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INTROD 1ON
Background and_aims

Over the years, the sound management of Community finances has assumed
Increasing Importance. The continuing concern over fraud agalinst the
Community budget has fuelled determination to implement practical financlal
reforms, as demonstrated by the Decisions of 24 June 1988 on the system of
own resources and the tightening of budgetary discipline,! the
organization of a number of seminars (including one on the legal protection
of the Community’'s financial lnterests),2 the appointment of groups of
experts, the various studies undertaken, and the creation of the Unit for
the Coordination of Fraud Prevention (which Is part of the
Secretariat-General and comes under the direct authority of the Preslident).

A 45-point work programme was drawn up In 1989 by the Commisslon, with full
backing from the Council and Parlliament; progress Is regulariy monitored
and obJectives kept under close review. The last few years have seen some
major improvements In legisiation and in resource allocation. The number
of investigations, controls and other measures has increased, and there Is
no sign of budgetary support faltering which suggests the subject Is still
high on the political agenda.

1 Counci!| Decisions of 24 June 1988 on the system of the Communities’
own resources (88/376/EEC, Euratom) and concerning budgetary
discipline (88/377/EEC) O0J L 185, 15.7.1988, p. 24-29.

2 27-29 November 1989.




Developments In_ 1991 and t

On 8 July 1991, the Councl| took note of the second report presented by the
commission? and welcomed the progress that had been made In such areas as
the simplification of agricultural leglislation, the rationalization of the
export refunds nomenclature, the notification by Member States of cases of
fraud, and In the area of control generally. The Counci! demonstrated its
determination to pursue Its campaign against fraud by ldentifying six
priority areas for 1991: the continued simplificatlon of agricuttural
legislation and review of the export refunds nomenclature; the Community
customs code; Information on measures to prevent fraud in the financlal
statements accompanying proposals; cooperation between the Commission and
Member States; scope of the Commission‘s actlon programme; adequate
resources for investigations In non-member countrlies and the negotiation of
comp lementary mutual assistance agreements. "

[
On 23 and 24 Apri| 1991 Parllament's Committee on Budgetary Control
welcomed the publication of the second report and requested the Commission
to reply In writing to questions put by MEPs. The list of 36 written
questions sent to the Commission urged It to pursue Its efforts to recover
sums due whenever it was notified of fraud or irregularity, to concentrate
on those sectors in which the most serlious abuses occurred, and to ensure
that the Unit for the Coordination of Fraud Prevention enjoyed unequivocal

support "at all levels and at all times".

In 1991, considerable progress was made In carrying out the work programme

and In the area of investigations listed below:

1 The Flight Against Fraud: report on work done and progress achieved in
1990 (SEC(91) 456 final, 20.3.1991).



- The Lachaux group continued its work on simplifying agricultural
legislation:

. adoption on 3 May 1991 of Regulation (EEC) No 1157/91 (butter for pastry

products) which took into account the group’s previous work;

. proposals concerning refunds for the use of starch and the compensatory
premium for sheepmeat; review of the export refunds nomenclature for
agricultural products; proposal for the petfood sector; proposal
concerning the TS5 control copy;

- Progress on horizontal agricultural leglslation:

adoption of new regulations on reinforcing the monitoring of expenditure
(Regulation (EEC) Nos 307/91 and 595/91);

. practical matters concerning the Implementation of regulations already
adopted.

- Progress on the procedure for adopting a customs code and In the area of

Community transit.
~ new outlook for control: remote sensing,
- guldelines on indlirect taxation.

- Progress on cooperation with non-member countries (EFTA countries;

Andorra; Faroe Islands; Poland, Hungary and Czechoslovakla).
- Finalization of various studies.

- Renewed emphasis on the protection of the Community’'s financlal
interests.




-~ Increased use of computers and contlnued attention to training.

- Further Investigations and controls carrled out In Member States and
some non-member countries.

The priority given to fraud prevention In 1990 was agaln evident In the
1991 budget. Moreover, this priority is maintalned in the 1992 budget.

The Commisslion's partners are Increasingly aware of the Impor tance of fraud
prevention and are anxlous to ensure that the Community‘s flinancial
interests are protected. The Commission Is now looking beyond 1992 and, In
Its continued efforts to prevent fraud, will cooperate as closely as
possible with its partners, and inform them of all its findings.

Finally, at the express request of Parllament during the debate on the

discharge for 1990, this report contains the organization charts of the
!

various anti-fraud departments In the Commission.!

v

TITLE | ~ MAIN ACTIVITIES IN 1991

The purpose of this titie Is to describe, from the fraud prevention angle,
the sltuation concerning own resources, the Customs Unlion, the EAGGF
Guarantee Section and the structural Funds, particular attention belng pald
to Investigations.

1 Annex 7.
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Chapter 1 - Own resources and customs unlon

The system for flnancing the Community budget as lald down In the Councl
Deciston of 24 June 1988t stipulates that the budget, without prejudice to
other revenus, Is financed by the Community’'s own resources, l.e. the
agricultural levies and other amounts, customs duties, the application of a
uniform rate to the VAT assessment base and a contribution based on each
Member State’s GNP. The Counelil lald down the practlcal arrangements for

operating the system In Regulations (EEC, Euratom) No 1552/89 and
No 1553/89.2.

