during a post-release control, 29% were discovered during a tax audit,
13% were uncovered due to voluntary admission, 9% were uncovered during a control at the
time of releasing the goods, and 6 % were found during an inspection by anti-fraud services.

CHART TOR9: Method of detection 2020 — Cases reported as non-fraudulent — by estimated and established
amounts
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In 12 Member States and the UK, more than 50% of the monetary amounts detected in all
non-fraudulent cases were detected by post-release controls®:. In Belgium, Portugal and
Finland, more than 50% of the monetary amounts detected in non-fraudulent cases were
detected by release controls. In Estonia, Ireland, Greece, Italy and Romania, more than 50%

30 See Annexes 8 and 9.

31 Czechia, Denmark, Croatia, Latvia, Lithuania, Hungary, Malta, the Netherlands, Austria, Poland, Slovakia
and Sweden.
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of the amounts in non-fraudulent cases were detected by anti-fraud services. In Germany,
63% of all amounts reported in non-fraudulent cases were found during a tax audit.

In 14 Member States®? and the UK, voluntary admission was referred to as a method of
detection for some cases reported as non-fraudulent. Significant amounts were reported by
the UK (EUR 25 million) and Germany (EUR 16 million) as having been detected by
voluntary admission.

2.3.2.3. Shoes are vulnerable to irregularities

In 2020, shoes were the category of goods most vulnerable to non-fraudulent irregularities in
monetary terms. About 25% (EUR 96 million) of the total amount that was established in
non-fraudulent irregularities concerned shoes. Out of a total of 17 Member States and the
UK, Germany reported the most cases of irregularities from shoes (99 cases totalling to EUR
87 million). Incorrect value was the prevailing type of irregularity. Tax audits were the type
of check that most frequently led to the discovery that licence fees had not been added to the
declared customs value.

2.3.2.4. Irregularities reported as non-fraudulent by amount

In 2020, the estimated and established amount was below EUR 100000 in 3483 non-
fraudulent cases (87% of all cases of irregularity), whereas it was above EUR 100000 in 520
cases (13%).

The total estimated and established amount in non-fraudulent cases where the amount at stake
was above EUR 100000 amounted to EUR 293 million (77% of the total estimated and
established amount for non-fraudulent cases).

Table TOR3: Cases reported as non-fraudulent by amount category in 2020

Estimated and established
An]ount‘ EUR an]ount’ El}R

<100 000 ] 3483 89 505 350
>=100 000 [ 520 292 546 705

2.3.3.  Fraudulent and non-fraudulent irregularities and goods related to COVID-19

In 2020, there was a sharp increase in trade in goods related to COVID-19%. Imports of
protective garments and oxygen equipment grew by 40% in 2020 compared to 2019. Imports
of diagnostic testing equipment and sterilisation products increased by almost 20% compared
to 2019. Imports of other medical goods, such as medical devices, rose by 5%.

However, analysis of these categories of goods®* over 2016-2020 shows that there were no
significant changes in irregularities reported for 2020 compared to previous years. The
impact of irregularities affecting goods needed to address the COVID-19 pandemic is

32 Belgium, Czechia, Denmark, Germany, Ireland, Spain, France, Italy, Latvia, the Netherlands, Austria,
Slovenia, Finland and Sweden.

3 Source: EUROSTAT, EU trade in goods strongly impacted by the COVID-19 pandemic in 2020,
https://ec.europa.eu/eurostat/product?code=DDN-20210325-1

34 Not all imports of COVID-19-related goods fall under the scope of Commission Decision (EU) 2020/491 of 3
April 2020.
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typically low and remained relatively low in 2020 (6% of irregularities reported in 2020 and
3% of the related amounts).

CHART TOR10: Cases related to COVID-19 goods reported as irregular and the related estimated and
established amount (2016-2020)
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In total, 270 cases amounting to EUR 16.6 million were reported by 17 Member States and
the UK. Germany and the UK reported the most cases and the largest related amounts. The
predominant types of irregularity were incorrect classification and incorrect value.

A slight increase in the amounts reported as irregular was observed in 2020, in particular for
such goods as protective garments (gloves, boot covers, overshoes etc.), monitors and other
medical equipment.

CHART TOR11: Cases related to COVID-19 goods reported as irregular and the related estimated and
established amount (2016-2020)
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2.4, Member States’ activities
2.4.1. Classification of irregularities as fraudulent and non-fraudulent and related rates

For 2020, Member States reported 451 cases as fraudulent out a total of 4 454 cases reported
via OWNRES. This indicates a fraud frequency level (FFL) of 10%. The differences between
Member States are relatively large. In 2020, 11 Member States categorised between 10-50%
of their national cases as fraudulent. However, Czechia, Cyprus, Luxembourg and Malta did
not categorise any of their national cases as fraudulent.®® Eight Member States and the UK

35 Cyprus and Luxembourg did not report any irregular case in 2020.
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categorised less than 10% of their national cases as fraudulent.®® Four Member States
registered more than 50%?3’ of their national cases as fraudulent.

In 2020, the total estimated and established amount affected by fraud in the EU was EUR 108
million, and the overall incidence of fraud® was 0.43%. For 2020, the highest percentages
can be seen in Bulgaria (5.52%), Lithuania (3.44%) and Croatia (2.59%).%

The total estimated and established amount affected by cases reported as non-fraudulent was
more than EUR 382 million. This indicates an irregularity incidence®® of 1.54%. The highest
percentages for irregularity incidence can be seen in Hungary (7.74%), Germany (3.05%),
Finland (2.21%), the UK (2.15%) and Spain (2.13%).%*

There are large differences between Member States’ classifications. These differences may
partly be the result of different Member-State classification practices. This can influence
comparisons of the amounts involved in cases reported as fraudulent and as non-fraudulent
by Member States. Moreover, larger individual cases detected in a specific year may affect
annual rates significantly. The rates can also be significantly influenced by factors such as:
the type of traffic; type of trade; the level of compliance by businesses; and the location of
the Member State. Bearing in mind these variable factors, the rates of incidence can also be
affected by the way a Member State’s customs control strategy is set up to target risky
imports and to detect TOR-related fraud and irregularities.

2.4.2. Recovery rates
2.4.2.1. Irregularities reported as fraudulent

In 1989-2020, OWNRES shows that, on average, 20% of the initially established amount was
corrected (cancelled). The recovery rate (RR) for all years (1989-2020) is 39%2. The RR for
cases reported as fraudulent and detected in 2020 was 37 %*, which is the lowest annual rate
for fraudulent cases reported in the last 5 years. The RR for cases reported as fraudulent is in
general much lower than that for cases reported as non-fraudulent.

2.4.2.2. lrregularities reported as non-fraudulent
OWNRES shows that, on the cut-off date, on average 34% (1989-2020) of the initially

established amount in relation to cases reported as non-fraudulent had been corrected
(cancelled) since 1989. The RR for non-fraudulent cases reported for 2020 is 79%%. On the

3% Denmark (6%), Germany (6%), Spain (3%), Hungary (7%), the Netherlands (2%), Austria (6%), Finland
(7%), Sweden (1%) and the UK (0%).

37 Bulgaria (100%), Estonia (75%), Croatia (57%) and Lithuania (62%).

38 Total established and estimated amounts related to fraudulent cases as a percentage of the total TOR collected
by Member States.

39 See Annex 4.

40 Total established and estimated amounts related to non-fraudulent cases as a percentage of the total TOR
collected by Member States.

41 See Annex 4.

42 This calculation is based on 19 740 cases, an established amount of EUR 2.87 billion (after already processed
corrections) and a recovered amount of EUR 1.13 billion.

43 See Annex 10.
44 See Annex 10.
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cut-off date, the annual RR for the last 5 years varied between 55% and 79%. The overall RR
for all years (1989-2020) for all cases reported as non-fraudulent is 74%.%°

2.4.2.3. Historical recovery rate (HRR)

The HRR* confirms that, in the long term, recovery in cases reported as fraudulent is
generally much less successful than in cases reported as non-fraudulent (see Table TOR4).
Classification of a case as fraudulent is thus a strong indicator for forecasting short- and long-
term recovery results.

Table TOR4: HRR

Reported as fraudulent 45.45%

Reported as non-fraudulent 90.08%

24.3. Commission’s monitoring
2.4.3.1. Examination of the write-off reports

In 2020, 21 new write-off reports were submitted to the Commission by eight Member States.
The Commission assessed 153 cases totalling EUR 76 million in 2020. In 74 of these cases,
amounting to EUR 46 million*’, the Commission’s view was that the Member States did not
demonstrate satisfactorily that the TOR was lost for reasons not imputable to them, so the
Member States were considered financially responsible for the loss. In addition, late payment
interest totalling to EUR 35 million is due.

Examination of Member States’ diligence in write-0ff cases is a very effective mechanism for
gauging their activity in recovering money. It encourages national administrations to increase
the regularity, efficiency and effectiveness of their recovery activity, since lack of diligence
in recovery means individual Member States must foot the bill.

2.4.3.2. Commission’s inspections

In its TOR inspections, the Commission has emphasised Member States’ customs control
strategies. The Commission also closely monitors Member-State actions and follow-up on
observations made during the inspections.

For 2020, the Commission services performed TOR inspections (either on the ground in
Member States or remotely) on: (i) the reliability of the TOR accounting and related
statements; (ii) the keeping of the separate (B-) account and (iii) the corrections of the normal
(A-) account. Considering the magnitude of the TOR losses at stake, DG BUDG also
continued its inspection activities in 2020 on the control strategy for customs value and
monitored Member State measures to tackle undervaluation fraud.

% This calculation is based on 96 229 cases, an established amount of EUR 6.61 billion (after already processed
corrections) and a recovered amount of EUR 4.89 billion.

4 The HRR expresses the recovery result in both complex and simple cases. Established and closed cases from
2018 onwards are therefore excluded, because these are predominantly simple cases (complex cases can
generally not be closed within 3 years).

47 See Annex 11.
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Due to the COVID-19 pandemic, the initial planning for TOR inspections had to be
constantly adjusted depending on the particular lockdown measures in the Member States.
Moreover, to implement the programme at least partially, DG BUDG carried out several
inspections remotely. Finally, some inspections planned for 2020 had to be postponed to
2021, and the second annual inspection to some Member States was cancelled.

Nevertheless, the restricted inspections that were carried out made it possible to make some
recommendations. There restricted inspections also revealed certain shortcomings, some of
which have a potential financial impact. Where the Commission considers that cooperation
and progress in tackling outstanding issues are insufficient, it applies corrective measures.

As stated in the 2019 PIF report, such corrective measures were already applied by the
Commission against the UK. It calculated the TOR losses from the undervaluation fraud in
textile and shoes imported from China via the United Kingdom based on the investigations
carried out by OLAF and by DG BUDG as part of its management of own resources.
Although those corrective measures are still subject to ongoing Court proceedings?®, the
Commission took further steps in 2020 to quantify the TOR losses that occurred in all
Member States and sent them preliminary calculations of potential TOR losses for imports
that took place on their territory. In addition, Commission quantified potential TOR losses
with regard to the evasion of anti-dumping duties for solar panels and informed the Member
States concerned.

Finally, one general conclusion can be drawn from the unprecedented year that was 2020. It
became crystal clear that it is now vital to explore all ways to ensure that the Customs Union
and Member States’ customs authorities operate at maximal efficiency, remain flexible and
resilient in times of crisis and better anticipate problems. This implies, above all, a new
emphasis on ensuring greater availability and use of data and data analysis for customs
purposes developing an appropriate set of tools to help with foresight and common crisis-
management. Further steps are therefore required towards risk assessment at EU level,
uniform controls and EU-wide and international coordination/cooperation to detect irregular
cases bearing in mind that fraud diversion and spreading of specific fraud mechanisms are not
constrained by national borders.

2.4.3.3. Particular cases of Member State failure to recover TOR

If TOR are not established or recovered because of an administrative error by a Member
State, the Commission applies the principle of financial liability*®, making individual
Member States responsible for the error. Member States have been held financially liable in
2020 for over EUR 109 million®°, and new cases are being appropriately followed-up.

48 Court case C-213/19, Commission vs the UK.

49 Case C-392/02 of 15/11/2005. These cases are typically identified: (i) on the basis of Articles 119 and 120
(administrative errors which could not reasonably have been detected by the person liable for payment) and
103(1) (time-barring resulting from the inactivity of the customs administration) of the Union Customs Code; or
(iii) on the basis of non-observance by the customs administration of articles of the Union Customs Code giving
rise to legitimate expectations on the part of an operator.

%0 It includes customs duties (EUR 39 million) and interest (EUR 70 million).
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3. COMMON AGRICULTURAL POLICY

EXECUTIVE SUMMARY

Over the period 2016-2020, the level of detection of fraudulent irregularities related to rural
development expenditure under the programming period 2014-2020 had a slow start (which
might indicate insufficient detection work in the Member States). The level of detection
decreased for the programming period 2007-2013, as expected. The level of fraud detected
for support to agriculture (including direct aid to farmers and market measures) was stable.

Over the period 2016-2020, the rural development part of the budget was more affected by
fraud than support to agriculture, as a proportion of the payments received by the Member
States. However, the incidence of fraud for market measures was even higher than for rural
development. Direct aid to farmers accounted for most payments, but the incidence of fraud
was low, as it is entitlement-based and there are systems in place to support prevention.
Similar patterns applied to non-fraudulent irregularities.

Over the past years, the detection of fraud was concentrated in a few Member States and this
was not substantiated by a similar level of concentration in related payments. Differences in
the quality of prevention or detection work carried out or different approaches taken to
criminal investigation may contribute to this.

From 2016-2020, the majority of fraudulent irregularities concerning support to agriculture
were related to the use of false documents, such as invoices or lease agreements, or false
requests for aid. For example, this includes false information provided about the eligible area
and compliance with other conditions for aid. Overdeclaration of products, species or land
was also frequently detected. High financial amounts were recorded in several cases, related
to the market measure ‘Promotion’ and investigated by OLAF, where conflict of interest was
combined with other violations. The creation of artificial conditions for the purpose of
receiving financial support is a potential risk. For example, beneficiaries may artificially split
agricultural holdings and request aid via several linked companies, to avoid degressive aid
rates or limits in terms of area or animals.

