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5. PRE-ACCESSION POLICY

EXECUTIVE SUMMARY

From 2015 to 2019, 721 irregularities (worth nearly EUR 64 million) were reported via the
Irregularity Management System (IMS) relating to pre-accession funds - 31 related to the
2000-2006 Pre-accession assistance, 594 to Instrument for Pre-Accession (IPA) | and the
remaining 96 to IPA I1l. Of these, 204 (worth about EUR 13 million) were reported in 2019.
The number of irregularities reported annually has been increasing since 2016, while the
Fraud Frequency Level (FFL) jumped to its highest level in five years in 2019 after steadily
declining since at least 2015. No new irregularities related to PAA 2000-2006 were reported
in 2019, the culmination of a steady downward trend in the number of irregularities reported
regarding this programming period; the number of PAA irregularities peaked in 2008. The
number of IPA | irregularities reported in 2019 was similar to 2018, following a spike in
2017. The IPA 1 financial amounts involved in 2019 were lower than 2018 (the highest
amount reported thus far). The number of irregularities reported for IPA I1I, for which
irregularities were first reported in 2017, quadrupled from 2018 to 2019 while their total
value doubled. At the component level, general trends could not be discerned with regard to
reporting over the past five years.

In 2019, only three countries reported fraudulent irregularities: North Macedonia, Serbia and
Turkey. Of these, Turkey reported the highest FFL and Serbia the highest fraud amount level
(FAL). Significantly, of the 51 fraudulent irregularities, 47 were reported by Turkey. Albania,
Bulgaria, Croatia and Montenegro all reported non-fraudulent pre-accession irregularities in
2019. Three-fourths of the 2019 irregularities were categorised as “other” indicating either
that the IMS categories provided are insufficient, that Reporting Authorities require
additional training on the use of this feature, or that Reporting Authorities do not value this
aspect of IMS’ data collection and are therefore not categorising their irregularities. The other
large categories are Documentary proof, (Non-) action and Request. Nearly half of the
fraudulent irregularities reported listed legal entities as the “person involved”, a third listed
natural persons — multiple persons involved were reported in less than 20% of the fraudulent
irregularities reported. Most of the legal entities involved appear to be private companies,
followed by sub-national governmental bodies.

Since 2015, IPARD has generally provided the highest number of irregularities by amount
and number (both for IPA I and IPA 11 at the component level while Turkey has reported the
highest number of irregularities by amount and number at the country level (nearly EUR 50
million and 414 irregularities, respectively).

5.1. Introduction

The European Union provides pre-accession assistance to candidate countries and potential
candidates for Union membership in order to support them in meeting the accession criteria
and bring their institutions and standards in line with the acquis.’®® The current candidate
countries are Albania, Montenegro, North Macedonia, Serbia and Turkey; potential
candidates are Bosnia and Herzegovina and Kosovo'®°.

188 source: https://ec.europa.eu/neighbourhood-enlargement/policy/glossary/terms/preaccession-assistance_en

189 This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and the ICJ Opinion
on the Kosovo declaration of independence. Source: https://europa.eu/european-union/about-eu/countries_en.
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5.2. Instruments for Pre-accession Assistance
5.2.1. Before 2007: Pre-accession assistance

Before 2007, the Union provided pre-accession assistance to candidate countries through a
number of separate instruments. The Phare programme provided support for institution
building measures and associated investment, as well as funding measures to promote
economic and social cohesion and cross—border cooperation. The ISPA programme dealt with
large-scale environmental and transport infrastructure projects. The SAPARD programme
supported agricultural and rural development. For the programme years 2002-2006, Turkey
was provided assistance under the specific pre-accession oriented framework of the
Pre-Accession Financial Assistance for Turkey. The CARDS programme was the main
financial instrument of the Union’s Stabilisation and Association Process, which sought to
promote stability in the Western Balkans and facilitate the region’s closer association with
the Union. The countries that joined the European Union in 2004'"° received a Transition
Facility in 2004-06, as did Bulgaria and Romania in 2007-10. All pre-2007 programmes and
projects have now been completed.*™