At the budgetary level, action to carry out the flnal stage of the Internal
market must also involve effective protection for the Community's finances,
especially as regards the collection of Its own resources.

Following on from the last few years, In 1991 special attentlon was paid to
the questlion of the Community’s revenue.

1. Own resources

1.1. Traditional own resources (customs duties, agricultural levies)
Pursuant to Regulation (EEC, Euratom) No 1552/89, whlich lays down the
practical arrangements for establilishing, entering in the accounts and
making avallable own resources, relations between the Member States and the

Commission as regards control follow three main lines:

- the Commission Is kept informed, pursuant to Article 6(3);

1 Councl] Decision of 24 June 1988 cited above, on the system of the
Communities’ own resources (88/376/EEC, Euratom).

2 Councl! Regulations (EEC, Euratom) published In OJ L 155, 7.6.89:
No 1552/89 implementing Decision 88/376/EEC, Euratom and No 1553/89 on

the definitive arrangements for the collection of own resources accruing
from value added tax.
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—- separate accounts are kept, pursuant to Articles 6(2(b)) and 8;

- on-the-spot checks are carried out, pursuant to Article 18(2) and (3).
These three facets were examined in depth at the seminar on the innovatlve
aspects of Regulation (EEC, Euratom) No 1552/891 held In Brussels on 19
and 20 February 1991.

1.1.1 Informing the Commission
The Member States' half-yearly notifications to the Commisslion of cases of

fraud and Irregularities involving amounts of over ECU 10 000 break down as
follows, for the period from 1 July 1990 to 31 June 1991:2

~|and_half 1990 1st half 1991 Totals |

Member State  ICases | EGU m Cases __ECU m cases| ECU m
B 30 1.63 41 2.35 71 3.98
D 56 9.83 40 3.32 96 13.15
DK 9 0.56 4 0.08 13 0.64
EL 3 0.10 2 0.04 5 0.14
ES 14 0.778 18 0.40 a2 1.18
F 47 7.00 103 6.54 150 13.54
IRL 1 0.0 - - 1 0.01
! 12 12.83 8 0.24 20 13.07
L - - | 1 0.04 1 0.04
NL 1 0.15 9 0.27 10 0.14
P 6 0.08 4 0.06 10 0.14
UK 82 5.75 125 7.30 207 13.05
261 38.72 355 20.64 616 59.36

The total of some ECU 59 million Includes sums already recovered and those

for which recovery procedures are stl!l under way in the Member States.

1 See Chapter 2(2.1), Title I1.
2 As updated to 30 January 1992, excluding any statements from
Member States not recelived by the Commission at that date.
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If there were fuller cooperation from the natlonal administrations as
regards notification, conclusions could be drawn as to risk areas and the
methods for carrying out fraud which were the most widespread or had the
greatest financlal implications. As It Is, although progress has been
made, the disparity in the numbers of cases reported by the Member States
suggests that notifications could be further Improved.

Furthermore, the annual reports on the establIshment and entry iIn the
accounts of own resources! and the half-yearly reports on the outcome of
national inspections-and-the-most--important problems arising, particularly
matters In dispute,2 should in future be more uniform In content and
should be sent to the Commission at the proper Intervals. Two points,
nevertheless, arise out of the annual reports for 1990:

- Infringements to a large extent Involve false declarations as to type
and value, or indeed origin, and undeclared Imports;

- the goods In question mainly fall within section XVI (electrical
equipment, sound or picture recording or reproduction equipment) and [
sections | to IV (animal and vegetable products, animal and vegetablie ‘
olls and fats, food industry products) of the Common Customs Tariff.

1.1.2 Separate accounts '

The obJect of keeping separate sets of accounts, an Innovation Introduced
In 1989, Is to enable the Commission to keep track of the recovery of own |

resources. i]

1 Article 7 of Regulation (EEC, Euratom) No 1552/89. I
2 Article 17(3) of Regulation (EEC, Euratom) No 1552/89.
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From the practical point of view there are a number of comments to be made

about the Impiementation of separate accounts. These comments have arisen

at meetings of the Advisory Committee on Own Resources.

There are necessary |lInks between the A and B accounts. Duties
identifled as payable but not collected, which have been entered in the
B account, are, following actual payment, entered as recelpts In the

A account, except in two Instances where the B account can be cleared
otherwise; duly substantiated adjustment and duly substantiated
decision to walve collection, the latter being allowed only in the event
of force majeure or where it has proved definltely Impossible for the
Member State to collect amounts for reasons which cannot be attributed
to the national administration responsible.

All or part of amounts due which relate to fraud or Irregularities are
entered straight In the A account If the person |lable pays them at
once, but all of them or the balance Is entered In the B account if the

person Ilable does not pay at once or only pays part.
r

The findings of the inspections carried out by the Commisslon in the
Member States into the Implementatlon of the separate accounting

arrangements are being analysed. Regardless of whatever concluslons are

reached, It should be noted that in future the summary statements of

B accounts sent in by the Member States must as a matter of course:

(1) be consonant with previous statements;
(2) be sent in by the statutory deadlines.