In terms of rural development fraud, fraudsters mainly used the practice of falsifying
documents. For example, this may involve falsifying invoices, declarations of equipment as
new while it is second-hand, bids in procurement procedures, or false information provided
on compliance with the conditions for receiving the aid. A significant number of fraudulent
irregularities concerned failure to fully implement the action. The creation of artificial
conditions is a potential risk also for rural development funding. Concerning non-fraudulent
irregularities, the majority were related to the action for which the funding was received,
which most often was either not completed, not implemented or delayed.

Over 2016-2020, the highest number of fraudulent irregularities for market measures was
found in national support programmes for the wine sector. An analysis has shown that in this
domain irregularities are for (i) investment measures; (ii) promotion, especially in non-EU
markets; and (iii) restructuring and converting vineyards. The highest total financial amount
was found in the fruits and vegetables sector. A recent analysis has shown that fraudulent
irregularities have an impact in particular on aid for producer groups for preliminary
recognition, especially on investment measures. After the fruits and vegetable sector, the
second highest total financial amount involved in fraudulent irregularities concerned the
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‘promotion’ sector. An analysis has shown that irregularities concern both EU and non-EU
markets.

The capability to detect irregularities and fraud is key to protecting the EU budget. The
Commission recommended the Member States to further exploiting the potential of risk
analysis and improving the spontaneous reporting of potential irregularities. So far, there has
been little improvement on this in the Member States.

After about 10 years from initial reporting, the share of cases of suspected fraud that have not
lead to conviction remains very high, while the share of cases in which fraud is established is
low. This may signal the need to invest further in reporting suspected fraud and in the
investigation/prosecution phase.
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3.1. Introduction

Section 3 presents a statistical evaluation of irregularities and fraud detected by the Member
States in 2020 in expenditure under the common agricultural policy (CAP). It provides
context to these detections by looking at past years and relevant programming periods (PP).

Over the period 2016-2020, the CAP’s overarching objectives were (i) viable food
production; (ii) sustainable management of natural resources and climate action; (iii)
balanced territorial development. Over 99% of expenditure was disbursed by Member States
under shared management.

For the purpose of this analysis, the CAP is split into two main parts:

o Support to agriculture (SA), by providing direct aid to farmers (DA) and measures to
respond to market disturbances (MM), such as private or public storage and export
refunds. The European Agricultural Guarantee Fund (EAGF) finances these actions.

o Rural development (RD) programmes run by the Member States. The European
Agricultural Fund for Rural Development (EAFRD) finances these programmes.

The European Maritime and Fisheries Fund (EMFF) provides funding and technical support
to make the fishery industry more sustainable. However, EMFF is analysed together with the
other structural funds, as it belongs to the ESIF (European Structural and Investment Funds)
family of funding (see Section 4).

Table NR1 shows the 2020 budget for the CAP, which represents about 35% of the EU
budget.

Table NR1: Financial year 2020 - EU27
Year 2020

. o) Management @
Type of expenditure . Payments % of total EU budget
MM: Intervention in agricultural markets Shared 2,520 1.6%
DA: Direct aid Shared 38,258 24.9%

RD: Rural development Shared 13,802 9.0%
TOTAL 153,566 100.0%
(1) ‘Intervention in agricultural markets' includes budget chapter 05.02. 'Direct aid' includes Budget chapter 05.03. 'Rural development'

includes budget chapter 05.04
(2) Payments related to MM, DA and RD include only payments to EU27. The Total cover the whole EU budget.

Graph NR1 overleaf shows the relative weight of different components of the CAP on
payments and on the financial amounts involved in all CAP irregularities.

In 2020, rural development represented 25% of CAP payments, but over 60% of the financial
amounts involved in CAP irregularities. This is even more pronounced for market measures,
which accounted for 5% of payments and 24% of irregularities in terms of financial amounts.

The opposite applies to direct aid, which absorbs most of the CAP payments (70%), but only
accounts for 11-13% of the irregularities in terms of the financial amounts involved.
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Graph NR1: Weight (%) of the different components of CAP in payments and in
financial amounts involved in irregularities (EU27 - year 2020) (1)

Payments Finanncial amounts involved in irregularities

ENMM EDA ERD+DA ERD
(1) For the methodology for the classification of the CAP irregularities in the different CAP components, see Annex 12. To simplify the graph, the financial amounts
involved inirregularities do not include EUR 2 million (just 1% of CAP irregular financial amounts) involved in SA irregularites that were not classified either MM or DA

for lack of information or because involved in irregularities related to a budget year before 2006 (see Annex 12). Furthermore, 1 irregularity classified as mixed (SA/RD)
and 1 irregularity classified as 'blank’ are not considered in this graph (they account for EUR 0.7 million)

The European Commission is responsible for managing the EAGF and the EAFRD.
However, the Commission does not pay the beneficiaries itself. Under the principle of
shared management, this task is delegated to the Member States, who make the payments via
national or regional paying agencies. Before these paying agencies can claim any
expenditure from the EU budget, they must be accredited on the basis of a set of criteria laid
down by the Commission.

Before making payments, these paying agencies must also, either directly or via delegated
bodies, ensure that the aid applications are eligible. The checks they must carry out are laid
down in the CAP sectorial regulations and vary from one sector to another. Specific national
authorities are competent for rural development operations.

The Commission reimburses the Member States the expenditure made by the paying
agencies. EAGF reimbursements are made on a quarterly basis and EAFRD on a quarterly
basis. Though entitlements and measures supported under the EAGF follow a yearly flow,
those under the EAFRD are implemented through multiannual programmes, as action
financed by other ESI Funds. In general, reimbursements are subject to possible financial
corrections by the Commission, under the clearance of accounts procedures.

This report is structured as follows. Section 3.2 focuses on general trends, broken down by
fraudulent and non-fraudulent irregularities. Section 3.3 details more specific analyses (i) on
the types of irregularities; (ii) on the detection rates by CAP component; (iii) on the
irregularities affecting market measures; (iv) on the reasons for carrying out the checks that
led to the detection of irregularities. Section 3.4 digs into the anti-fraud activities carried out
and results obtained by the Member States, including analysing the fraud and irregularity
detection rates (the ratio between the amounts involved in cases reported as fraudulent (FDR)
or not reported as fraudulent (IDR) and the payments made during the same period of time).
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3.2. General analysis
3.2.1. lrregularities reported in the years 2016-2020

The analysis in Section 3 refers to the EU-27, unless specified otherwise. UK data is added
in the tables, as specified, to give a complete picture. However, the accompanying
analysis focuses on the current Member States and EU-27 in aggregate. In the whole
report, when reference is made to ‘fraudulent’ or ‘fraud’, this includes both ‘suspected fraud’
and ‘established fraud’.® Member States are requested to communicate irregularities
involving financial amounts above EUR 10 000.>? From 2016-2020, several Member States
also reported several irregularities under this threshold. However, these cases represented
only about 1% and 3% of the number of irregularities reported as non-fraudulent and
fraudulent, respectively. To use all information reported by the Member States, they are
included in the analysis for this Report.>

3.2.2.  Irregularities reported as fraudulent

Table NR2 provides an overview of the number of irregularities reported as fraudulent by the
Member States, broken down by the type of support, from 2016-2020.>* The number of
irregularities found in rural development spending fell sharply in 2017 and started rising
again in 2020. The irregularities found under support to agriculture were rather stable.

51 <Suspected fraud’ means an irregularity that gives rise to the initiation of administrative or judicial
proceedings at national level in order to establish the presence of intentional behaviour, in particular fraud, as
referred to in Article 1(1)(a) of the Convention drawn up on the basis of Article K.3 of the Treaty on European
Union, on the protection of the European Communities’ financial interests. Regardless of the approach adopted
by each Member State, ratification of the 1995 Convention has equipped every country with a basis for
prosecuting and possibly imposing penalties for specific conducts. If this happens, i.e. a guilty verdict is issued
and is not appealed against, the case can be considered ‘established fraud’. See ‘Handbook on ‘Reporting
irregularities in shared management’ (2017).

52 The reporting of irregularities below this threshold between 2015-2019 was analysed in the framework of the
2019 PIF Report (see Section 3.2.1. of ‘Statistical evaluation of irregularities reported for 2019: own resources,
agriculture, cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2020)160 final (part
1/3)).

53 Data for this Report was downloaded from the Irregularities Management System (IMS) on 8/3/2021. When
entering a case into IMS, the contributor is requested to specify the currency in which the amounts are
expressed. If the value of this field is left blank, no transformation is applied. If this field is filled with another
currency, the financial amounts involved in the irregularity are transformed on the basis of the exchange rates
published by the ECB at the beginning of 2021.

5 The category 'unclear' is used where the information is considered insufficient to classify the irregularity in
any other category. Annex 12 provides a detailed explanation of the classification of irregularities in SA, RD,
SA/RD, ‘unclear’.
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Table NR2 Number of irregularities reported as fraudulent by type of support - 2016-20 for the CAP

REPORTING YEAR TOTAL

2016 2017 2018 2019 2020 PERIOD
Type of support

Support to agriculture (SA) 117 138 126 124 117 622
Rural development (RD) 228 120 105 87 127 667
SA/RD 6 9 14 8 11 48
Unclear 0 1 0 0 0 1
TOTAL EU27 351 268 245 219 255 1,338
UK 3 0 4 8 9 24
Irregularities reported as fraudulentin 2020 Irregularities reported as fraudulent 2016-2020
by type of support (EU27) by type of support (EU27)
4% 4%
‘ 46% ‘
50%
50% 46%
= SA =RD =SA/RD = SA =RD =SA/RD

Irregularities reported as fraudulent 2016-20 by type of support (EU27)
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The irregularities in rural development expenditure reported from 2016-2020 concerned both
PP 2007-2013 and PP 2014-2020. Table NR3 shows the sharp fall in 2017 in the number
of rural development cases related to PP 2007-2013, which was to be expected, given that
the PP closed in 2015. The slow start of detections related to PP 2014-2020 did not
compensate for the drop in 2017. Since then, there have not been remarkable shifts in the
number of fraudulent irregularities detected. Table NR4 shows the trends in terms of the
financial amounts involved.

For PP 2014-2020, the slow start should be closely monitored to ensure it is not due to
less of a focus on fraud detection. From 2009-2013, detections related to PP 2000-2006
(closed) and to PP 2007-2013 (at that time, under implementation) were overlapping, similar
to what is happening now for detections related to PP 2007-2013 and PP 2014-2020. Table
NR3 confirms that, during the first seven years of implementation, the management and
control systems for PP 2014-2020 have detected far fewer fraudulent irregularities than those
for PP 2007-2013 (in 2009-2013). This also applies to the financial amounts involved (Table
NR4).

Table NR3

Number of irregularities reported as fraudulent - Rural development - EU27

Comparison of the
period 2016-2020
with period 2009-13

PP 2000-2006 22 39 5 3 13 82
PP 2007-2013 32 55 50 51 112 300 201 89 7 59 76 502
PP 2014-2020 26 31 28 28 51 164

Table NR4
Comparison of the
period 2016-2020
with period 2009-13
PP 2000-2006 616,310 3,602,103 223,064 214,137 448,785 5,104,400

PP 2007-2013 762,980 3,345,610 4,911,553 7,046,191 13,967,785 30,034,119 31,373,027 12,396,254 17,814,671 7,680,767 14,556,098 83,820,817
PP 2014-2020 8,801,958 3,983,971 2,476,988 3,883,285 4,645,337 23,791,539

Financial amounts involved in irregularities reported as fraudulent - Rural development - EU27

As shown in Table NR2, several irregularities were classified SA/RD, meaning that they
were related to both components of the CAP. Basically, in all of these irregularities,
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irregularities in rural development expenditure were found in combination with
irregularities in direct aid to farmers.

The detection of fraudulent irregularities was concentrated in a few Member States.
From 2016-2020, the irregularities notified by the top five Member States in terms of cases
reported (Romania, Poland, Italy, Bulgaria France) represented about 75% of all irregularities
reported as fraudulent (80% of financial amounts). In 2020, this rose to 84%.

A deeper analysis of concentration was included in the 2018 PIF Report.>® That analysis
found that the concentration of detections went beyond what could be expected given the
level of concentration of payments. This could be due to many different factors, including
different underlying levels of irregularities and fraud, differences in the quality of the
prevention or detection work or different practices at the stage of the procedure when
potentially fraudulent irregularities are reported. The concentration of detections was more
accentuated for fraudulent rather than for non-fraudulent irregularities. This suggests
that different approaches to criminal investigation and prosecution could be an additional
and significant factor giving rise to these different levels of detection across the Member
States.

Table NR5 shows the trend of financial amounts involved in irregularities reported as
fraudulent.®® For rural development irregularities, similar to the trend in terms of number of
detections, the financial amounts involved fell in 2017 and began rising again in 2020. The
trend in the financial amounts involved in support to agriculture was heavily influenced by
two cases concerning market measures, worth between EUR 20 and 30 million each,
which Poland detected in 2017 and 2018. This is the reason for the significant increase found
over these two years. Excluding these two irregularities, the irregular financial amounts
detected in relation to support to agriculture were rather stable, reaching a record low in
2020.

Over the period 2016-2020, 50% of the irregular financial amounts involved were in support
to agriculture irregularities, and 48% were for rural development irregularities. However,
over the same period, rural development payments represented just 23% of the CAP budget.
Therefore, rural development expenditure was more affected by fraud than support to
agriculture expenditure. This is analysed further in Section 3.3.2., through the fraud
detection rate, distinguishing between direct aid to farmers and market measures.

55 Section 3.4.3 of ‘Statistical evaluation of irregularities reported for 2018: own resources, agriculture,
cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2019)365 final.