5.2.2. 2007-2013: The Instrument for Pre-accession Assistance (IPA 1)

For the period 2007-2013, the Union supported reforms in the “enlargement countries” (i.e.,
the candidate countries Albania, Montenegro, North Macedonia, Serbia, and Turkey and
potential candidates Bosnia and Herzegovina and Kosovo) with financial and technical help
via the Instrument for Pre-accession Assistance (IPA 1).2"2 IPA | funds built up the capacities
of these countries throughout the accession process, resulting in progressive, positive
developments in the region. IPA | had a budget of some EUR 11.5 billion and consisted of
five components (see below). The IPA | Regulation expired on 31 December 2013;
implementation of the instrument is still underway.*"

Coordinated by the Directorate-General for Neighbourhood & Enlargement Negotiations
(DG NEAR), the five components of IPA | are: (i) transition assistance and institution
building (TAIB)'"*; (ii) cross-border cooperation (CBC)'; (iii) regional development

(transport, environment and economic development)!™®; (iv) human resource development

(strengthening human capital and combatting exclusion)’’: and (v) rural development!™.
European Union candidate countries were eligible for all five components; potential

candidates were eligible only for the first two."”

The policy and programming of IPA | consisted of Multi-Annual Indicative Financial
Framework on a three-year basis, established by country, component and a theme, and
Multi-Annual Indicative Planning Documents per country or per groups of countries
(regional and horizontal programmes). The candidate countries also had to submit Strategic

170
171

Cyprus, Czechia, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, and Slovenia.

Source: https://ec.europa.eu/neighbourhood-enlargement/instruments/former-assistance_en.

172 5ee Council Regulation (EC) 1085/2006 of 17 July 2006, OJ L 210, 31.7.2006, p. 82-93.

% Source: https://ec.europa.eu/neighbourhood-enlargement/instruments/overview_en.

174 Managed by DG NEAR.

%% Managed in part by DG NEAR and in part, under shared management with Member States, by the Directorate-General
for Regional and Urban Policy (DG REGIO).

176 Managed by DG REGIO.

177 Managed by the Directorate-General for Employment, Social Affairs and Inclusion (DG EMPL).

178 Managed by the Directorate-General for Agriculture and Rural Development (DG AGRI).

7% Source: https://ec.europa.eu/regional_policy/en/funding/ipa/.
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Coherence Frameworks and multi-annual operational programmes for the third and fourth
component. Their principal aim was to prepare beneficiary countries for the future use of
cohesion policy instruments by imitating closely its strategic documents, National Strategic
Reference Framework and Operational Programmes, and management modes.

5.2.3. 2014 —2020: The Instrument for Pre-accession (IPA 1)

For the period 2014-2020, IPA II built on the results achieved under IPA | and set a new
framework for providing pre-accession assistance.*® The primary innovation of IPA Il is its
strategic focus on specific objectives, including political, economic and social development,
strengthening beneficiaries’ ability to fulfil Union membership obligations and regional
integration.® The multiannual financial framework for 2014-2020 allocated EUR 11.7
billion for the instrument.'®?

Financial assistance under IPA Il pursues four specific objectives: (i) support for political
reforms; (ii) support for economic, social and territorial development; (iii) strengthening the
ability of the beneficiaries to fulfil (future) obligations stemming from Union membership by
supporting progressive alignment with the Union acquis; and (iv) strengthening regional
integration and territorial cooperation. The IPA Il Regulation limits financial assistance to
five policy areas: (i) reforms in preparation for Union membership and related institution-and
capacity-building; (ii) socio-economic and regional development; (iii) employment, social
policies, education, promotion of gender equality, and human resources development;
(iv) agriculture and rural development; and (v) regional and territorial cooperation.*®®

To provide an individual implementation framework for each beneficiary, Country Strategy
Papers were drafted identifying sectors where improvements were necessary to advance
membership goals. The priorities outlined in these papers were translated into detailed
actions, included in annual or multi-annual Action Programmes that take the form of
Financing Decisions adopted by the European Commission.