1.1.3 On-the-spot Inspections

The Inspection measures by the Commission lald down In Regulation (EEC,
Euratom) No 1552/891 are of two kinds:

(1) Inspection measures for which It |s assocliated with the Member
States, at Its request;

(2) on-the-spot Inspections on Its own Initlative.

1

See above.
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These two types of Inspection are designed to achlaeve different ends: In
parallel with inspections carrled out In assoclation, the baslic obJect of
which Is to supply the Commission with information about the collectlon of
OWn resources by the Member States In accordance wlth thelr national
arrangements, the purpose of the on-the-spot Inspectlons measures |s to
provide the Commisslon with a means of resolving problems arising out of
the application of the regulatlions on own resources, which encompass actlon
to combat fraud.?

The first on-the-spot Inspections carried out involved inward processing,
goods sent by post, Imports of fishery products and the establlshment and
entry In the accounts of amounts arising in respect of fraud and
Irregularities. The most recent such Inspections focused on the separate
accounting arrangements.

1.2 VAT own resources

Under Article 12 of Regulation (EEC, Euratom) No 1553/89,2 the Comm!ssion
Is required to consider the procedures applled for determining and
collecting VAT and the national VAT systems’ Inspection procedures and to
submit a report to Par|lament and the Counci| every three years; the first
of these is to cover the 1989-91 period.

The aim of this Is clearly set out: It Is to analyse how effective the
national systems are. As collecting and administering VAT Is the
responsiblility of the Member States, It Is vital to ensure that the

1 Cf. the declaration re Article 18(3) entered iIn the Counci! minutes of
29 May 1989 at the Commlission‘s request, the first paragraph of which
reads: “Consclous as It |s of the greater role it will henceforth

have to piay in combatting fraud, the Commission states that It wil
have recourse to the Inspections provided for in thls paragraph while
respecting the powers to be exercised by the Member States as regards
the prevention and deterrence of fraud and irregularities relating to
traditional own resources.*

2 See above.
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Community’s finances are not diminished through revenue belng undervalued
as a result of underestimating the level of tax fraud.

With prompting from Commission departments, al! the Member States answered
thelr questionnalres properly and there was a high degree of cooperation.

The report falls into three main parts:

- examlnation of the features of nationa! VAT systems with a review of
difficultles In collecting and administering VAT;

~ examination of steps taken by the Member States to overcome these
difficulties;

—~ suggestions by the Commission, after consulting the Member States, of

ways of making the national systems more effectlve.

In the first part, certain differences between the Member States came to
light as regards the treatment of taxable persons and the way the
administrations In charge of VAT matters were organized. The problems
which arose Include the féllowlng.

. As regards taxpayers’ wllllnqness to comply with formalities of their
own accord: the complexity of and frequent changes In the structure of
VAT, and the problem of taxable persons’ perception of departmental
fairness and efficlency in enforcing compllance with VAT law;

. As regards enforcement : slowness and Inaccuracies In processing data
relating to registration, declaration or assoclated payment, owlng in
particular to computerization or human resources problems, and the
division of tax departments Into separate compartments.

The second part has the merit of highlighting recent progress In making

certaln procedures more effective. There has been progress In:
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. encouraging compliance with requirements;

- making optimum use of resources (computerizatlion; human rescurces);

. making optimum use of VAT administration procedures;
Interdepartmental coordination within Member States and inside the
Community

. sanctions and means of redress.

The Commission’s suggestions centre on a number of measures to do with

compliance and enforcement, particularly Iin cases of fraudulent dealing, as

well as with the computerization, reorganization and rationalizatlion of
procedures by strengthening local structures, and staff training. These
measures arose out of the developments observed following examination of

the two areas covered by the report mentioned above.

The Commission will monitor progress in carrying out improvements and make
contributions to It In the form of exchanges of Information and training

schemes,

2. Mutual assistance and administrative cooperation

2.1. Fine—-tuning mutual assistance

Progress over the last few years has been encouraging, whether It be In
notifications pursuant to Regulations (EEC) No 616/78 and No 1468/91, In
terms of quantity and quality, fruitful developments in carrying out
investigations, training and the holding of seminars or the expansion of
the SCENT computerized system for informatlon exchange.

At a meeting In October 1991 the heads of the Member States’ customs

services sald they would welcome further moves In this direction.
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Generally speaking, as the Commission polnted out In Its communication to
the Council, Parllament and the Economic and Soclal Committee on the
customs unlon in the context of the single market,! administrative
cooperation, particularly In combating fraud, Is one of the priorities for

the customs union as 1993 approaches.

It Is one of the factors which contribute to the proper Implementation of
the common policies in trade with non-Community countries and safeguard the
Community’s financlal interests. It makes for falr practice in trade
against a background of healthy competition.,

In 1991 action taken to stimulate further progress In this direction
included exchanges within the framework of the Matthaeus programme, the
drafting of cooperation agreements with non-Community countrles and the
expanslion of SCENT.2

On this last point, there ﬂs interaction with the work belng done in the
context of the Customs Information System, a computer|zed system which
bullds on SCENT to strengthen the Community's external frontlers In
relation to harmful products such as drugs and arms which are not at the
moment within the Community's sphere of Jjurlsdiction. The exlIstence of
these networks Is fundamental to the removal of Internal frontlers.