% Fluctuations in the financial amounts involved in irregularities should not be misinterpreted. It must be kept in
mind that a significant portion of financial amounts is linked to a relatively low number of cases. In this context,
fluctuations are more likely and should not be overemphasised.
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Table NR5: Financial amounts involved in irregularities reported as fraudulent by type of support - 2016-20 for the CAP
REPORTING YEAR
2018 TOTAL PERIOD

2017 2019 2020

Type of support

Support to agriculture (SA) 11,545,765 39,712,114 43,137,243 11,949,727 6,512,493 112,857,342
Rural development (RD) 40,187,446 16,380,225 20,291,659 11,564,051 19,201,435 107,624,816
SA/RD 515,918 395,991 1,957,622 494,476 2,671,201 6,035,208
Unclear 0 12,492 0 0 0 12,492
TOTAL EU27 52,249,129 56,500,822 65,386,524 24,008,254 28,385,129
UK 58,205 0 67,213 147,531 406,925 679,874
Amounts of irregularities reported as fraudulent in 2020 Amounts of irregularities reported as fraudulent 2016-20
by type of support (EU27) by type of support (EU27)
9% 23% 3%
‘. 47% ‘
50%
68%
= SA =RD = SA/RD = SA =RD = SA/RD
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An analysis covering the period 2015-2019, included in the 2019 PIF Report®’, shows that in
most fraudulent irregularities, the ‘persons involved’>® were legal entities. Most of them were
private companies, followed by non-profit organisations, in particular associations. For a
significant one third of cases, the ‘persons involved’ were natural persons. Most of the
fraudulent irregularities involved a single entity.

3.2.3.  Irregularities not reported as fraudulent

The number of rural development irregularities not reported as fraudulent increased
constantly until 2015, in line with implementation of the programmes, while the number of
irregularities related to support to agriculture remained stable. Since then, rural
development non-fraudulent irregularites fell sharply until 2017 and then stabilised.
(see Table NR6).

The irregular financial amounts linked to rural development also peaked in 2015, then
started to fall, a trend that accelerated in 2019 (see Table NR7). The irregular financial
amounts linked to support to agriculture fluctuated strongly around an annual average of
about EUR 70 million. This was mainly due to the fact that cases involving over EUR 10
million each were reported in 2017 (one case in Romania) and 2019 (two cases in Poland),
but none were detected in 2016, 2018 and 2020.

The number of non-fraudulent irregularities in spending on rural development regularly and
significantly exceeded the number on support to agriculture, over the entire 2016-2020
period. As a result, the number of irregularities linked to rural development were over
double the number affecting support to agriculture. Rural development non-fradulent

57 See Section 3.3.5. of “Statistical evaluation of irregularities reported for 2019: own resources, agriculture,
cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2020)160 final.

%8 A person involved is anyone who had or has a substantial role in the irregularity. This could be the
beneficiary, the person who initiated the irregularity (such as the manager, consultant or adviser), the person
who committed the irregularity, etc.

30



Common Agricultural Policy

irregularities also exceeded those in support to agriculture in terms of the financial amounts

involved, but only by 46%.

Table NR6: Number of irregularities not reported as fraudulent by type of support - 2016-20 for the CAP

REPORTING YEAR TOTAL

Type of support 6 2017 2018 2019 2020 PERIOD
Support to agriculture (SA) 888 1,028 841 921 903 4,581
Rural development (RD) 2,235 1,725 1,729 1,605 2,086 9,380
SA/RD 44 54 54 51 26 229
Unclear 13 2 0 0 1 16
TOTAL EU27 3,180 2,809 2,624 2,577 3,016 14,206
UK 44 52 81 138 143 458

Irregularities not reported as fraudulent 2016-20
by type of support (EU27)
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/_ 32%
66%
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Table NR7: Financial amounts involved in irregularities not reported as fraudulent by type of support - 2016-20 for the CAP

REPORTING YEAR

2016 2017 2018 2019 2020
Type of support
Support to agriculture (SA) 51,924,790 83,140,174 43,236,941 96,125,366 62,089,591
Rural development (RD) 123,464,267 110,832,743 98,417,115 62,722,747 96,906,942
SA/RD 2,683,957 4,705,813 5,274,470 5,795,687 3,395,070
unclear 192,720 36,022 0 0 30,073

TOTAL
PERIOD

336,516,862
492,343,814
21,854,997
258,815

TOTAL EU27

178,265,734
UK 1,317,336

Amounts of irregularities not reported as fraudulent in 2020
by type of support (EU27)

198,714,752
1,480,650

146,928,526 164,643,800 162,421,676
1,986,601 3,205,077 3,456,379
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this PP closed in 2015. The slow start of detections related to PP 2014-2020 did not
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compensate for this drop. The rebound in 2020 was due to both an increase in irregularities
still related to PP 2007-2013 and the sharpest rise in irregularities related to PP 2014-2020
since its start. Table NR9 shows the trend in terms of the financial amounts involved.

Table NR8

Comparison of Number of irregularities not reported as fraudulent - Rural development - EU27
the period

2016-2020

with period

2009-2013
PP 2000-2006 279 209 122 90 53 753
PP 2007-2013 145 286 555 1,005 1,493 3,484 1,693 1,460 1,235 840 901 6,129
PP 2014-2020 496 256 486 755 1,183 3,176

Table NR9

Comparison of Financial amounts involved in irregularities not reported as fraudulent - Rural development - EU27
the period
2016-2020
with period
2009-2020
PP 2000-2006 12,366,736 11,565,082 5,221,651 2,256,213 1,054,518 32,464,200

PP 2007-2013 6,140,910 9,027,701 32,057,141 40,603,330 69,227,707 157,056,789 95,644,656 98,614,562 83,777,032 38,740,062 46,093,845 362,870,157

PP 2014-2020 23,130,511 6,654,120 14,472,171 23,715,962 50,763,150 118,735,914

For PP 2014-2020, the slow start is in line with the situation at the start of the previous
programming period. Over the period 2009-2013, irregularities detected in rural
development spending related to PP 2000-2006 (closed) and to PP 2007-2013 (at that time,
under implementation) overlapped, similar to what is happening now for detections related to
PP 2007-2013 and PP 2014-2020. Table NR8 confirms that, during the first seven years of
implementation, the management and control systems for PP 2014-2020 detected a number of
irregularities in rural development spending that is similar (-9%) to what the systems for PP
2007-2013 achieved during the seven first years of implementing of that PP (during 2009-
2013). In terms of financial amounts, the gap was more significant (-25%), but these
fluctuations should not be overemphasised, as they are often due to few cases with high
amounts involved.

As shown in Table NR®6, several irregularities were classified as SA/RD, meaning that they
were related to both components of the CAP. In most of these cases, irregularities in rural
development spending were combined with infringements concerning direct aid to
farmers.

3.3. Specific analysis
3.3.1. Modus operandi
3.3.1.1. Support to agriculture

Table NR10 provides an overview of the most frequent categories (or combinations of
categories) of irregularities linked to cases reported as fraudulent in relation to support to
agriculture in 2020 and the financial amounts involved. It also gives the figures for these
categories (or combinations of categories) over the period 2016-2020.>° In the following
paragraphs, the adjective ‘pure’ is used to refer to cases where a specific category of
irregularity is not combined with other categories.

The irregularities reported in 2020 mainly concerned the documentary proof. Over the
whole period 2016-2020, irregularities concerning the request were also prevalent. Further
analysis shows that, in most cases, it was due to false documentary proof or false requests.
A wide range of documents can be falsified, such as invoices, lease agreements and property
documents, and certifications of compliance with the conditionality requirements. Requests

5 For the full description of the categories of irregularities and the related types of violations, please see
Annex 13.
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for aid could include false information about the eligible area, compliance with other
conditions for aid, etc.

Over the period 2016-2020, the Member States detected few fraudulent cases of ‘pure’ ¢(non)
action’, but these cases accounted for the second highest financial amount involved.
Irregularities in the category ‘pure’ 'product, species and/or land' were more frequently
detected, mostly for "overdeclaration and/or declaration of fictitious product, species and/or
land".

Although there were no such cases in 2020, over the whole period 2016-2020,
28 irregularities were reported in the category ‘pure’ 'ethics and integrity’. All of these
irregularities were communicated by Poland and were not reported under the types 'conflict of
interest’, ‘bribery’ or ‘corruption’, but as ‘other irregularities concerning ethics and integrity’.
Most concerned the creation of artificial conditions for receiving financial support. For
example, beneficiaries may artificially split agricultural holdings and request aid through
several linked companies, to avoid degressive aid rates or limits in terms of area or animals.
Other Member States may have reported this type of infringement under other categories.

High average financial amounts (about EUR 1.8 million) were recorded in several cases
of conflict of interest combined with other violations (8 irregularities). In 2019, Czechia
reported two irregularities related to corruption, in combination with public procurement
infringements (conflict of interest) and failure to implement the action. In five irregularities
reported by Bulgaria in 2018, conflict of interest was combined with violations concerning
the ‘beneficiary’ (mostly not having the required quality) and ‘(non) action’ (infringements
relating to the cofinancing system). In another case detected in Bulgaria, a conflict of interest
was combined with violations concerning the ‘beneficiary’ (not having the required quality)
and ‘accounts & records’ (revenues not declared). All of these eight irregularities were
related to the market measure ‘promotion’ (see Section 3.3.3) and were investigated by
OLAF. The investigations uncovered a complex fraudulent scheme, mainly based on price
inflation, kickback payments and money laundering. The public procurement procedures
were breached through a solid network of companies based in different countries. In some
cases, the manipulation was possible also due to the collusion of the beneficiaries.

Table NR10: Categories of irregularities reported as fraudulent in relation to support to agriculture

irregularities reported as
fraudulent in 2020

Irregularities reported as
fraudulent 2016-20

Category of irregularity

Ti4 Documentary proof 95 4,148,094 296 13,346,596
T90 Other 7 501,919 16 1,143,833
Ti1 Request 6 428,146 122 8,001,114
T15 Product, species and/or land 5 309,622 55 7,715,180
Ti6 (Non-)action 3 1,080,667 29 26,128,492
T16|T14 (Non-)action/Documentary proof 1 44,045 4 106,438
19 "Ethics & Integrity 4 o” o” 28" 29,227,811
T11|T14 Request/Document proof 0 0 13 867,014
T12 Beneficiary 0 0 10 4,115,428
11|16 "Request/(Non-)action v o” o” 9" 595,553
T13 Accounts & records 0 0 221,357
T11|T13 Request/Accounts & records 0 0 6 418,564
T11|T14|T16 Request/Document proof/(Non-)action 0 0 5 693,363
T12 | T16 | T19 Beneficiary/(Non-)action/Ethics & Integrity 0 0 5 9,374,623
T11|T14|T13 Request/Document proof/Accounts & records 0 0 3 484,975
T16 | T40 | T19 (Non-)action/Public procurement/Ethics & Integrity 0 0 2 3,953,696
T14|T15 Documentary proof/Product, species and/or land 0 0 2 26,502
T19 | T16 Ethics & Integrity/(Non-)action 0 0 1 2,662,694
T19|T12 Ethics & Integrity/Beneficiary 0 0 1 2,287,276
T13|T12|T19 Accounts & records/Beneficiary/Ethics & Integrity 0 0 1 997,582
T14|T12|T11|T16 Documentary proof/Beneficiary/Request/(Non-)action 0 0 1 213,803
T14|T16 | T13 Documentary proof/(Non-)action/Accounts & records 0 0 1 122,116
T13|T11 Accounts & records/Request 0 0 1 111,259
T15|T11|T13 Product, species and/or land/Request/Accounts & records 0 0 1 23,208
T15|T14 | T11|T12|T13 Product, species and/or land/Documentary proof/Request/Beneficiary/Accounts & records 0 0 1 18,867
Null Null 0 0 1 0
TOTAL EU27 117 6,512,493 622 112,857,343
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Table NR11 provides an overview of the most frequent categories (or combinations of
categories) of irregularities linked to cases not reported as fraudulent in support to
agriculture expenditure in 2020 and the financial amounts involved. It also gives the total
for these categories (or combinations of categories) for the period 2016-2020.

Irregularities due only to the ‘request’ (pure) were by far the most recurrent category.
More specifically, during 2016-2020, the most recurrent type of violation by far was 'false or
falsified request for aid’, followed by ‘incorrect or incomplete request for aid' and "product,
species, project and/or activity not eligible for aid. This rate of irregularities related to
falsification would not be expected for non-fraudulent irregularities. Similar findings
apply to the category ‘documentary proof’. Violations concerning the category 'documentary
proof* were also quite frequent. Most of the times, from 2016-2020, these irregularities
concerned missing, incomplete or incorrect documents. However, they also related to the type
of violation ‘false or falsified documents'. This mostly happened in the past; no such case
were reported in 2020.

The highest irregular financial amounts were due to infringements concerning ‘(non)
action’. Nearly 30% of the irregular financial amounts reported over the period 2016-2020
for ‘(non) action’ were due to two irregularities totalling about EUR 36 million. In this
category, the three most reported types of violations concerned the action itself (not
implemented or not completed), and ‘refusal to repay not spent or unduly paid amounts'.

Table NR11: Categories of irregularities not reported as fraudulent in relation to support to agriculture

irregularities not reported Irregularities not reported

Code Category of irregularity as fraudulent in 2020 as fraudulent 2016-20

Ti1 Request 232 5,536,585 1,336 61,482,131
T15 Product/species and/or land 156 4,891,102 687 21,603,748
T16 (Non-)action 135 25,130,488 779 128,871,626
T14 Documentary proof 121 3,652,992 464 24,062,284
Ti2 Beneficiary 60 13,966,463 349 48,554,161
T19 Ethics & Integrity 59 1,763,632 174 4,594,944
T90 Other 59 3,116,356 342 18,428,009
T14 |T11 Documentary proof/Request 13 936,817 58 3,400,322
T13 Accounts & records 9 318,005 73 3,278,763
T11|T16 Request/(Non-)action 7 362,186 34 1,739,667
T16 | T14 (Non-)action/Documentary proof 6 338,390 16 1,570,611
T17|T13|T14 Movement/Accounts & records/Documentary proof 5 257,628 14 928,254
T16 | T12 (Non-)action/Beneficiary 5 133,281 54 2,453,158
T16 | T14 | T11 (Non-)action/Documentary proof/Request 3 222,656 6 385,605
T13|T11|T14 Accounts & records/Request/Documentary proof 3 55,274 15 1,168,981
T13|T16 Accounts & records/(Non-)action 2 152,522 4 188,871
T12|T13|T14|T11 Beneficiary/Accounts & records/Documentary proof/Request 2 126,758 2 126,758
T13|T14 Accounts & records/Documentary proof 2 83,386 4 129,822
T15|T11 Product/species and/or land/Request 2 41,414 31 996,309
T14|T15 Documentary proof/Product/species and/or land 2 36,681 4 78,283
T15|T12 | T16 Product/species and/or land/Beneficiary/(Non-)action 1 188,958 1 188,958
T12|T15 Beneficiary/Product/species and/or land 1 69,029 3 176,942
T11|T12 Request/Beneficiary 1 55,959 6 670,696
T11|T13 Request/Accounts & records 1 43,298 13 2,261,768
T11|T90 Request/other 1 33,691 3 395,956
T11|T14|T15 Request/Documentary proof/Product/species and/or land 1 23,535 24 1,087,176
Null Null 7 59768.23 16 230638.52
ALL OTHER 7 492,740 69 7,462,421
TOTAL EU27 903 62,089,591 4,581 336,516,863

Other prevalent categories of irregularities in support to agriculture expenditure not reported
as fraudulent were related to 'product, species and/or land', 'beneficiary' or ‘ethics and
integrity’ (not combined with other categories of irregularity). For pure ‘product, species
and/or land', most violations concerned ‘overdeclaration and/or declaration of fictitious
product, species and/or land®. In the category pure 'beneficiary’, the most reported type of
violation was ‘operator/beneficiary not having the required quality’. Infringements related
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to 'ethics and integrity were less frequent than for the irregularities reported as fraudulent.
Apart from one case of conflict of interest®, all of these violations were reported as 'other
irregularities concerning ethics and integrity'.