The bulk of IPA Il assistance is channelled through the Country Action Programmes, the
main vehicles for addressing country-specific needs in priority sectors as identified in the
indicative Strategy Papers. Additionally, IPA Il funded Multi-Country Action Programmes to
enhance regional cooperation, particularly in the Western Balkans. Financial assistance was
also provided via Cross-Border Cooperation Programmes to encourage territorial
cooperation between IPA 1l beneficiaries and Rural Development Programmes to encourage
the development of rural areas.

In accordance with the financial regulation, IPA 1l funded activities are managed either
directly (meaning that the Commission implements them directly until the relevant national
authorities are accredited to manage the funds) or indirectly (meaning that the Commission
delegates the management of certain actions to external entities, while still retaining overall

180 gee Regulation (EU) 231/2014 of the European Parliament and of the Council of 11 March 2014 establishing an
Instrument for Pre-accession Assistance (IPA 11), OJ L 77, 15.3.2014, p. 11-26.; Source:
https://ec.europa.eu/neighbourhood-enlargement/instruments/overview_en.

181 See Regulation (EU) 231/2014 of the European Parliament and of the Council of 11 March 2014 establishing an

Instrument for Pre-accession Assistance (IPA 11), OJ L 77, 15.3.2014, p. 11-26.

Source: https://ec.europa.eu/neighbourhood-enlargement/instruments/overview en.

“Instrument for Pre-Accession Assistance (IPA II)” Multi-Country Indicative Strategy Paper (2014-2020) adopted on

30/06/2014 available at: http://ec.europa.eu/enlargement/pdf/key documents/2014/20140919-multi-country-strategy-

paper.pdf .

182
183
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final responsibility for the general budget execution. Cross—border cooperation programmes
with Member States are administered via shared managed, meaning that implementation tasks
are delegated to the Member States.

5.3. General analysis

This analysis will focus on the 721 irregularities reported via IMS during the period
2015-2019 relating to pre-accession funds. Of these, 31 arise out of funds distributed under
the 2000-2006 Pre-Accession Assistance'®*, 594 arise out of funds distributed under IPA 1'%
and the remaining 96 out of IPA 11'%. A number of charts in this section **illustrate data

going back beyond the past five years, as indicated in the respective charts’ X-axes.

5.3.1. Occurrence of Fraud

The number of irregularities reported annually has been increasing since 2016; the
fraud frequency level increased dramatically between 2018 and 2019. Of the 721
irregularities reported between 2015 and 2019, 135 were reported as fraudulent. Table PA1
and Chart PA1 show the absolute number of fraudulent (orange) and non-fraudulent (blue)
irregularities reported in each of the past five years, along with the Fraud Frequency Level
(“FFL” - grey line). While the number of irregularities reported has been rising steadily since
2016, there is a sharp uptick in the FFL reported during 2019. The data indicate a general
downward trend from 2015 to 2018 and then a significant jump in 2019 to 25%.

Table PA 1: Number of irregularities reported and FFL, 2015-2019

2015 26 102 20%
2016 20 97 17%
2017 18 106 15%
2018 20 128 14%
2019 51 153 25%
Total 135 586 19%

I For details on the calculation of the FFL, see SWD(2016)237 final. http://ec.europa.eu/anti-
fraud/sites/antifraud/files/methodology_statistical _evaluation_2015_en.pdf

18 PHARE, SAPARD, TIPAA and ISPA.

18 CBC-IPA, HRD, IPARD, REGD and TAIB.

18 CBC-IPA, IPARD, REGD and TAIB.

187 This includes charts PA2, PA3, PAS, PAG, PAS, PA9 and PA10.

©
3
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No irregularities related to PAA 2000-2006 were reported in 2019. Table PA2 shows the
number of irregularities and associated financial amounts that have been reported during the
past five years with reference to PAA 2000-2006. The figures are split between irregularities
reported as fraudulent and those not reported as such. Chart PA2 broadens the perspective by
including all PAA 2000-2006 irregularities reported until 2019. As was already reported in
previous PIF reports, the number of irregularities reported with regard to these funds has
declined steadily for the last several years and hit zero in 2019.
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Table PA 2: PAA, 2015-2019: Number of irregularities reported and financial amounts involved