In the wider Europe, a number of EFTA countries are also apparently
interested In Joining SCENT, though the practicalities have yet to be
worked out.

Other measures which have been proposed are more Innovatlve In character.
In that sense changes might be made to certain aspects of Regulation (EEC)
No 1468/81, though without changing the broad outlines.

1 COM(90) §72 final, 31 January 1991.
2 See Chapter 2(3) In Title I1.
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In 1991 the Commission sent out 109 notlificatlons, Including 69 new cases

and 40 additional notiflcations. Of these, 84 related to own resourcss.

em.St. Comm | s~
Commis. | B D DK 1EL |ESIF [IRL} I L NL{ P UK| sion [TOTAL
No of -
cases 7| 12 2| 2(12]|14| - |~ 1 4] - 11 44 109
In ail
own re-
sources 5| 12 1 21 2111 - |- 1 3| - 10 37 84
cases

When the Community rules first started to be applied, notifications related
to isolated cases of fraud reported after national investigations had been

carried out. They now tend to cover a whole sector of trade with one or ‘
more non-Community countrles and are more often clrculated when suspiclion
first arises. These two factors combined make for economies of scale In
preliminary research Into matters of fact and enable coordinated action to
be taken against fraud. In that sense notifications have become an
Instrument in the day-to-day work of enhancing the effectlveness of
controls on the external frontliers and contribute In thelir field to the
establishment of the Internal market.

The range of products to which notifications relate has expanded
considerably to encompass every section of the customs tariff involving

dutles.

As regards regulations, there are now more cases Involving anti-dumping

dutles and the different preferential origin systems.
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2.2 Further action in-'cases involving mutual assistancel

The cases clted at 2.2.1. and 2.2.2. all refer to Investigations In
non-Communlty countries. Such missions take place, following case-by-case
negotlations with the country concerned where there Is no speciflc
agreement on asslistance, only where investigations in the Community fall to
produce the requisite evidence of fraud. At a cost in budget terms of less
than ecu 300 000, these missions have led to the identification of

ecu 41,410 miltlion of own resources Iin 1991.

2.2.1 Further action in old cases

Agricuitural and fishery produgts

. Yugoslav malze

The following action was,taken In Greece pursuant to the Court's

Judgment in Case 68/88:

- the traders Involved and several civil servants were glven prison
terms, suspended In some ¢ases, for concealment of fraud;

- the traders Involved and several clivil servants were glven prison
terms, suspended In some cases, and flned a total of ECU 1 752 136

for the actual fraud.
. Beef from Brazil
The Investlgation uncovered evidence that false declarations of the type
of meat (offal) had been drawn up to evade payment of levies. The exact
amount to be recovered Is being calculated on the basis of additional
documents which the Brazillan authorities have undertaken to supply to
the Commission.

. Guyana rlce

Investigations showed that rice from various non-Community countries

1 See Annex 1.



- 20 -

(Thalland, the United States, Argentina and Uruguay) had been Imported Into
several Member States under false Guyanese declaratlons of origin Involving
the presentation of EUR 1 certificates which had been elther fals|fied or
Improperly obtained.

The own resources evaded are estimated, as investigations stand at
present, to come to ECU 4 500 000.

« Orlgin of preserved fish Imported from Mauritlus

Fishery products from the ACP countries are entitled to preferantial
origin treatment only If certain conditions are compliied with; these
relate to the vessels used and are designed to ensure that partner
cduntrles remain in control of the operations. In the case In point It
was discovered that not all the condltions had been met, at least up to
July 1991. The dutles payable for the preceding period come to between
ECU § and 7 million. Mauritius, however, placed a different
interpretation on the findings; this will have to be considered by the

relevant cooperation committee as lald down In the Lomé Conventlon.
« Origin and value of peeled shrimps and salt fish Imported from Greenland

In 1990 this Investigation established that there had been partial use
of raw materials from non-Community countries to obtaln products
imported under the preferential treatment arrangements allowed to
overseas countries and territories, and that certain imports had been
undervalued. The two Member States which took part In the
Investigations (Denmark and Portugal) recovered evaded amounts of
approximately ECU 750 000.

. Preferential origin of other fishery products (Gambia, Slerra Leone and

Las Palimas)

Operations in the Member States have reached the recovery and
prosecution stage. One Member State has reported recovering ECU 88 500

and has instituted proceedings against seven other Importers.
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Joxtil

Praferential orlgin of clothing Imported from Maurltius

Inquirfes carried out with the help of two Member States (France and the
United Kingdom) in 1989 and 1990 established that certificates of
preferential ACP origin had been submitted In respect of clothing that
had been either manufactured In a non-Community country or made up in
Mauritius with cloth from non-Community countrles.

Because of the large number of Importers concarned, the outcome of
action to recover dues by the Member States (Germany, Belgium, France,
Italy, the Netheriands and the United Kingdom) has not yet been
established. To date the Commisslon has been notifled by one

Member State that ECU 73 500 has been recovered.

Another Member State saldythat It was Instituting legal proceedings to
recover ECU 42 500.

Other textlle products _ _ N

Investigations In Asia have produced the results set out at 2.2.2.