3.3.1.2. Rural development

Table NR14 provides an overview of the most frequent categories of irregularities reported
as fraudulent in rural development expenditure in 2020 and the corresponding financial
amounts. It also gives the total for these categories over the period 2016-2020.

Similar to the findings for support to agriculture, there were mainly cases of ‘pure’
falsification of the documentary proof or, to a lesser extent, of requests for aid.
Falsification may concern, for example, invoices, declarations of equipment as new while it is
second-hand, bids in the context of procurement, and information on compliance with
conditions for receiving the aid. The pure category ‘documentary proof' was by far the most
reported, with ‘false or falsified documents’ as the most reported type of violation. The
category pure 'request’ was another frequent category, with the violation 'false or falsified
request of aid' being the most reported.

A significant number of detections and irregular financial amounts were related to pure ‘(non)
action'. Under this category, from 2016-2020, the most reported type of violation was ‘action
not implemented’.

The category pure ‘ethics and integrity’ ranked high, with 83 irregularities found, but none
reported in 2019 or 2020. Only one irregularity was reported as corruption®®. Similar to
support to agriculture cases, Poland communicated most of these violations and they were not
reported under the types 'conflict of interest’, 'bribery’ or 'corruption’, but as 'other
irregularities concerning ethics and integrity’. Most of these violations concerned the
creation of artificial conditions for receiving financial support. Other Member States may
have reported this type of infringement under other categories of irregularity, such as the one
referring to the beneficiary (for example, using the the type of violation ‘operator/beneficiary
not having the required quality’ or ‘other’).

8 There was one additional case of conflict of interest in combination with other categories of violation. Both
cases where conflict of interest was involved were related to market measures.

1 However, another irregularity was reported where conflict of interest was mentioned (as an ‘ethics and
integrizy” issue) together with other violations concerning the documentary proof. In addition, nine cases of
conflict of interest in public procurement processes were reported (under the category ‘public procurement’ and
not ‘ethics and integrity’), always combined with ‘false or falsified request for aid’. In two of these cases,
conflict of interest was also combined with ‘documents false and/or falsified’ and, in one case, with ‘action not
implemented’.
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Table NR12: Categories of irregularities reported as fraudulent in relation to rural development

irregularities reported as
fraudulent in 2020

Irregularities reported as
fraudulent 2016-20

Category of irregularity

T14 Documentary proof 69 7,653,462 252 22,401,257
Ti1 Request 19 2,082,475 61 11,489,470
T90 Other 14 7,469,921 59 39,155,581
16 "(Non-)action 4 470,284" 61 8,947,903
T12 | T14 Beneficiary/Documentary proof 4 436,318 10 770,094
T13 "Accounts & records 4 63,005 12 331,479
T14|T11 Documentary proof/Request 3 314,742 18 1,684,903
T15 Product/species and/or land 2 44,841 17 375,725
T14|T15 Documentary proof/Product/species and/or land 1 234,000 1 234,000
T13|T14 Accounts & records/Documentary proof 1 126,980 2 141,719
T13|T16 Accounts & records/(Non-)action 1 124,050 1 124,050
T40 Public procurement 1 66,167 4 340,925
T12 | T16 | T9O Beneficiary/(Non-)action/Other 1 32,913 1 32,913
T14 | T19 Documentary proof/Ethics & integrity 1 28,049 6 835,117
T40 | T11 Public procurement/Request 1 27,138 9 548,350
T12|T16 Beneficiary/(Non-)action 1 27,000 1 27,000
T19 Ethics & integrity 0 0 83 8,867,930
T12 Beneficiary 0 0 18 1,958,567
T14|T16 Documentary proof/(Non-)action 0 0 10 2,064,963
T11|T16|T14 Request/(Non-)action/Documentary proof 0 0 10 1,057,412
T12|T14 | T16 Beneficiary/Documentary proof/(Non-)action 0 0 7 166,729
T11|T40|T14 Request/Public procurement/Documentary proof 0 0 4 378,995
T12|T19 Beneficiary/Ethics & integrity 0 0 3 166,108
T15|T16 | T14 Product/species and/or land/(Non-)action/Documentary proof 0 0 2 353,964
T11|T16 Request/(Non-)action 0 0 2 236,601

ALL OTHER 0 0 10 2,391,323

Null 0 0 3 2,541,736
TOTAL EU27 127 19,201,435 667 107,624,814

Table NR13 provides an overview of the most frequent categories of irregularities not
reported as fraudulent in rural development expenditure in 2020 and the corresponding
financial amounts. It also gives the total for these categories over the period 2016-2020.

The highest number of detections and irregular financial amounts were related to pure ‘(non)
action'. This included ‘action not completed’, ‘action not implemented’, or ‘failure to
respect deadlines’ among the most reported types of violation.

Violations concerning 'documentary proof' alone (pure) or the ‘beneficiary’ were also
prevalent. They were also often combined with the category ‘(non) action’ and with each
other.

Over the period 2016-2020, the number of infringements related to ‘documentary proof"
followed that of infringements concerning ‘(non) action'. ‘Documents missing and/or not
provided’ was the most reported type of violation. However, from 2016-2020, ‘false and/or
falsified documents' were reported in a number of cases (about 50), which would not be
expected for non-fraudulent irregularities. The same applies to the category ‘request’, with a
number of cases (about 20) reported in the 'false or falsified request of aid' type.

The category pure ‘beneficiary’ was the third most frequent from 2016-2020 and the fourth in
2020. 'Operator/beneficiary not having the required quality' was the most reported type of
violation.

In 2020, there was a sharp increase in the detection of violations concerning ‘product, species
and/or land’, mostly due to ‘over declaration and/or declaration of fictitious product,
species and/or land'.

There were just a few reported cases of conflict of interest. There was one pure case of
conflict of interest and two additional cases of conflict of interest in combination with public
procurement infringements. In addition, there were eight other cases of conflict of interest in
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the public procurement procedure. In 2020, one Member State reported a multi-million
irregularity in rural development expenditure related to conflict of interest, corruption, use of
false documents and accounts. Reporting as non-fraudulent would not be expected, but the
Member State also communicated that penal proceedings were ongoing. Apart from these
cases, infringements related to 'ethics and integrity’ were reported as 'other irregularities
concerning ethics and integrity'.

Table NR13: Categories of irregularities non reported as fraudulent in relation to rural development

irregularities not reported
as fraudulent in 2020

Irregularities not reported
as fraudulent 2016-20

Category of irregularity

T16 (Non-)action 1,066 49,063,855 4,419 199,054,039
Ti4 Documentary proof 253 12,064,987 1,180 60,730,125
T15 Product, species and/or land 148 5,143,939 540 17,158,288
T12 Beneficiary 147 4,032,847 960 54,577,469
Ti1 Request 121 4,671,404 545 35,033,348
T19 Ethics & integrity 90 4,013,142 212 8,432,118
T14|T16 Documantary proof/(Non-)action 70 1,761,197 187 7,254,646
T12|T16 Beneficiary/(Non-)action 46 1,530,660 350 13,271,603
T12 | T14 | T16 Beneficiary/Documentary proof/(Non-)action 46 1,146,313 104 3,736,896
T90 Other 23 1,230,881 273 38,121,244
T40 Public procurement 16 406,815 123 7,058,895
T18 | T16 Bankruptcy/(Non-)action 11 2,514,861 33 5,182,419
T12 | T14 Beneficiary/documentary proof 7 179,298 61 2,223,861
T13 Accounts & records 6 275,816 109 5,318,548
T18 Bankruptcy 6 243,298 71 9,525,547
T17 Movement 5 96,795 20 680,518
T3 |11 "Accounts & records/Request 3 77,347 4 101,651
T12|T15 Beneficiary/Product, species and/or land 3 75,325 9 243,005
'Tll | T15 'Requestlﬁ'oduct, species and/or land 3 73,366 3 73,366
T14|T13 Documentary proof/Accounts & records 3 56,283 9 166,955
T15|T14 Product, species and/or land/Documentary proof B 49,023 5 127,342
’Tl3 | T14 | T16 'Accounts & records/Documentary proof/(Non-)action 3 43,925 11 289,974
T11|T16 Request/(Non-)action 2 21,664 18 780,791
Product, species and/or land/Documentary proof/Accounts
T15|T14|T13|T19 | T16 & records/Ethics & integrity/(Non-)action 1 6,684,459 1 6,684,459
T11|T14 Request/Documentary proof 1 504,209 10 880,572
T16 | T13 (Non-)action/Accounts & records 1 116,008 34 1,935,662
ALL OTHERS 0 0 56 11,704,124
Null 2 829,224 33 1,996,355

3.3.2.  Fraud and Irregularity Detection Rates (FDR and IDR) by CAP components

Table NR14 shows the FDR and IDR per type of policy measure.®?

Table NR14 FDR and IDR by type of CAP expenditure - EU27

: Irregularities detected and reported 2016-2020 / Payments 2016-2020
Type of expenditure

Direct payments 0.01% 0.07% 0.08%
Intervention in agricultural markets 0.68% 1.64% 2.32%
Support to agriculture 0.06% 0.16% 0.22%

Rural development 0.19% 0.86% 1.05%
Total 0.09% 0.33% 0.41%

52 Some of the irregularities used for these calculations do not refer exclusively to a specific policy measure,
because the same case may cover several budget posts referring to different measures. The ‘SA/RD’ cases are
only included in the total CAP FDR/IDR. So the SA and RD FDR/IDR are slightly underestimated. By contrast,
several cases considered under ‘direct payments’ (DA) had an impact both on DA and RD. There is only one
case that impacted both on MM and RD. There are only two cases that impacted both on MM and DA. These
'mixed' cases are included with their full financial amount in DA or MM. So the DA and MM FDR/IDR are
slightly overestimated. See ‘Statistical evaluation of irregularities reported for 2019: own resources,
agriculture, cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2020)160 final
(Annex 14) for a methodology to assess the impact on FDR and IDR of these ‘mixed’ cases. This methodology
applied to the period 2016-2020 suggests that FDR and IDR are not significantly sensitive to these ‘mixed’
cases issues.
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Detection rates for support to agriculture were much lower than for rural development.
However, one part of support to agriculture, interventions in agricultural markets (market
measures), accounted for the highest FDR and IDR. It could be argued that this
comparison is biased by a few cases related to market measures (two fraudulent and three
non-fraudulent) involving exceptionally high financial amounts (more than EUR 10 million
each). However, even excluding these irregularities from the calculation, the FDR and IDR
for market measures were the highest, at 0.32% and 1.23%, respectively.

The detection rates for direct payments to farmers were much lower.
3.3.3.  Market measures — fraudulent and non-fraudulent irregularities

As shown in Table NR14, the FDR and IDR of market measures are high. Table NR15 shows
the number and financial amounts of irregularities reported as fraudulent in relation to market
measures for the period 2016-2020, while Table NR16 shows the same data on irregularities
that were not reported as fraudulent.

Fraudulent and non-fraudulent irregularities involving the highest financial amounts
are often related to market measures. From 2016-2020, the Member States reported two
fraudulent irregularities related to aid to producer groups for preliminary recognition in the
“fruits and vegetables’ sector, accounting for over EUR 20 million each. This type of aid
was also subject to two non-fraudulent irregularities, accounting together for over EUR 36
million. Another non-fraudulent irregularity involving about EUR 19 million affected a food
programme for deprived persons.

Table NR15: Number of irregularities reported as fraudulent in relation to market measures

Irregularities reported as

Market measure fraudulent 2016-20

N EUR
7,974,439
58,919,581
19,300,705
351,443
2,394,354
165,535
1,526,952
135,153

857
90,769,017

Products of the wine-growing sector

Fruit and vegetables

Promotion

Milk and milk products

Sugar restructuring fund

School schemes

Other plant products/measures

Pigmeat, eggs and poultry, bee-keeping and other animal products
Rice

TOTAL EU27

NS =W O
Sl P, PNV W oo w s o

[N

The highest number of irregularities reported as fraudulent was related to national support
programmes for the wine sector. A detailed analysis covering 2015-2019, included in the
2019 PIF, shows that in this domain irregularities affect in particular investment measures
and promotion, especially in non-EU markets. This analysis also identified the restructuring
and conversion of vineyards. For further details, see ‘Statistical evaluation of irregularities
reported for 2019: own resources, agriculture, cohesion and fisheries policies, pre-accession
and direct expenditure’, SWD(2020)160 final, Section 3.3.3.