Fraudulent Irregularities Non-Fraudulent Irregularities

2015 8 4,522,286 7 1,200,645 15 5,722,931
2016 1 262,634 6 286,894 7 549,528
2017 1 0 4 121,749 5 121,749
2018 4 578,332 0 0 4 578,332
2019 0 0 0 0 0 0
Total 14 5,363,251 17 1,609,288 31 6,972,539
Chart PA 2
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5.3.2.1. Instruments for Pre-Accession |

The number of irregularities related to IPA | reported in 2019 remained steady
year-on-year. Table PA3 shows the number of irregularities and associated financial
amounts that have been reported during the past five years with reference to IPA I. The
figures are split between irregularities reported as fraudulent and those not reported as such.
Chart PA3 broadens the perspective by including all irregularities referring to IPA | reported
until 2019. In 2019, the total number of IPA I irregularities reported was similar to 2018,
interrupting an upward trend that began in 2015. There was a notable increase in the total
number of fraudulent irregularities reported in 2019 compared with the previous four years —
39, compared with, on average, 16 per year (see Table PA3 and Chart PA3). This upswing
can be attributed primarily to the number of irregularities reported by Turkey with reference
to IPARD.

The associated financial amounts in 2019 were similar to the previous year — lower than
the peak recorded in 2017 but significantly higher than those of 2015-2016. With regard
to the 2017 peak in non-fraudulent financial amounts, of the EUR 14.6 million in non-
fraudulent irregularities reported in 2017 under IPA |, the ten biggest cases concerned
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EUR 6.7 million (46%). Furthermore, five of the ten biggest non-fraudulent cases reported
during the period 2015-2019 were reported in 2017, contributing to making this year
exceptional in terms of financial amounts. The large jump in fraudulent irregularities between
2018 and 2019 can be attributed mainly to the reporting of Turkey, which reported 36 of the
39 fraudulent irregularities reported in 2019. In 2018, Turkey reported nine of the 12 reported
fraudulent irregularities under IPA 1.

Table PA 3: IPA | 2015-2019: Number of irregularities reported and financial amounts involved

Non-Fraudulent
Irregularities

Fraudulent Irregularities

2015 18 1,762,705 95 4,556,377 113 6,319,082
2016 19 336,328 91 6,981,821 110 7,318,149
2017 16 2,924,965 102 14,602,871 118 17,527,835
2018 12 1,176,328 115 9,842,979 127 11,651,358
2019 39 3,402,530 87 7,519,511 126 12,099,884
Total 104 9,602,856 490 43,503,558 594 54,916,309
Chart PA 3
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5.3.2.2. Instruments for Pre-Accession Il

The number of fraudulent irregularities related to IPA 11 reported in 2019 and their
associated financial amount jumped significantly relative to 2018. Table PA4 shows
number of irregularities and associated financial amounts that have been reported during the
past five years with reference to IPA 1l. The figures are split between irregularities reported
as fraudulent and those not reported as such. Chart PA4 is a visualisation of the same data.
Given that there are practically only two years of data with regard to IPA Il irregularities, it is
difficult to speak of trends (the first irregularity arising out of IPA Il funding was reported in
2017, with an irregular amount of EUR 0). It is notable that, in comparison with 2018, the
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absolute number of irregularities — both fraudulent and non-fraudulent — and their total value
jumped significantly. The number of fraudulent irregularities reported has tripled while the
number of non-fraudulent ones quintupled. The ten biggest cases in 2019 represented 40% of
the total irregular amounts reported for that year (see Table PA4 and Chart PA4, below).