Industrial products

Potassium permanganate and videocassettes in Hong Kong and the Peoplse’s
Republic of China

(1) Potassium permanganate
Following coordinated investigations In several Member States Into
the evaslion of anti-dumpling measures relating to thls product,
approximately ECU 2.2 milllion has so far been recovered in duties
and financial penalties. All the fraud naetworks identifled In the

investigations have been dismantled.




-22-

(2) Videocassettes
ECU 215 000 in duty has been recovered. The results of
investigations establishing the non-preferential origin of the
Imported products have been confirmed by the exportling country.

Renewed recovery procedures In respect of more than ECU 1.5 mi!llon
are under way. Operations contlinue.

. Origin of electric motors in Malta
The Investigation showed that a false declaration of orlgin was made
with a view to evading anti-dumping measures. Following recovery
measures by the Member States concerned (Germany, Denmark, France and

Italy), ECU 350 000 was recovered.

2.2.2 New cases

Agricultural and fishery products

. Preferential origin of shrimps Imported from the Faerce lslands

The obJect of this Investigation, which was carried out with the help of
two Member States In September 1991, was to check on the clrcumstances
in which whoie or peeled shrimps exported from the Faeroes under EUR 1
certificates had been caught and worked. It was found that the goods
were not all entitled to preferential treatment owing to the status of
the fishing vessels concerned or because raw materlals from
non-Community countries had been used.

The Importing Member States were asked to take actlion to collect the

sums due on the basis of the documents collected and on the grounds that
the ECU 1 certificates were invalid. Customs duties on the overall
value of the consignments of non-Community origin come to an estimated
ECU 10.5 milllon. The exact amount cannot be calculated until the final
destination of the goods has been ver|fied, some of them having been
re-exported to non-Community countries.
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Preferential orlgin and type of preserved fish in Thalland

The misslon carrled out In September 1991 with officlals from the
Member States most closely involved established that the type of fish
daclared was not avallable In Thailand and that the fish actually used
were themselves imported. As Investigatlons stand at present, evaded
amounts are assessed at approximately ECU 10 million. The Thai
authoritlies have been asked to withdraw the preferentlal origin

certificates In question.

Preferential origin of preserved flsh in the Solomon Islands, Fij}l and
céte d’ivoire ) sl

To supplement the Investigations carried out In the Member States and by
the Comml§slon, missions Involving national officlials were sent to the
three countries concerned in May, June, November and December 1991.
Depending on the country concerned, the false declarations of origin
discovered related to the use of raw materials previously Iimported from
non-Commun!ty countrles, to catches by vessels which did not meet the

conditions for preferential origin, or to a combination of the two.

In view of the overall value of the consignments covered by the EUR 1
certificates concerned, the dutles invoived In these cases are estimated
at present to be ECU 710 000, ECU 0,2 milllion and ECU 17 milllon
respectively.

TJoxtiles

Preferentia! origin of textiles and clothing In Yugoslavia

Following susplcions arising from investigations carried out by several
national customs departments Into the valldity of EUR 1 certificates

Issued In Yugoslavia, a delegation of representatives of the Commission
and the Member States chiefly concerned took part In on-the-spot .

inquiries in May 1991.
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It was established that, of 700 consignments, over 400 were of
non-preferential orligin as raw matertals from non-Community countrles
had been used. The Member States are now taking further steps to
recover the evaded dutles, which are estimated at more than

ECU 2 milllon.

Preferential origin and evaslon of Import quotas In South Africa, the
Ciskei and Lesotho

Processing of the findings of investigations Into Aslan textiles In 1990
has led to the Identification of new fraud networks. The false
declarations of origin discovered-during a fresh mission carried out
with the help of four Member States in October 1991 were used to evade

- Import quotas and to obtain the preferential treatment given to the ACP

countries when there was no such entitlement. The overall value of the
goods concerned Is estimated at ECU 20 million, giving dutles of some
ECU 1 milllon.

2.2.3. Other results (1991 notifications)

Maize

Malze from a non-Community country (the United States) was Imported into
Spain with payment of a reduced levy owing to the accession
arrangements; re-export to another Member State Is allowed only on

payment of duties at the normal rate.

It was found on investigation that there were several cases of
re-exportation without payment of the requisite duties, and the
Member State In questlion recovered ECU 1 500 000 in own resources due.

Fraudulent Iimports of live cattle

Following preliminary discoveries by the national administrations In
Belgium, France and the Netherlands from September 1990 onwards, several
fraud networks were detected Iin 1991. Administrative and legal
inquirles are stii! under way In a number of Member States, with the
Commlssion coordinating Information and action.
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It was established that two types of fraud had taken place:

- Livestock which was supposed to be sent through the Community in
transit on Its way to other, non-Community countries had been
withdrawn from that arrangement and the external transit (T1)
papers had been discharged with counterfeit stamps or not
discharged at all. In some cases, so that the goods would be
granted Community status, the traders concerned had then had T2
papers drawn up on the basis of Inaccurate information as to the
purchase of the |lvestock.

- It was found that the quantities Involved In other transactlons
declared to customs had been reduced.