Although it ranked first in terms of number of detections, ‘products of the wine-growing
sector’ were clearly below those for other products, in terms of the financial amounts
involved. This is the case for ‘fruits and vegetables’ and ‘promotion’ (see Table NR15). The
analysis included in the 2019 PIF shows that for ‘fiuits and vegetables’, irregularities had an
impact in particular on ‘aid for producer groups for preliminary recognition’, especially
‘investment’ measures. Concerning the market measure ‘promotion’, according to the
analysis included in the 2019 PIF, irregularities affect both the EU and the non-EU markets,
but the financial amounts involved in irregularities related to promotion in non-EU countries
are higher. For further details, see SWD(2020)160 final, Section 3.3.3.
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Table NR16: Number of irregularities not reported as fraudulent in relation to market measures

Irregularities reported as fraudulent

Market measure

Products of the wine-grow ing sector

2016-20

1,001 56,222,524

Fruit and vegetables 406 118,375,956
Other plant products/measures 85 4,213,335
Beef and veal 49 744,531
Promotion 30 1,710,302
Olive oil 17 397,022
Pigmeat, eggs and poultry, bee-keeping and other animal products 16 365,308
Sugar restructuring fund 13 2,625,337
Milk and milk products 10 331,138
Food programmes 8 33,310,984
School schemes 7 460,493
TOTAL EU27 1,642 218,756,931

For irregularities not reported as fraudulent, the category 'products of the wine-growing
sector' was the most frequently reported, but ‘fruit and vegetables' was the one with the
highest financial amounts. The category 'Food programmes' was impacted by few
irregularities, but high financial amounts. As mentioned, one single non-fraudulent
irregularity accounted for EUR 19 million.

3.3.4. Reasons for carrying out checks

To boost the capability to detect irregularities, the Commission recommended to the
Member States to improve risk analysis and the use of spontaneous reporting. Detection
capability is a key feature of the anti-fraud cycle, which contributes to the effectiveness and
efficiency of the system for the protection of the EU budget. In the 2017 PIF Report, an
analysis was made of the reasons for carrying out checks and led to the recommendation to
further exploiting the potential of risk analysis. The report also recommended to facilitating
and assessing the spontaneous reporting of potential irregularities and strengthening the
protection of whistle blowers that are also a crucial source for investigative journalism.%

So far, there has been little improvement on the ground (see Tables NR17-NR22). The
2017 PIF Report was adopted at the beginning of September 2018 and it may take time to
evolve effectively from reactive to proactive detections based on risk analyses. It should also
be considered that non-fraudulent irregularities that are detected and corrected at the national
level before including the expenditure in a statement submitted to the Commission for
reimbursement do not have to be reported in the Irregularity Management System (which is
the source for this Report). Therefore, if risk analyses have a higher impact in terms of ‘early’
detection of these irregularities, it would not be captured by Tables NR17-NR22. By contrast,
this exception does not apply to fraudulent irregularities, which should always be reported,
even when detected before expenditure is submitted to the Commission.

3.3.4.1. Irregularities in relation to rural development
With reference to rural development, there was no increase in the use of risk analysis or in the

number of irregularities detected following tips (e.g. from whistle blowers) or information
published by media.

With a focus on checks that led to discovering irregularities reported as fraudulent in rural
development, Table NR17 provides information on the number of checks that were carried

8 Section 9.2 of *29th Annual Report on the Protection of the EU’s financial interests — Fight against fraud —
2017, COM(2018)553 final and ‘Statistical evaluation of irregularities reported for 2017: own resources,
agriculture, cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2018)386 final.
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out due to reasons that can be linked to the recommendations mentioned in Section 3.3.4. For
the period 2016-2020, it compares the situation before 2018 with the situation in 2018-2020.
Over the past three years, Member States have reported the detection of only few
irregularities on the basis of risk analysis or similar (‘comparison of data’) ® or information
published by the media. The share of irregularities detected following tips fell from 8% to
3%.

Table NR17 - EU27

Irregularities reported as fraudulent - Rural development

Reason for performing

control 2016-2017 2018-2020
N. % EUR N % EUR

Risk analysis 15 4.3 1,891,514 2 0.6 39,399
Comparison of data 3 0.9 537,631 2 0.6 355,556
Probability checks 0 0.0 0 0 0.0 0
Statistical analysis 0 0.0 0 0 0.0 0

Tip from informant, whistle-blower etc. 27 7.8 2,282,175 10 3.1 1,020,970
Information published in the media 3 0.9 168,984 0 0.0 0
Total (1) 348 56,567,672 319 51,057,145

(1) Total number of irregularities classified as RD (rural development) and reported as fraudulent

Table NR18 provides the same information for irregularities not reported as fraudulent in
rural development. There was a slight increase in the use of risk analysis and possibly similar
methods. There were no significant changes in the irregularities reported as a result of tips
and media. With specific reference to risk analysis (in the strict sense), no additional Member
States started reporting this type of detections. From 2018-2020, detections based on risk
analysis (in the strict sense) were made by only seven Member States (over 60% of such
detections in Hungary).

Table NR18 - EU27
Irregularities not reported as fraudulent - Rural development

Reason for performing 20162017 2018.2020
control N. % EUR N. % EUR

Risk analysis 63 16 4,130,051 109 20 4,273,089
Comparison of data 28 0.7 1,779,514 52 1.0 1,310,101
Probability checks 12 0.3 803,880 30 0.6 871,841
Statistical analysis 13 0.3 200,316 0 0.0 0

Tip from informant, whistle-blower etc. 51 13 5,302,105 75 14 5,515,928
Information published in the media 4 0.1 129,628 15 0.3 7,252,843
Total (1) 3,960 234,297,011 5,420 258,046,804

(1) Total number of irregularities classified as RD (rural development) and not reported as fraudulent

3.3.4.2. Irregularities in relation to market measures

With reference to market measures, Table NR19 indicates no increase in the use of risk
analysis and in the number of fraudulent irregularities detected following information
published by media. The percentage of irregularities detected following tips increased from
4% to 6%, but this was based on few cases.

The categories 'scrutiny 4045' and scrutiny 485' refer to Regulation No 4045/1989 and
Regulation No 485/2008, respectively. These deal with the scrutiny of commercial
documents of those entities receiving payments from the Guarantee section of the EAGGF
(Reg. No 4045/1989) or from the EAGF (Reg. No 485/2008)%. Although Reg. No 485/2008
explicitly brought the concept of risk analysis, Reg. No 4045/1989 already required the
Member States to consider risk factors and concentrate on sectors or undertakings where the
risk of fraud is high. In 2018-2020, the share of fraudulent irregularities the Member States
reported on ' scrutiny 4045/scrutiny 485" fell.

8 Table NR17 includes reasons that may indicate the use of some forms of risk analysis (comparison of data,
probability checks and statistical analysis).

% Reg. 485/2008 repealed Reg. 4045/1989.
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Table NR19 - EU27

Irregularities reported as fraudulent - Market measures

Reason for performing
2016-2017 2018-2020
CoE L % EUR N % EUR
Risk analysis 12 16.4 1,120,413 0 0.0 0
Comparison of data 0 0.0 0 0 0.0 0
Probability checks 0 0.0 0 0 0.0 0
Statistical analysis 0 0.0 0 0 0.0 0
Scrutiny 4045 3 41 297,878 2 4.1 1,270,822
Scrutiny 485 32 43.8 3,299,931 10 204 506137
Tip from informant, whistle-blower etc. 3 4.1 30,824,206 3 6.1 1,080,667
Information published in the media 0 0.0 0 0 0.0 0
Total (1) 73 45,148,303 49 45,620,714

(1) Total number of irregularities classified as MM (market measures) and reported as fraudulent

Table NR20 provides the same information for irregularities not reported as fraudulent in
market measures. Over the past three years, there was a slight increase in the use of risk
analysis and possibly similar methods, in line with the findings for rural development (see
Section 3.3.4.1). The share of irregularities detected on the basis of 'scrutiny 4045/scrutiny
485" decreased by over eight percentage points. The share of irregularities detected following
tips slightly increased, but on the basis of few cases.

Table NR20 - EU27

Irregularities not reported as fraudulent - Market measures

Reason for performing
control 2016-2017 2018-2020
N. % EUR N. % EUR
Risk analysis 18 27 1,264,833 29 3.0 1,456,953
Comparison of data 0 0.0 0 4 0.4 60,857
Probability checks 7 1.0 193,905 5 0.5 178,042
Statistical analysis 0 0.0 0 0 0.0 0
Scrutiny 4045 84 12.4 6,896,606 128 133 9,678,362
Scrutiny 485 105 15.5 7,004,845 60 6.2 6,134,321
Tip from informant, whistle-blower etc. 2 0.3 933,196 8 0.8 23,310,129
Information published in the media 0 0.0 0 1 0.1 19,483
Total (1) 676 75,459,094 966 143,297,837

(1) Total number of irregularities classified as MM (market measures) and not reported as fraudulent

3.3.4.3. lIrregularities in relation to direct payments

With a focus on checks that led to discovering irregularities reported as fraudulent in direct
aid, Table NR21 shows that, apart from a falling share of the irregularities found as a result of
tips, the Member States detected just two irregularities on the basis of risk analysis or similar.

Table NR21 - EU27
Irregularities reported as fraudulent - Direct payments

Reason for performing
control 2016-2017 2018-2020
N. % EUR N. % EUR

Risk analysis 0 0.0 0 2 0.6 335,981
Comparison of data 0 0.0 0 0 0.0 0
Probability checks 0 0.0 0 0 0.0 0
Statistical analysis 0 0.0 0 0 0.0 0
Scrutiny 4045 0 0.0 0 0 0.0 0
Scrutiny 485 0 0.0 0 0 0.0 0

Tip from informant, whistle-blower etc. 8 4.2 152,306 6 1.7 460,274
Information published in the media 0 0.0 0 0 0.0 0
Total (1) 190 6,751,003 348 19,230,013

(1) Total number of irregularities classified as DA (direct payments) and reported as fraudulent

Table NR22 highlights irregularities not reported as fraudulent in direct aid. Over the past
three years, there was a slight increase in the use of risk analysis and possibly similar
methods; the share of irregularities rose from 3.5% to 4.5%. In particular, only 0.8% of cases
were started following a risk analysis (in the strict sense), but there was an increase in
‘comparison of data’ and ‘probability checks’. It is not clear what kind of activity was
reported under these reasons. There was no increase in the use of information published in the
media, while the use of tips increased as a reason for the irregularities detected (from 2% to
over 3%).
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Table NR22 - EU27

5 5 2016-2017 2018-2020
N. % EUR N. % EUR

Risk analysis 23 18 953,631 15 0.8 448,779
Comparison of data 19 15 490,132 55 31 1,264,274
Probability checks 2 0.2 419,327 13 0.7 283,601
Statistical analysis 0 0.0 0 0 0.0 0
Scrutiny 4045 3 0.2 1,700,083 0 0.0 0
Scrutiny 485 0 0.0 0 0 0.0 0

Tip from informant, whistle-blower etc. 27 21 468,986 59 3.3 1,425,314
Information published in the media 0 0.0 0 0 0.0 0
Total (1) 1,299 62,005,366 1,772 70,263,975

(1) Total number of irregularities classified as DA (direct payments) and not reported as fraudulent

3.4. Anti-fraud work carried out by the Member States

Previous sections have examined the trend and main features and characteristics of the
irregularities reported as fraudulent.

This section digs into some aspects linked to the anti-fraud work carried out and results
obtained by the Member States in particular. It analyses four aspects:

(1) Duration of irregularities (fraudulent and non-fraudulent). No analysis by Member State
IS presented in this section.

(2) The number of irregularities reported as fraudulent by each Member State (in 2020 and
over the past five years).

(3) the FDR (the ratio between the amounts involved in cases reported as fraudulent and the
payments made over the same period) and the IDR (the ratio between the amounts
involved in cases not reported as fraudulent and the payments made over same period)
over the past five years®®;

(4) the follow-up to suspected fraud.
3.4.1. Duration of irregularities

The Member States are requested to indicate the date or period when the irregularity was
committed. Of the 15 544 irregularities (fraudulent and non-fraudulent) reported by Member
States (and the UK) in 2016-2020 in relation to the CAP, 8 836 (57% of the total) involved
irregularities that were protracted over a span of time. For the 1 338 irregularities reported as
fraudulent, this rises to about 70%. The remaining part of the dataset refers to irregularities
which consisted of a single act identifiable on a precise date (about 42% of the whole dataset
and 29% of that including only the fraudulent irregularities) or for which no information was
provided®” (7% of the whole dataset, but only 1% of the irregularities reported as fraudulent).
The average duration of the irregularities that were protracted over time was 27 months (two
years and three months). For the irregularities reported as fraudulent, the average was three
month less: 24 months.

% The Member States have an obligation to report only irregularities for which payment and certification to the
Commission was made. As a consequence, the IDR focuses on the 'repression’ side of the anti-fraud cycle and
does not include the results of prevention. This does not apply to the FDR, as fraudulent cases must be reported
regardless.

67 This includes cases where the start date and the end date were not filled in.
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3.4.2. Detection of irregularities reported as fraudulent by Member State
3.4.2.1. Reported over the period 2016-2020

Table NR23 gives an overview of the irregularities reported as fraudulent by the Member
States over the period 2016-2020. It also shows the related amounts, overall payments under
the agricultural policy®® and the FDR.

Belgium, Cyprus and Malta have notified no irregularities as fraudulent. 15 other Member
States reported fewer than 30 potentially fraudulent irregularities; six Member States reported
between 30 and 60; and three Member States reported over 60.

The FDRs exceeded 0.40% in Bulgaria, Estonia and Romania. Romania was the Member State
that accounted for the highest number of irregularities, and Poland reported the highest financial
amounts involved.