Table PA 4: IPA Il, 2015-2019: Number of irregularities reported and financial amounts involved

. Fraudulent Irregularities Non-Fraudulent Irregularities Total
ear
# EUR # EUR EUR
2015 0 0 0 0 0 0
2016 0 0 0 0 0 0
2017 1 0 0 0 1 0
2018 4 377,249 13 254,801 17 632,051
2019 12 417,899 66 759,945 78 1,177,844
Total 17 795,148 79 1,014,746 96 1,809,895
Chart PA 4
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5.3.3.  Analysis by Component
5.3.3.1. Pre-accession assistance 2000-2006 (PAA)

No irregularities were reported with regard to any of the PAA 2000-2006 components in
2019. Table PA5 shows the number of irregularities and associated financial amounts that
have been reported during the past five years by component, with reference to
PAA 2000-2006. The figures are split between irregularities reported as fraudulent and those
not reported as such. Chart PA5 broadens the perspective and shows the same data, but
including all irregularities referring to PAA 2000-2006, going beyond the past five years.
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With no irregularities reported in 2019, there is little to add to last year’s reporting on this
subject.

Table PA 5: PAA, 2015-2019: Number of irregularities and financial amounts involved by Component

ISPA PHARE SAPARD TIPAA
) (EUR) *) (EUR) *) (EUR) *) (EUR)
2015 1 780,965 7 2,259,733 7 2,682,232 0 0
2016 1 39,000 8 101,351 8 409,177 0 0
2017 0 0 1 0 0 0 4 121,749
2018 0 0 1 23,528 1 8,744 2 546,060
2019 0 0 0 0 0 0 0 0
Totals 2 819,965 12 2,384,612 11 3,100,153 6 667,809
Chart PA5
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5.3.3.2 Instruments for Pre-Accession |

The components of IPA | have not followed similar trajectories over the past five years.
Table PA6 shows number of irregularities and involved financial amounts that have been
reported during the past five years by component, with reference to IPA I. The figures are
split between irregularities reported as fraudulent and those not reported as such. Chart PA6
broadens the perspective by including all irregularities referring to IPA | reported until 2019.
For the funds distributed via IPA I, the general trend with regard to both the number of
irregularities reported and their total amounts over the past five years has been decreasing
(CBC-IPA), increasing (HRD and IPARD), fluctuating (REGD) and steady (TAIB). IPARD
has, since 2015, consistently shown the highest number of irregularities by amount and has
steadily increased in the absolute number of irregularities reported. During the period 2015-
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2019, more than 90% of the irregularities concerning IPARD and the related financial
amounts were reported by Turkey. Most of the rest were reported by Croatia.

Table PA 6: IPA I, 2015-2019: Number of irregularities and financial amounts involved by Component

CBC-IPA HRD IPARD REGD TAIB

(#) (EUR) (%) (EUR)  (#) (EUR)  (#) (EUR) (#) (EUR)
2015 49 725135 8 506,749 36 2,941,225 5 494508 15 1,651,465
2016 45 160,700 17 1,208,999 36 5537483 3 0 9 410967
2017 22 738777 17 1744973 56 12528243 11 14450 12 2,501,393
2018 15 181,994 42 1219279 57 7,437,826 1 34000 12 2,146,209
2019 0 0 25 163435 82 9558114 10 47,194 9 1153297

Total 131 1,806,606 109 4,843,435 267 38,002,890 30 590,152 57 7,863,331
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5.3.3.3 Instruments for Pre-Accession Il

Irregularity were reported under only three IPA 11 funds, of which IPARD has the
highest number of irregularities and highest associated financial amount. Table PA7
shows number of irregularities and associated financial amounts that have been reported
during the past five years by component, with reference to IPA Il. The figures are split
between irregularities reported as fraudulent and those not reported as such. Chart PA7 is a
visualisation of this data. The trend of IPARD reporting the highest number of irregularities —
in terms of both number and amount — has carried over to the IPA Il funds as well, where
IPARD accounts for around 84% of the reported irregularities and 94% of the irregular
amounts reported. As such, Table PA7 is quite skewed by the IPARD numbers. Differently
from IPA I, 60% of irregularities concerning IPARD were reported by North Macedonia,
while the highest financial amounts were still reported by Turkey.
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Table PA 7: IPA Il, 2015-2019: Number of irregularities and financial amounts involved by Component