Besides the effects which fraud on this scale had on the operation of
the markets, the financlal loss to the Community, so far as Is known at
present, can be estimated at ECU 17 million.

hapter 2 — EAGGF rant tion_expendit

1. The Commission's powers,

Under the rules governing the EAGGF Guarantee Section, the Commission Is
directly invested with the following powers: 1

- 1t must be kept regularly informed by the Member States;

- It may carry out on-the-spot Inspections and may request the national
authorities to conduct checks;

- Within the framework of the procedure for the clearance of accounts It
has to verify that expenditure has In fact been Incurred and that the
rules have been complied with.

1 Counclil| Regulation (EEC) No 729/70 of 21.4.1970 on the financing of
the common agricultural policy: 0J 1. 94, 24.4.1970, p. 13.
Council Regulatlion (EEC) No 595/91 of 4.3.1991 concerning Irregularities
and the recovery of sums wrongly paid .n connection with the financing of
the common agricultural policy and the organization of an Information
system Iin this field and repealing Regulation (EEC) No 283/72: 0J L 67,
14.3.1991.
Commission Regulation (EEC) No 1723/72 of 26.7.1972 on the clearance of
accounts for the EAGGF Guarantee Section: 0J L 186, 16.8.1972.
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The Commission must be kept duly informed not only under Regulation (EEC)
No 729/70 but also under Articles 3, 4 and 5 of Regulation (EECi No 595/91,
which repealed Regulation (EEC) No 283/72. This new Regulation, which came
into force in March 1991, Incorporates the lessons learned by experience
With a view to more effective prevention of fraud and Irregularities. The
Member States are to continue to send the Commission a quarterly report
specifying any cases of irregularity which have been the subject of primary
administrative or judicial findings of fact and are to Inform the
Commission of the procedures instituted in respect of such irregutarities,
but henceforth they must also provide more detalled information, e.g.
giving the date on which the irregularity was discovered and, where
appropriate, identifying the natural and legal persons involved. They must

also notify the Commission of any significant changes in these procedures

within two months (instead of one month). The minimum sum invoived in the
irregutarity must be ECU 4 000 (instead of ECU 1 000).1 |In 1991, the
number of irregutarities notified by each Member State and the
corresponding impact on EAGGF finances were as fol lows:
Member
State B D DK EL ES F IRL | L NL P UK |TOTAL
Number
of cases 24 41 24 14 64 101 10 56 0 93 i6 131 574
Amounts '
involved
(ECU
mtllion) 3,23} 4,17} 1,33(017) 1,7 5,56(Q06(41,77| - 3,98| 0,16 5,11| 67,24
Amounts
recovered
(ECU
miftion) 0,02| 0,22} 1,121 0 0,29| 3,1 0 2,27 - 0,8t; 0,07} 1,47 8,74

1 See Chapter 1, section 4.1 1 of Title 1|
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A total of 574 cases were reported in 1991 with 478 involving amounts of
over ECU 4 000. In 1990, 819 cases were reported with 355 exceeding that
limit, As regards the total amount involved, the 355 cases In 1990
represented a total of ECU 137,09 million, whereas the 378 cases in 1991
represented only ECU 67.18 million.

Year Number of cases Amount
over ECU 4 000 ECU million

1990 355 137,09

1991 478 67,18

The sectoral breakdown of cases (see the tables in Annex 2) for both 1990
and 1991 and the compar Ison between the two years reveal the large amounts
involved in 1990 in three major sectors (oils and fats - ECU 33.6 million;
milk products - Ecu 17,3 million ‘and beef/veal - ECU 28,9 million), the

result in each instance of a few very serious cases; the amounts involved

in 1991 are much lower in these sectors.

As was to be expected after the introduction of Regulation (EEC) No 595/71,
there was i1n fact a reduction in the overall total of cases and an increase
In the number of cases involving over ECU 4 000, but at the same time there
was an appreciable drop in the amounts involved, It 1s not yet possible

to draw any real conclusions from the statistics.




|

|

- 28 - {
!

t

|

The Commisslion has two legal bases for on-the-spot Inspections and for

requesting additional checks:

= Article 9(2) of Regulation (EEC) No 729/70, under which the Commisslon
carrles out the inspections which it considers appropriate, calling on
the assistance of national officlals If need be;

i

;

~ Article 6 of Regulation (EEC) No 5§95/91, under which the Commission, if |
1t considers that irregularities have been committed In one or more {
Member States, may request the Member State(s) concerned to hold an }
Inquiry In which Comﬁlsslon officlals may take part. This Regulation, N

as distinct from Regulation (EEC) No 283/72, requires Member States to
hold such Inquiries "at the earllest opportunity" and to communicate the If

oo Cal, L LU

Inquiry findings to the Commission “as soon as possibie” and It defines

the powers conferred on Commission offlicials in greater detall.l !