Table NR23: Irregularities reported as fraudulent by Member State in 2016-
2020

Irregularities reported  Paymentsin FDR 2016-2020

as fraudulent 2016-20 2016-2020

AT 4 338,938 6,087,819,725 0.01%
BE 0 0 3,195,599,228 0.00%
BG 54 24,077,236 5,223,290,367 0.46%
cy 0 0 360,747,464 0.00%
cz 36 6,598,823 5,887,140,195 0.11%
DE 31 2,967,277 30,223,720,058 0.01%
DK 23 3,301,249 4,704,900,258 0.07%
EE 28 5,572,692 1,192,309,260 0.47%
ES 19 2,961,130 32,943,254,589 0.01%
Fi 1 41,297 4,321,996,978 0.00%
FR 47 4,012,048 46,459,408,085 0.01%
GR 5 75,083 13,352,965,335 0.00%
HR 12 1,611,555 2,413,485,620 0.07%
HU 37 3,686,279 8,434,812,845 0.04%
E 2 15,242 7,630,911,581 0.00%
m 162 14,931,475 27,379,205,124 0.05%
LT 23 3,759,254 3,347,919,082 0.11%
LU 1 15,857 227,588,227 0.01%
Lv 21 1,496,865 2,000,143,634 0.07%
MT 0 0 79,046,742 0.00%
NL 23 1,222,033 4,189,095,631 0.03%
PL 203 73,966,671 21,533,081,525 0.34%
PT 32 7,595,124 6,528,935,978 0.12%
RO 549 65,279,495 14,923,437,369 0.44%
SE 1 0 4,538,492,080 0.00%
Sl 4 226,393 1,230,085,667 0.02%

SK 20 2,777,845 3,120,938,003 0.09%

TOTAL EU27 1,338 226,529,861 261,530,330,650
UK @ 24 679,874
(1) As of 1 February 2020, the UK is no longer part of the EU

Number of irregularities (size) and financial amounts invalved (colour - see legend)

AT BG CZ DEDK EE ES FI FR GRHRHU IE IT LT LU LV NL PL PT RO 5E 51 5K  Financial amounts

o 73,566,671

8 Payments are taken from the Annual Activity Reports (AAR) of the Commission’s Directorate-General for
Agriculture and Rural Development from 2016 to 2020. In particular, reference is made to the tables on pages
61-63 of the AAR 2016, pages 74-76 of the AAR 2017, pages 90-92 of the AAR 2018, pages 74-76 of the AAR
2019, pages 52-54 of the AAR 2020.
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3.4.2.2. Reported in 2020

Table NR24 gives an overview of the irregularities reported as fraudulent in 2020, broken
down by Member State. It also shows the related amounts, overall payments for the common
agricultural policy and the FDR.

Ten Member States reported no irregularities as fraudulent. Most Member States reported
fewer than 30 fraudulent irregularities; only Romania reported over 30 fraudulent
irregularities.

The highest FDRs were recorded in Estonia (1%) and Romania (about 0.5%). Romania reported
the highest number of irregularities and related financial amounts.

Table NR24: Irregularities reported as fraudulent by Member State in 2020

Paymentsin
2020

Irregularities reported
as fraudulent in 2020

FDR 2020

BG 4 1,091,892 1,103,268,339 0.10%
cz 2 209,981 1,276,493,346 0.02%
DE 12 629,097 6,241,854,768 0.01%
DK 12 853,152 922,123,025 0.09%
EE 19 2,456,281 245,352,903 1.00%
ES 2 1,218,356 6,950,646,440 0.02%
FR 262,704 9,394,601,342 0.00%
HU 2 41,967 1,873,228,143 0.00%
m 23 2,406,166 5,806,544,240 0.04%
LT 1 76,103 673,741,294 0.01%
LV 5 294,096 430,328,386 0.07%
NL 1 45,842 818,096,461 0.01%
PL 6 363,041 4,633,876,587 0.01%
PT 4 476,067 1,367,927,300 0.03%
RO 148 16,545,742 3,143,095,142 0.53%
S 1 103,152 266,617,276 0.04%
SK 5 1,311,492 653,971,967 0.20%
TOTAL EU27 255 28,385,131 54,581,342,940 0.05%
UK @ 9 406,925

(1) As of 1 February 2020, the UK is no longer part of the EU

Vumber of irreguilzeties (size) and finanda! amounts involved (colour - see

sgend
BG CZ DE DK EE ES FR HU IT LT LW NL PL PT RO 51 SK Financial amounts

41,567 16,545,742

3.4.3. Fraud and Irregularity Detection by sector and Member State
3.4.3.1. Rural development

Table NR25 and Map NR1 provide an overview of the irregularities reported as fraudulent by
the Member States over the period 2016-2020 for rural development expenditure. It also
shows the total payments made for rural development and the FDR. As mentioned, the
irregularities refer exclusively to the rural development component.
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Table NR25: Rural development: number of irregularities reported as fraudulent 2016-
2020, amounts involved and fraud detection rate by Member State

Irregularities reported as Payments 2016- FDR 2016-2020
fraudulent 2016-20 2020

AT 2 78,834 2,497,138,075 0.00%
BG 41 7,689,460 1,247,684,752 0.62%
cz 31 2,620,687 1,564,418,577 0.17%
DE 20 1,813,208 5,358,493,645 0.03%
DK 19 3,179,945 468,637,567 0.68%
EE 28 5,572,692 541,668,904 1.03%
ES 6 485,040 4,671,858,064 0.01%
Fi 1 41,297 1,655,412,219 0.00%
FR 8 929,921 8,046,336,808 0.01%
GR 4 64,643 2,916,796,503 0.00%
HR 9 1,453,557 1,146,228,482 0.13%
HU 27 2,671,481 1,867,837,642 0.14%
IE 1 2,750 1,484,961,327 0.00%
m 27 3,312,383 5,570,088,491 0.06%
LT 22 3,716,955 1,017,754,503 0.37%
LV 21 1,496,865 820,746,687 0.18%
NL 5 219,906 390,658,685 0.06%
PL 117 10,497,059 4,179,458,699 0.25%
PT 22 7,000,791 2,670,944,169 0.26%
RO 244 53,067,527 5,928,905,767 0.90%
SI 2 131,987 514,282,093 0.03%
SK 10 1,577,826 876,805,679 0.18%

TOTAL EU27 107,624,814 56,983,235,265
UK @ 16 370,579
(1) As of 1 February 2020, the UK is no longer part of the EU

Number of irreguiarities (size) and financial amounts invalved (colour - see legand)

AT BG CZ DEDK EE ES FI FR GRHRHU IE IT LT LV NL PL PT RO 51 SK Financial amounts
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2,750 53,057,527
Estonia, Romania, Denmark, and Bulgaria recorded the highest FDR. The FDR was higher
than the EU average also in Lithuania, Portugal and Poland. 22 Member States reported
fraudulent cases concerning rural development spending over the period 2016-2020. Romania
and Poland reported the highest number of cases, and Romania reported the highest financial
amounts involved.
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Map NR1: Fraud Detection Rate by Member State (EU27)
Rural development - 2016-2020 (%)

FI
0.00

<,

In this map, ‘0.00’ indicates low financial amounts involved in the irregularities, in proportion to the payments received.
If no relevant irregularities were reported, no FDR is calculated and the Member State is grey. See Table NR 25.

UK is not included.

Table NR26 and Map NR2 provide an overview of the irregularities not reported as
fraudulent by the Member States over the period 2016-2020 concerning rural development
expenditure. Table NR26 also shows the total payments for rural development and the IDR.
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Table NR26: Rural development: number of irregularities not reported as fraudulent
2016-2020, amounts involved and irregularity detection rate by Member State

Irregularities ngt reported as Paymentsin IDR 2016-20
Member fraudulent in 2016-20 2016-20
State

AT 32 1,256,128 2,497,138,075 0.05%
BE 55 1,393,796 313,186,762 0.45%
BG 801 51,947,973 1,247,684,752 4.16%
cz 188 6,971,049 1,564,418,577 0.45%
DE 199 11,383,048 5,358,493,645 0.21%
DK 31 1,314,179 468,637,567 0.28%
EE 169 8,053,817 541,668,904 1.49%
ES 779 27,903,746 4,671,858,064 0.60%
FI 50 1,131,856 1,655,412,219 0.07%
FR 544 10,341,247 8,046,336,308 0.13%
GR 572 8,792,293 2,916,796,503 0.30%
HR 113 4,636,243 1,146,228,482 0.40%
HU 487 18,059,529 1,867,837,642 0.97%
IE 51 1,650,261 1,484,961,327 0.11%
m 715 81,070,472 5,570,088,491 1.46%
LT 396 17,342,425 1,017,754,503 1.70%
LU 1 39,266 58,384,864 0.07%
LV 64 1,997,203 820,746,687 0.24%
MT 13 771,587 51,510,176 1.50%
NL 62 1,608,634 390,658,685 0.41%
PL 899 40,088,380 4,179,458,699 0.96%
PT 1,507 80,395,843 2,670,944,169 3.01%
RO 1,455 102,944,079 5,928,905,767 1.74%
SE 16 813,622 1,043,760,917 0.08%
Sl 56 1,696,435 514,282,093 0.33%
SK 125 8,740,703 876,805,679 1.00%
TOTAL EU27 9,380 492,343,814 56,983,235,265 0.86%
UK @ 312 7,369,876

(1) As of 1 February 2020, the UK is no longer part of the EU

Number of rreguiarities (size) and financial amounts involved (colour - see legend)

AT BEBG CZ DE DK EE ES FI FR GRHRHU IE IT LT LU LV MTNL PL PT RO SE SI SK  Financial amounts
N BN LN LD | | BN
35,266 103M
Bulgaria (4.2%) and Portugal (3%) recorded the highest IDR. The IDR was higher than the
EU average also in Romania, Lithuania, Malta, Estonia, Italy, Slovakia, Hungary and Poland.
Romania and Portugal reported the highest number of cases, and Romania, Italy and Portugal
reported the highest financial amounts involved.
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Map NR2: Irregularitity Detection Rate by Member State (EU27)
Rural development - 2016-2020 (%)

If no relevant irregularities were reported, no FDR is calculated and the Member State is grey. See Table NR 26. UK is not included.

Tables NR25 and NR26 indicate that the reporting of irregularities was concentrated in a few
Member States. The top two Member States in terms of number of detections (Romania and
Poland) reported 54% of all fraudulent irregularities related to rural development (59% in
terms of the financial amounts involved), while they received about 18% of payments. For
non-fraudulent irregularities, the top two Member States (Romania and Portugal) reported
32% of cases and 37% of the financial amounts involved, but received about 15% of
payments.

The concentration of detections was analysed in detail in the 2018 PIF Report for the period
2014-2018.%° The analysis suggests that the concentration of detections went beyond what
could be expected from the concentration of payments related to rural development among
Member States. This could be due to many different factors, including different underlying
levels of irregularities and fraud, differences in the quality of prevention or detection work or
different practices concerning the stage of the procedure when potentially fraudulent
irregularities were reported. This difference in concentration between detections and
payments was less pronounced for non-fraudulent irregularities, which could be taken as an
indication of more uniform approaches to management and administrative checks, although
data on individual Member States highlighted significant discrepancies. The concentration of
detections was instead more accentuated for fraudulent irregularities, suggesting that different
approaches to criminal investigation and prosecution could be an additional and significant
factor explaining the different levels of detection among Member States.

8 Section 3.4.3.1 of “Statistical evaluation of irregularities reported for 2018: own resources, agriculture,
cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2019)365 final.
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3.4.3.2. Market measures

Table NR27 and Map NR3 provide an overview of the irregularities reported as fraudulent by
the Member States over the period 2016-2020 for market measures expenditure. The table
also gives the total payments for market measures and the FDR."®

Table NR27: Market measures: number of irregularities reported as fraudulent 2016-
2020, amounts involved and fraud detection rate by Member State

Irregularities reported as Payments

fraudulent 2016-20 20{6-2020 FOR 20£6°2020
AT 2 260,104 137,630,358 0.19%
BG 13 16,387,775 145,173,065 11.29%
cz 2 3,953,696 106,852,181 3.70%
DE 2 301,054 765,942,466 0.04%
DK 1 95,217 75,898,628 0.13%
ES 3 1,267,379 2,854,147,880 0.04%
FR 39 3,082,126 2,913,874,205 0.11%
HR 1 135,153 51,833,652 0.26%
HU 10 1,014,798 227,965,493 0.45%
m 2 1,713,309 3,259,800,512 0.05%
LT 1 42,299 71,174,425 0.06%
PL 31 60,720,887 504,805,026 12.03%
PT 576,963 539,685,105 0.11%
RO 1,123,850 233,987,952 0.48%
S| 2 94,406 38,963,525 0.24%

TOTAL EU27 90,769,016 13,332,954,553
UK ® 0 0
(1) As of 1 February 2020, the UK is no longer part of the EU

(size) and financial

¥ - see legend)

AT BG CZ DE DK ES FR HRHU IT LT PL PT RO Sl Financial amounts
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42,295 60,720,887
FDR was the highest in Poland and Bulgaria, but significantly higher than the EU average also in
Czechia. 15 Member States reported fraudulent cases in this area. France and Poland reported the
highest number of cases and Poland and Bulgaria reported the highest financial amounts
involved.

0 Some of these irregularities do not refer exclusively to market measures, but the reporting authority may have
also included budget lines/posts referring to other measures (i.e. direct aid, rural development or other payments
related to budget years before 2006). The full financial amounts of these irregularities are included in these
tables.



Common Agricultural Policy

Map NR3: Fraud Detection Rate by Member State (EU27)
Market measures - 2016-2020 (%)

If no relevant irregularities were reported, no FDR is calculated and the Member State is grey.
See Table NR 27. UK is not included in the map.

Table NR28 and Map NR4 provide an overview of the irregularities not reported as
fraudulent by the Member States over the period 2016-2020 in relation to market measures. It
also gives the total payments for expenditure under market measures and the IDR.
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Table NR28: Market measures: number of irregularities not reported as fraudulent
2016-2020, amounts involved and irregularity detection rate by Member State

Irregularities not reported as
fraudulent in 2016-20

Paymentsin

201620 IDR 2016-20

AT 11 905,166 137,630,358 0.66%
BE 7 252,705 379,393,765 0.07%
BG 17 3,194,312 145,173,065 2.20%
Ccz 4 280,918 106,852,181 0.26%
DE 12 223,735 765,942,466 0.03%
DK 2 145,365 75,898,628 0.19%
ES 427 25,490,550 2,854,147,880 0.89%
Fl 2 36,798 51,040,402 0.07%
FR 333 21,256,123 2,913,874,205 0.73%
GR 22 693,430 330,916,390 0.21%
HR 5 155,826 51,833,652 0.30%
HU 108 9,227,528 227,965,493 4.05%
T 296 15,459,764 3,259,800,512 0.47%
LT 5 337,371 71,174,425 0.47%
MT S 372,454 2,109,533 17.66%
NL 46 2,078,547 272,185,480 0.76%
PL 115 90,144,075 504,805,026 17.86%
PT 130 4,584,880 539,685,105 0.85%
RO 89 41,673,046 233,987,952 17.81%
SE 1 2,006,590 80,020,911 2.51%
S| 4 118,976 38,963,525 0.31%
SK 3 118,772 54,083,353 0.22%

TOTAL EU27 1,642 218,756,931 13,332,954,553
UK @ 6 202,973
(1) As of 1 February 2020, the UK is no longer part of the EU

Number of irreguiarities (size) and financial amounts invoived (colour - see fegend)
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The IDR exceeded 17% in Poland, Romania and Malta. It was higher than the EU average also in
Hungary, Sweden and Bulgaria. 22 Member States reported non-fraudulent cases concerning
market measures. Spain, France and lItaly reported the highest number of cases and Poland,
Romania, Spain and France reported the highest financial amounts involved.
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Map NR4: Irregularity Detection Rate by Member State (EU27)
Market measures - 2016-2020 (%)

If no relevant irregularities were reported, no FDR is calculated and the Member State is grey. See Table NR 28.