CBC-IPA HRD IPARD {=(€]D) TAIB
(#) (EUR) (#) (EUR) (#) (EUR) (# (EUR) (#) (EUR)
2015 0 0 0 0 0 0 0 0 0 0
2016 0 0 0 0 0 0 0 0 0 0
2017 0 0 0 0 0 0 0 0 0
2018 8 51,409 0 0 8 580,642 0 0 1 0
2019 2 66,186 0 0 72 1,111,658 2 0 2 0
Total 10 117,595 0 0 81 1,692,300 2 0 3 0
Chart PA 7
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5.3.4. Analysis by Country

5.3.4.1 Fraud level for 2019

Only three countries reported fraudulent irregularities in 2019 — North Macedonia,
Serbia and Turkey. Turkey had the highest fraud level in terms of absolute numbers (FFL)

whereas Serbia reported the highest rate in terms of irregular amounts (FAL), at 42% and
35%, respectively.
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Table PA 8: Irregularities reported in 2019, involved financial amounts, FFL and FAL, by country

Number of Irregularities Amount of Irregularities (EUR)
Fraudulent Non-Fraud FFL' Fraudulent Non-Fraud FAL'
AL 0 0% 0 0 n/a
BG 0 0% 0 66,186 0%
HR 0 0% 0 9,081 0%
ME 0 27 0% 0 70,418 0%
MK 2 47 4% 26,183 323,459 7%
RS 2 7 22% 399,098 754,199 35%
TR 47 65 42% 3,395,147 7,056,113 32%
Total 51 153 25% 3,820,428 8,279,456 32%

i . : i .
For details on the calculation of the FFL and FAL, see SWD(2016)237 final. http://ec.europa.eu/anti-
fraud/sites/antifraud/files/methodology_statistical_evaluation_2015_en.pdf

5.3.4.2 Irregularity Typology for 2019

The most frequently reported irregularity categories were Other, Documentary Proof
and (Non-)action. Nearly all of the irregularities reported for 2019 are categorised per Annex
13 of this report. While most irregularities are categories as a single type, some have multiple
— up to six — categories. Of the general categories, the most frequently reported were Other,
Documentary Proof and (Non-)action.

Table PA 9: Number of irregularities where a category of violation was mentioned

Request 26
Beneficiary 1
Accounts and records 11
Documentary proof 73
Product, species and/or land 2
(Non-)action 40
Movement

Ethics and integrity 3
Public procurement

Other 150

The most frequently reported sub-categories (types) are Other Irregularities (45%o),
Action Not Implemented (11%), and Documents Missing and/or Not Provided (10%).
Table PA10 has the complete list of reported types by the reporting state.
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Table PA 10: Number of irregularities where a type of violation was mentioned, by country

Request

Beneficiary

Accounts and
records

Documentary
proof

Product, species
and/or land

(Non-)action

Movement

Ethics and
integrity

Public
procurement

Other

Incorrect or incomplete request for
aid

Product, species, project and/or
activity not eligible for aid
Operator/beneficiary not having the
required quality

Incomplete accounts
Incorrect accounts
Accounts not presented

Calculation errors

Documents missing and/or not
provided

Documents incomplete
Documents incorrect
Documents false and/or falsified
Other

Inexact origin

Variation in quality or content
Action not implemented

Action not completed

Failure to respect deadlines

Irregularities in connection with final
destination

Conflict of interest

Artificial splitting of
works/services/supplies contracts
Failure to state

Selection criteria not related and
proportionate to the subject matter of
the contract

Lack of transparency and/or equal
treatment during evaluation
Substantial modification of the
contract elements

Award of additional
works/services/supplies contracts

Other
Other irregularities
Blank

5.3.4.3 Irregularities by Country
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Only three countries have reported irregularities relating to PAA 2000-2006 funding in
the past five years. Table PA11l shows the number of irregularities and associated financial
amounts that have been reported during the past five years by country, with reference to PAA
2000-2006. The figures are split between irregularities reported as fraudulent and those not
reported as such. Chart PA8 broad