Commisslon’s clearance-of-accounts declsion must specify how much of the

expenditure Incurred In each Member State during the year In question Is

recognized as chargeable to the EAGGF Guarantee Section. For the purposes

of this decision the Commission cannot recognize any expendlture which has
not been Incurred In accordance with the Community rules. ‘L

b |
] As stipulated in Article 8(a) of Regulation (EEC) No 1723/72, the :
I
1

1 See Chapter 1, sectlon 4.1.1 of Title I1I.
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2. Further actlon in cases Involving the EAGGF Guarantee Section
2.1 Furhter action in old cases

In 1991 the following developments occurred In Inquiries commenced In
earlier years:

Fruit and vegetables
Citrus fruit

The appropriate conclusions were drawn from the 1989 Inquiry into the
cltrus fruit sector; the clearance of the 1989 accounts will Include
financial corrections in respect of national ald to processors and
nhon-comp!iance with quality standards on the Itallan market.

Following the abovementlon?d Inquiry, In the course of which the controis
on withdrawals of mandar Ins were found to be Inadequate, a number of checks
were carrled out In Italy on the controls applled to withdrawals of other
fruit and vegetables (nectarines, peaches and apples). No on-the-spot
Inspection was deemed appropriate in the case of certain other products
(tomatoes, caulliflowers), w}thdrawals of which were on a very smal!l scale
and had occurred at several locations and at varjous different times.

Observations concerning the shortcomings of the quality control applied to
withdrawals and concerning checks on producers’ organizations will be
communicated to the Member State. The financial consequences will be
decided when the 1990 accounts are cleared.

. Storage of dried grapes In Greece

The on-the-spot Inquiry revealed a number of shortcomings In the way the
Greek authorities applied the Community rules. When the 1989 accounts are
cleared, the financlal consequences will be decided In respect of the
storage ald and financial compensation granted for this product.
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Cereals
Durum wheat : inward pProcessing arrangements and export refunds

1) There have been some new developments In the Inquiry which began in
1989 Into tnward processing and export refunds In Italy. The natlonal
authoritles, assisted by the Commission, have carrled out several
Inspections, the concluslons of which are expected In 1992. It should be
ment loned that the Inquiry has now been extended to cover Spain.

(2) As a result of this Inquiry the Commission has amended the
legisiation concerning Inward processing arrangements! and has adopted
Regulation (EEC) No 3307/912 to provide a new tariff classification for
groats and meal obtained from common or durum wheat and Reguiatlion (EEC)
No 2849/913 to adjust the quantities of wheat qualifying for export
refunds on meal and to simplify the rules for assessing the ash content.

Production ald for durum wheat

Applications for this aid, which Is based on the area cultivated, have been
received in respect of non-cuitivated areas.

The Inspections carrled out in Greece In 1989 made it possible to identify
a certain percentage of the non-cultivated areas concerned but also
revealed a tendency towards the “"padding" of aid appllcations.

1 Commission Regulation (EEC) No 704/91 of 27 February 1991 (0J L 77,
23.3.1991) and Commlission Regulation (EEC) No 2228/91 of 26 Junes 1991
(oJ L 210, 31.7.1991).

2 Commission Regulation (EEC) No 3307/91 of 13 November 1991 amendlng
Regulation (EEC) No 3846/87 establishing an agricultural products
nomenclature for export refunds, with regard to CN codes ex 1102 and
ex 1103 (0J L 313, 14.11.1991, p. 11).

3 Commission Regulation (EEC) No 2849/91 of 27 September 1991 amending
Regulation No 162/67/EEC on the method of fixing the export refund on
flour, groats and meal of wheat and of rye (0J L 272, 28.9.1991,

p. 62).
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Some financial corrections will be made when the 1989 accounts are cleared,

. Quallty of cereals (durum wheat and common wheat) in Intervention
storage

The Commlssion carrled out Inspections In ltaly and Germany to assess the
quality of the cereals heid In Intervention storage. Some samples were
taken and analysed at various laboratories. The results are now belng
processed by Commission staff, who wili shortly draw the appropriate
conclusions and Inform the Member States concerned accordingly.

. Greek durum wheat declared as exported to Madeira but In fact re-routed
to Portugal

In Greece steps are being -taken to recover the sums wrongly pald In 1983

because of the difference in the rates of export refund for Madelra and

Portugal. '

Olive oil

Al

- Quality of ollve oll held In intervention storage

In 1989 an Inquiry was held Into the quallty of the olive oll heid iIn
Community Intervention storage In Spaln. Analyses carriled out by two
Community laboratories revealed that the quality of some ol! was not the

same as that declared when the of! was taken Into storage.

The appropriate financial corrections will be made when the 1989 accounts
are cleared.

Meat

Variable slaughter premium for sheepmeat and goatmeat (claw-back)




- 32 -

The Commission and the United Kingdom have conducted a bilateral
investigation Into this matter. The inquiries are now in their final
stages. Certain data have still to be made available, however, bafore the

Commission can take the appropriate decision.
. Public storage of beef

The Inspectlions concentrated on the quality of the meat in storage. Visits
were made to cold stores and slaughterhouses In Ireland, Germany, Italy and
the United Kingdom In the course of 1990 and 1991, with a view to verifying
(with the asslistance of a-veterinary expert) whether the meat In
Interventlon storage was of the quallity specified and whether it met the

requirements lalid down.

Bllateral discussions are still being held with the Member States
concerned.

. Ewe premium

Following the inqulries In Spain and Greece In 1989, further I[nvestigations
were made In the United Kingdom and Portugal in 1990. These Investigations
have revealed shortcomings In the national control arrangements and [n some

cases the lack of any controls.