UK is not included in the map.

Tables NR27 and NR28 indicate that the reporting of irregularities was concentrated in a few
Member States. The top two Member States in terms of number of detections (France and
Poland) reported about 57% of all fraudulent irregularities (70% of irregular financial
amounts) related to market measures, while they received about 25% of payments. For non-
fraudulent irregularities, the top two Member States in terms of number of detections (Spain
and France) did not overlap with the highest ranking Member States in terms of the financial
amounts involved (Poland and Romania). Poland and Romania reported about 60% of the
irregular financial amounts and received about 5% of payments.

As mentioned in Section 3.4.3.1, the concentration of detections was analysed in detail in the
2018 PIF Report, covering the period 2014-2018."* The analysis suggests that the level of
concentration of detections went beyond what could be expected given the concentration of
payments related to market measures among Member States, especially for fraudulent
irregularities. This suggests the need for more uniform practice in criminal investigation and
prosecution to protect the EU budget.

" Section 3.4.3.2 of “Statistical evaluation of irregularities reported for 2018: own resources, agriculture,
cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2019)365 final.
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3.4.3.3. Direct payments to farmers

Table NR29 and Map NRS5 provide an overview of the irregularities reported as fraudulent by
the Member States over the period 2016-2020 in relation to direct payments to farmers. It
also shows the total payments for direct payments and the FDR."?

Table NR29: Direct payments: number of irregularities reported as fraudulent 2016-
2020, amounts involved and fraud detection rate by Member State

Irregularities reported as Payments 2016-
Member fraudulent 2015-19 " 020 FOR 201612020
State

cz 3 24,440 4,215,869,437 0.00%
DE 9 853,014 24,099,283,947 0.00%
DK 3 26,087 4,160,364,063 0.00%
ES 9 110,355 25,417,248,645 0.00%
GR 1 10,440 10,105,252,442 0.00%
HR 2 22,845 1,215,423,486 0.00%
m 133 9,905,783 18,549,316,121 0.05%
LU 1 15,857 165,345,109 0.01%
NL 18 1,002,127 3,526,251,466 0.03%
PL 50 2,445,646 16,848,817,800 0.01%
PT 2 17,370 3,318,306,704 0.00%
RO 298 10,348,517 8,760,543,650 0.12%
SK 9 1,198,535 2,190,048,971 0.05%

TOTAL EU27 25,981,016 191,214,140,832
UK @ 8 309,295
(1) As of 1 February 2020, the UK is no longer part of the EU

CZ DE DK ES GRHR IT LU NL PL PT RO SK  Financial amounts
. -l - " om . .

10,440 10,348,517
Romania recorded the highest FDR, at 0.12%, followed by Italy and Slovakia, at 0.05%. Thirteen
Member States have reported fraudulent cases in this area. Romania and ltaly reported the
highest number of cases and financial amounts involved.

2 Some of these irregularities do not refer exclusively to direct aid, but the reporting authority may have also
included budget lines/posts referring to other measures (i.e. market measures, rural development or other
payments related to budget years before 2006). The full financial amounts of these irregularities are included in
these tables.
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Map NRS5: Fraud Detection Rate by Member State (EU27)
Direct aid to farmers - 2016-2020 (%)

In this map, ‘0.00 indicates low financial amounts involved in the irregularities, in proportion to the payments
received. If no relevant irregularities were reported, no FDR is calculated and the Member State is grey.
See Table NR 29. UK is not included in the map.

Table NR30 and Map NR6 provide an overview of the irregularities not reported as
fraudulent by the Member States over the period 2016-2020 in relation to direct payments. It
also shows the total payments for direct aid and the IDR.
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Table NR30: Direct payments: number of irregularities not reported as fraudulent 2016-
2020, amounts involved and irregularity detection rate by Member State

Irregularities not reported as Paymentsin IDR 2016-20
fraudulent in 2016-20 2016-20
AT 7 88,196 3,453,051,292 0.00%
BE 29 512,134 2,503,018,701 0.02%
cz 29 440,584 4,215,869,437 0.01%
DE 150 4,193,242 24,099,283,947 0.02%
DK 22 516,431 4,160,364,063 0.01%
ES 344 9,307,716 25,417,248,645 0.04%
Fi 10 313,232 2,615,544,357 0.01%
FR 7 191,796 35,499,197,072 0.00%
GR 148 2,630,777 10,105,252,442 0.03%
HR 50 1,191,169 1,215,423,486 0.10%
HU 39 1,432,455 6,339,009,710 0.02%
E 17 341,232 6,015,599,267 0.01%
m 1,391 81,912,298 18,549,316,121 0.44%
LT 140 2,851,886 2,258,990,154 0.13%
LV 4 69,038 1,139,656,748 0.01%
NL 36 688,715 3,526,251,466 0.02%
PL 57 2,053,844 16,848,817,800 0.01%
PT 35 960,232 3,318,306,704 0.03%
RO 518 19,663,530 8,760,543,650 0.22%
S| 3 42,949 676,840,049 0.01%
SK 85 2,867,885 2,190,048,971 0.13%

TOTAL EU27 3,071 132,269,341 191,214,140,832
UK @ 130 2,930,455
(1) As of 1 February 2020, the UK is no longer part of the EU

Number of irreguiarities (size) and financial amounts invelved (colour - see lagend)

ATBE CZDEDKES FI FR GRHRHU IE IT LT LV NL PL PT RO 51 SK  Financial ameounts

u = W - m - . ] u . . . ] . u N u . . u
42,543 81,512,298

The IDR was the highest in Italy (0.44%), double the rate for Romania, which ranked second. 21
Member States have reported non-fraudulent cases in direct aid.
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Map NR6: Irregularity Detection Rate by Member State (EU27)
Direct aid to farmers - 2016-2020 (%)
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In this map, ‘0.00° indicates low financial amounts involved in the irregularities, in proportion to the payments received. If no relevant
irregularities were reported, no FDR is calculated and the Member State is grey. See Table NR 30. UK is not included in the map.

Tables NR29 and NR30 suggest that the reporting of irregularities was concentrated in a few
Member States. The top two Member States in terms of number of detections (Romania and
Italy) reported 80% of all fraudulent irregularities (and 78% of irregular financial amounts)
related to direct aid, while they received about 14% of payments. With reference to non-
fraudulent irregularities, the top two Member States in terms of number of detections (Italy
and Romania) reported about 62% of such irregularities (and 77% of irregular financial
amounts), while they received about 14% of payments.

The concentration of detections in relation to direct payments to farmers was analysed in
detail in the 2018 PIF Report, covering the period 2014-2018.7 The analysis suggests that the
concentration of detections went beyond what could be expected given the level of
concentration of payments related to direct aid to farmers among Member States. This may
be due to different factors, including no uniform management and control systems and, for
the fraudulent irregularities, different approaches to criminal investigation and prosecution to
protect the EU financial interests.

3.4.4. Follow-up to suspected fraud

In the 2019 PIF Report, a new analysis was carried out into the follow-up Member States
give to suspected fraud. The analysis covers the irregularities reported as suspected fraud

3 Section 3.4.3.3 of ‘Statistical evaluation of irregularities reported for 2018: own resources, agriculture,
cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2019)365 final
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from 2007 to 2013 and look at whether these irregularities have been dismissed, are still
pending as suspected fraud or have been confirmed as established fraud. Details on the
methodology for this analysis can be found in the 2019 PIF Report. '

Table NR31 includes the update of the dismissal ratio, established fraud ratio and pending
ratio. The dismissal ratio gives the percentage of fraudulent irregularites reclassified as non-
fraudulent over their lifetime, until end of 2020.” The established fraud ratio gives the
percentage of fraudulent irregularities classified as established fraud by the end of 2020.7
The pending ratio gives the percentage of fraudulent irregularities still classified as suspected
fraud at the end of 2020. ’” The three percentages sum up to 100%.

Table NR31 - CAP - Programming Period 2007-2013,
irregularities reported during the period 2007-2013

Dismissal SR Pending
fraud

AT 0 0 1 14 6 86 0

BE 0 0 1 13 7 88 0
BG 24 10 60 26 146 63 72
cy 0 0 0 0 1 100 100
Ccz 14 88 2 13 0 0 NA
DE 10 42 4 17 10 42 40
DK 13 11 0 0 105 89 27

EE 1 5 7 33 13 62 0
ES 13 65 0 0 7 35 14
FR 10 50 0 0 10 50 30
GR 7 30 1 4 15 65 93
HU 57 78 6 8 10 14 30

IE 0 0 0 0 4 100 0
T 31 35 7 8 51 57 78

LT 0 0 0 0 1 100 0
LU 0 0 0 0 1 100 100
LV 2 22 4 44 3 33 33
MT 0 0 0 0 5 100 100
NL 0 0 0 0 1 100 100
PL 31 22 24 17 89 62 39

PT 0 0 0 0 1 100 0
RO 3 2 16 11 125 87 91
SE 0 0 0 0 6 100 83
Sl 0 0 4 31 9 69 11
SK 0 0 1 50 1 50 100
EU27 216 22 138 14 627 64 58

Similar to 2019, about 22% of the irregularities reported as fraudulent were dismissed
by the end of 2020. Another 64% of these irregularities were still pending and for about
40% of these cases, no change of status is to be expected. This is because about 40% of the
irregularities still labelled as suspected fraud at the end of 2020 were closed. This would
indicate a significant underestimation of the dismissal ratio, which could be already

4 See Section 3.4.4. of “Statistical evaluation of irregularities reported for 2019: own resources, agriculture,
cohesion and fisheries policies, pre-accession and direct expenditure’, SWD(2020)160 final (part 1/3)

5 IRQ2 stands for non-fraudulent irregularities, IRQ3 stands for suspected fraud, IRQ5 stands for established
fraud. The following paths are considered for the dismissal ratio: IRQ3IRQ2, IRQ2IRQ3IRQ2,
IRQ5IRQ3IRQ2, IRQ3IRQ2IRQ5IRQ3IRQ2, IRQ3IRQ5IRQ3IRAQ2, IRQ5IRQ2.

6 The following paths are considered for the established fraud ratio: IRQ3IRQ5, IRQ2IRQ3IRQ5, IRQ2IRQ5,
IRQ5, IRQ5IRQ3IRQ5, IRQ3IRQ2IRQS.

7 The following paths are considered for the pending ratio: IRQ3, IRQ2IRQ3, IRQ5IRQ3, IRQ3IRQ2IRQ3,
IRQ3IRQ5IRQS.
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considered above 45%, and could potentially exceed 85% if most of the pending cases of
suspected fraud are dismissed.

The dismissal ratio varied across the Member States. High dismissal ratios, especially
when associated with high pending ratios, may be either due to the detection phase or to
the investigation/prosecution phase. Low dismissal ratios may be positive, but they may
also be the result of many irregularities still pending. After seven years following the end
of the period under consideration (2007-2013), the dismissal ratio was zero or very low in
many Member States. This indicator must be read in combination with the pending ratio. The
pending ratio indicates that the dismissal ratio may increase in the future (depending on the
number of cases that are still open) or that the dismissal ratio may be underestimated
(depending on the number of cases that are already closed).

There were few cases of established fraud. This may indicate the need to invest further
in the investigation/prosecution phase. At EU-27 level, the established fraud ratio was
14%. It was zero or very low in many Member States. In general, the established fraud ratio
is not likely to increase significantly because, although 64% of cases are still classified as
suspected fraud (pending ratio), about 40% are already closed and, in any case, between 7
and 14 years have already passed since the irregularity was detected.

3.5. Recovery cases

For an in-depth analysis of recovery and financial corrections in the CAP, see the DG
AGRI’s 2020 Annual Activity Report and the 2020 Annual Management and Performance
Report for the EU Budget’®.

MAIN FINDINGS
Fraudulent irregularities

Over the period 2016-2020, the number fraudulent irregularities in support to agriculture
expenditure was rather stable. This was the case also for the financial amounts involved, apart
from a significant increase in 2017-2018, caused by just two cases related to market
measures.

The fraudulent irregularities in rural development expenditure were related to both PP 2007-
2013 and PP 2014-2020. The number of irregularities related to PP 2007-2013 fell sharply as
from 2017. This is line with the multiannual nature of the PP, which closed in 2015. The drop
was not compensated by the increase in detections related to PP 2014-2020. During the first
seven years of implementation, the management and control systems for PP 2014-2020
detected much fewer fraudulent irregularities than the systems for PP 2007-2013, during the
first seven years of that PP (during 2009-2013). This slow start should be closely monitored
to ensure it is not due to a reduced focus on combatting fraud.

During 2016-2020, more fraud was detected in rural development than in support to
agriculture expenditure, in proportion to the payments received by the Member States. The
weight of the financial amounts involved in fraudulent irregularities on payments (fraud
detection rate - FDR) for rural development was three times that for support to agriculture
(0.19% versus 0.06%). The FDR was 0.1% for the overall CAP expenditure. Reimbursement-
based expenditure, such as rural development, is more prone to errors than entitlement-based

8 COM (2021) 301 final on 8/6/2021. See also the Communication from the Commission to the Parliament, the
Council and the Court of Auditors on the Protection of the EU budget — COM(2016)486 on 18/7/2016.
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expenditure and provides more opportunities for fraudsters. Most support to agriculture
payments concern direct aid to farmers, which recorded the lowest FDR, at 0.01%. In this
area the integrated administration and control system and the parcel identification system
support cross-checks, which enhances prevention. However, the other component of support
to agriculture, market measures, accounted for the highest FDR, at 0.68%. Excluding a few
irregularities involving exceptional financial amounts, the FDR was still 0.32%, nearly
double that for rural development.

The detection of fraudulent irregularities was concentrated in few Member States. The level
of concentration goes beyond what could be expected given the level of concentration of
corresponding payments. This could be due to many different factors, including different
underlying levels of irregularities and fraud, differences in the quality of prevention or
detection work or different practices concerning the stage of the procedure when potentially
fraudulent irregularities are reported. The concentration of detections was more accentuated
for fraudulent rather than for non-fraudulent irregularities. This suggests that different
approaches to criminal investigation and prosecution could be an additional and significant
factor explaining the different levels of detection among Member States.

In most fraudulent irregularities, the ‘persons involved’ tend to be legal entities. Most are
private companies, followed by non-profit organisations, in particular associations. Most
fraudulent irregularities involve a single entity.

Non-fraudulent irregularities

Over the period 2016-2020, non-fraudulent irregularities in support to agriculture expenditure
continued to be rather stable. The irregular financial amounts linked to this part of the budget
fluctuated strongly, mainly due to three cases related to market measures involving over EUR
10 million each reported in 2017 and 2019, and none detected in 2016, 2018 and 2020.

Non-fraudulent irregularities in rural development expenditure concerned both PP 2007-2013
and PP 2014-2020. The number of irregularities related to PP 2007-2013 fell sharply from
2016 to 2019. As for fraudulent irregularities, this was expected since this PP closed in 2015.
The increase in detections related to PP 2014-2020 did not compensate for the decrease. This
slow start is more in line with the situation at the start of PP 2007-2013 (see fraudulent
irregularities in rural development). During the first seven years of implementation, the
management and control systems for PP 2014-2020 detected a number of irregularities
similar to the level achieved by the systems for PP 2007-2013 over the first seven years of
implementation of that PP (i.e. during 2009-2013).

The number of non-fraudulent irregularities in rural development expenditure has regularly
and significantly exceeded those in support to agriculture throughout the entire 2016-2020
period, with over double the number of irregularities. The ratio of the financial amounts
involved in non-fraudulent irregularities on payments (the irregularity detection rate - IDR)
was very different between the two types of support, as it was 0.16% for support to
agriculture and 0.86% for rural development (0.33% for the overall CAP expenditure). Most
of support to agriculture payments concern direct payments to farmers, which recorded the
lowest IDR, at 0.07%. This is consistent with the the findings of the European Court of
Auditors, according to which payments made on an entitlement basis (such as direct
payments to farmers, which represent most of CAP expenditure) is less prone to error than
reimbursement-based expenditure (such as rural development). However, another part of
support to agriculture, market measures, accounted for the highest IDR, at 1.64%. Excluding
a few irregularities involving exceptional financial amounts, the IDR was 1.23%, still 50%
higher than that for rural development.
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Types of violation — support to agriculture

Over the period 2016-2020, fraudulent irregularities in support to agriculture mainly
concerned the documentary proof. Fraudulent irregularities concerning the request were also
prevalent. In most cases, it was due to falsified documentary proof or falsified requests. A
wide range of documents can be falsified, such as invoices and lease agreements. Requests
for aid may include false information about the eligible area, compliance with other
conditions for aid, etc. Irregularities concerning ‘over declaration and/or declaration of
fictitious product, species and/or land' were also frequently detected.

The Member States detected few fraudulent cases related to the implementation of the action,
but these cases accounted for the second highest financial amounts involved. High average
financial amounts (about EUR 1.8 million) were recorded in several cases of conflict of
interest combined with other violations. These irregularities were related to the market
measure ‘promotion’ and were investigated by OLAF, which uncovered a complex fraudulent
scheme, mainly based on price inflation, kickback payments and money laundering. The
public procurement procedures were also breached via a solid network of companies based in
different countries. In some cases, the manipulation was possible also due to the collusion of
the beneficiaries.

One Member State reported a significant number of fraudulent cases of beneficiaries creating
artificial conditions to receive financial support, under the category ‘ethics and integrity’. For
example, beneficiaries may artificially split agricultural holdings and request aid via several
linked companies, to avoid degressive aid rates or limits in terms of area or animals. Either
the other Member States failed to detect similar irregularities or they reported them under
other categories.

Non-fraudulent violations mostly concerned requests for aid. These requests were often
falsified, which would not be expected for non-fraudulent irregularities. Similar findings
apply to violations concerning documentary proofs, which were also quite frequent. Other
prevalent types of irregularities not reported as fraudulent in support to agriculture
expenditure concerned the implementation of the action, the 'over declaration and/or
declaration of fictitious product, species and/or land' and the operator not having the required
quality.

For non-fraudulent irregularities, the highest financial amounts were due to infringements
concerning the implementation of the action. In this area, the three most reported types of
violations concerned the action itself (not implemented or not completed), and refusal to
repay not spent or unduly paid amounts.

Types of violations — rural development

Similar to irregularities in support to agriculture payments, over the period 2016-2020,
irregularities in rural development mainly involved cases of falsified documentary proof or,
to a lesser extent, falsified requests for aid. This may include falsified invoices, declarations
of equipment as new while it is second-hand, bids in the context of procurement and
information on compliance with conditions for receiving the aid. A significant number of
rural development fraudulent irregularities were related to the action, which was often not
implemented.

One Member State reported a high number of rural development fraudulent cases of
beneficiaries creating artificial conditions to receive financial support, under the category
‘ethics and integrity’ (see also support to agriculture). Only one irregularity was reported as
corruption. Conflicts of interest were reported more often, especially in the context of public
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procurement, together with other irregularities such as falsified requests for aid or
documentary proof.

The highest number of non-fraudulent irregularities in rural development were related to the
action, most often not completed, not implemented or delayed. Violations concerning the
documentary proof (most often missing) or the beneficiary (most often not having the
required quality) were also prevalent. They were also often combined with the violations
concerning the action and with each other. Several cases of falsified documents or requests of
aid were reported, which would not be expected for non-fraudulent irregularities.

There were just a few reported cases of conflict of interest. In 2020, the detection of non-
fraudulent 'over declaration and/or declaration of fictitious product, species and/or land'
sharply increased.

Zooming in on market measures

Individual fraudulent and non-fraudulent irregularities involving the highest financial
amounts are often related to market measures. From 2016-2020, the few, but high-impact
irregularities were related to aid to producer groups for preliminary recognition in the ‘fruits
and vegetables’ sector and a food programme for deprived persons.

The highest number of irregularities reported as fraudulent was related to national support
programmes for the wine sector. Recent analysis showed that in this domain irregularities
affect (i) investment measures; (ii) promotion, especially in non-EU markets; (iii) and the
restructuring and conversion of vineyards.

The highest total financial amount was related to market measures concerning fruits and
vegetables. In this context, recent analysis showed that fraudulent irregularities have an
impact in particular on aid for producer groups for preliminary recognition, especially
investment measures. After fruits and vegetable, the second highest total financial amount
involved in fraudulent irregularities concerned the measure ‘promotion’. Recent analysis
showed that in this sector, irregularities concern both the EU and non-EU markets, with
higher financial amounts involved in non-EU markets.

For irregularities not reported as fraudulent, the category 'products of the wine-growing
sector' was the most frequently reported, but the highest total financial amount was for ‘fruit
and vegetables'. The category ‘food programmes' was affected by few irregularities, but they
accounted for high financial amounts, also due to one non-fraudulent irregularity.

Follow-up on the recommendation to improve detection capabilities

Detection capability is key to the effectiveness and efficiency of the system for the protection
of the EU budget. In the context of past PIF reports, the Commission recommended to the
Member State to further exploiting the potential of risk analysis. The Commission also
recommended improving the spontaneous reporting of potential irregularities and
strengthening the protection of whistle blowers, who are also a crucial source for
investigative journalism. So far, there has been little improvement on the ground, at least in
terms of detections after requests for reimbursement are sent to the Commission.

Anti-fraud work carried out by the Member States

The Member States are requested to indicate the date or period when the irregularity was
committed. Most irregularities covered extended spans of time, particularly in cases of
fraudulent irregularities, consistent with their intentional nature. The average duration of
these protracted irregularities is about two years, both for fraudulent and non-fraudulent
cases.

61



Common Agricultural Policy

Detection rates are the outcome of the checks carried out by the Member States and they can
vary across Member States due to different underlying levels of irregularities and fraud, but
also due to differences in the quality of prevention or detection work or different reporting
practices. Over the period 2016-2020, the FDR exceeded 0.40% in Bulgaria, Estonia and
Romania. However, the picture changes depending on the CAP sector. For rural development,
Estonia, Romania, Denmark, and Bulgaria recorded the highest FDRs, while Bulgaria and
Portugal scored the highest IDRs. For market measures, the FDR was the highest in Poland and
Bulgaria, but also significantly higher than the EU average in Czechia. The IDR was the highest
in Poland, Romania and Malta, but it was also more than double the EU average also in Hungary.
For direct aid, Italy and Romania recorded both the highest FDRs and the highest IDRs.

Therefore, detection levels were different across the Member States. In all CAP sectors (rural
development, market measures and direct aid) the level of detection of irregularities and fraud
across the different Member States was uneven. The level of concentration among Member
States was analysed in detail in the 2018 PIF Report, covering the period 2014-2018.

For rural development, this analysis suggested that the difference in level of concentration
between detections and payments was less pronounced for non-fraudulent irregularities, even
though the examination of data on individual Member States highlighted significant
discrepancies. The concentration of detections was instead more accentuated for fraudulent
irregularities, suggesting that different approaches to criminal investigation and prosecution
could be an additional and significant factor explaining the different levels of detection
among Member States. Also in the specific case of market measures, this analysis found that
the level of concentration of detections went beyond what could be expected given the
distribution of corresponding payments, especially for fraudulent irregularities.

According to the same analysis, direct aid was the CAP sector with the highest level of
concentration. This may be due to different factors, including not uniform management and
control systems and, for the fraudulent irregularities, different approaches to criminal
investigation and prosecution. Specific problems may occur at the local level that need to be
correctly and promptly addressed by the competent national authorities.

About one fifth of the irregularities reported as fraudulent were dismissed. The dismissal ratio
varied across the Member States. High dismissal ratios, especially when associated with a
high number of still pending cases, may be due to (i) a detection phase that leads to report to
the judicial authority cases that were not fraudulent; (ii) an investigation/prosecution phase
that gives low priority or does not have enough resources to properly address the case.

Analysis suggests that the dismissal ratio is significantly underestimated. About 64% of the
irregularities reported as fraudulent were still pending. However, for about 40% of them no
changes of status are to be expected, because they are closed cases. There were few cases of
established fraud. This may indicate the need to invest further in the investigation/prosecution
phase.

62



	List of abbreviations
	1. Introduction
	1.1. Scope of the document
	1.2. Structure of the document

	2. TRADITIONAL OWN RESOURCES
	Executive summary
	2.1. Introduction
	2.2. General analysis – Trend analysis
	2.2.1. Reporting years 2016-2020
	2.2.1.1.  Irregularities reported as fraudulent
	2.2.1.2.  Irregularities reported as non-fraudulent

	2.2.2. OWNRES data vs TOR collection
	2.2.2.1.  Detection rates in the COVID-19 year of 2020

	2.2.3. Recovery
	2.2.3.1.  Recovery rates


	2.3. Specific analysis
	2.3.1. Irregularities reported as fraudulent
	2.3.1.1.  Categories of irregularities
	2.3.1.2.  Method of detection of fraudulent irregularities
	2.3.1.3.  Smuggled cigarettes
	2.3.1.4.  Textiles
	2.3.1.5.  Irregularities reported as fraudulent by amount

	2.3.2. Irregularities reported as non-fraudulent
	2.3.2.1.  Categories of irregularities
	2.3.2.2.  Method for detecting non-fraudulent irregularities
	2.3.2.3.  Shoes are vulnerable to irregularities
	2.3.2.4.  Irregularities reported as non-fraudulent by amount

	2.3.3. Fraudulent and non-fraudulent irregularities and goods related to COVID-19

	2.4. Member States’ activities
	2.4.1. Classification of irregularities as fraudulent and non-fraudulent and related rates
	2.4.2. Recovery rates
	2.4.2.1.  Irregularities reported as fraudulent
	2.4.2.2.  Irregularities reported as non-fraudulent
	2.4.2.3.  Historical recovery rate (HRR)

	2.4.3. Commission’s monitoring
	2.4.3.1.  Examination of the write-off reports
	2.4.3.2.  Commission’s inspections
	2.4.3.3.  Particular cases of Member State failure to recover TOR



	3. COMMON AGRICULTURAL POLICY
	Executive summary
	3.1. Introduction
	3.2. General analysis
	3.2.1. Irregularities reported in the years 2016-2020
	3.2.2. Irregularities reported as fraudulent
	3.2.3.  Irregularities not reported as fraudulent

	3.3. Specific analysis
	3.3.1. Modus operandi
	3.3.1.1.  Support to agriculture
	3.3.1.2.  Rural development

	3.3.2. Fraud and Irregularity Detection Rates (FDR and IDR) by CAP components
	3.3.3. Market measures – fraudulent and non-fraudulent irregularities
	3.3.4. Reasons for carrying out checks
	3.3.4.1.  Irregularities in relation to rural development
	3.3.4.2.  Irregularities in relation to market measures
	3.3.4.3.  Irregularities in relation to direct payments


	3.4. Anti-fraud work carried out by the Member States
	3.4.1. Duration of irregularities
	3.4.2. Detection of irregularities reported as fraudulent by Member State
	3.4.2.1.  Reported over the period 2016-2020
	3.4.2.2.  Reported in 2020

	3.4.3. Fraud and Irregularity Detection by sector and Member State
	3.4.3.1.  Rural development
	3.4.3.2.  Market measures
	3.4.3.3.  Direct payments to farmers

	3.4.4. Follow-up to suspected fraud

	3.5. Recovery cases

	Main findings