In the case of Spaln, Gresce and the United Kingdom the flinanclal
consequences will be drawn when the 1989 accounts are cleared. |In the case
of Portugal some further checks will be made.

. Withdrawal of pigmeat from the market following the outbreak of swine

fever Iin Belgium

The Commission has carried out a number of inspectlions at slaughterhouses,
cold stores and cutting plants, in order to check on the guantlty and

quality of the products concerned and to verify ghelr origlins.




- 33 -

The findings are now the subject of bilateral discussions'between the
Commission and Belgium._

. Exports of beef and veal

Three Investigatlons have been carrlied out to ascertain whether the
products concerned were actually released for consumption In the non-member
country specified In the application for an export refund. The countries

declared as the destination of the meat In question were the following:

Romania

On~the-spot checks and an examination of the documents obtained have not
conflrmed the existence of any Irregularities.

Mauritius

The Investigation revealed that export refunds had been wrongly paid. The
Commission Is monltoring the recovery procedures inltiated by the

Member States concerned.

Zimbabwe and Zalre

The Commission Is monitoring the recovery procedures Initiated by the
Member States concerned. \

Milk products

Intervention purchases of butter (NIZ0O)

Until 1 July 1987, Regulation (EEC) No 985/68 required that butter for
intervention should be made from sour cream. In the Netherlands much of
the butter bought In between 1980 and 1 July 1987 was Inelligible because a
process whereby butter was manufactured from sweet cream was widely used In
that country. However, since It Is legally Impossible for the EAGGF to
reverse the clearance-of-accounts decisions taken by the Commlssion before

the Inquiry was held, financlal correctlons can only be made In respect of
1987.
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Investigations In France revealed that In 1984 the French authorities set
up a control system (sampling and analysls of cream) to ensure that butter

for Intervention is made from sour cream.

Tobacco

As a direct result of the conclusions reached by a group of experts and the
outcome of the Inquiries conducted,! the Commission took the inltlative of

drawing up a number of proposals for Councll regulatlons:2

- concerning intsr-branch organizatlons and agreements in the tobacco
sector;

- on the common organizatlion of the market In raw tobacco;

- fixing the premiums for leaf tobacco by group of varleties and
allocating processing quotas by group of varleties and by Member Statse.

The need for a better appraisal of the risks of fraud has recelved special

attention. In this connection it is planned:

(1 to group the varietles of tobacco together in more easily
Identifiable familles, with a single rate of premium per famlly,
and thus put an end to slituations where there are too many
varieties which are difficult to ldentify once harvested and which
could give rise to fraud, In view of the different rates of premium

for each variety;

(2) to improve the control arrangements, and In particular to set up
speciflic agencies co-financed by the Community.

2.2 New cases

Several new Investigations were conducted in 1991, namely:

1 Including the inquiry in ltaly in 1990 into the payment of premiums
for the Badischer Geudertheimer hybrid variety.
2 0J C 295, 14.11.1991.
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. Exports of tobacco

The Commission recelved information to the effect that Greek tobacco of the
Tzebella and Mavra varietles was being exported to Bulgaria in breach of
the rules: in particular, the tobacco was belng exported in leaf form
instead of being processed as required by the legislation.

An Inquiry was held in Greece to ascertaln whether the tobacco in question
had in fact been exported in accordance with the rules.

On-the-spot Inspections and an examination of the relevant documents have
so far failed to uncover any Irregularity.

Nuts

In view of the very strong demand from Spanish nut-growers to qualify for
the speciflc measurss lntrodu;ed by Regulation (EEC) No 789/89,1
Investigations were carrled out in Spain to verify operations In that
sector and to ensure that they were In accordance with the Community rules.
On-the-spot lnspsctlonsrﬁaljpd to reveal any Irregularlty. On the other
hand, observations concerning the shortcomings of the system for applying
the regulations were addressed to the Spanish authorities.

. Exports of beef to C8te d'lvoire

An on-the-spot Inquiry was held to ascertaln whether the meat Imported from

the EEC met the minimum conditions for obtaining export refunds.

It was found that much of the boned meat exported contained an excesslve
percentage of fat (over 50%), which ought to have ruled out the granting of
any refund.

1 Council Regulation (EEC) No 789/89 of 20 March 1989 instituting
speciflc measures for nuts and locust beans and amending
Regulation (EEC) No 1035/72 (0J L 85, 30.3.1989).
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The Inqulry Is stll! In progress. Whatever the outcome, all Member States
have been asked to apply substantlally tighter controls to meat exports.

. Export of beef to Yugoslavia and Lebanon

Investigations were made In Lebanon and quoslavla lnt;7EEc exports
declared as intended for Lebanon and the/ﬁnlted Arab Emirates

(differentiated refunds).

It was found that the goods declared as Intended for Lebanon had not
arrived In that country. On the other hand, some meat declared as intended
for the United Arab Emirates had arrived in Lebanon, where 1t had been
released for consumptlion, although it had qualified for the higher rate of
refund granted on exports to the Emirates.

The Member States concerned have Initiated proceedings for the recovery of

the sums wrongly pald.
. Ollve oil

An analysls of the statistics covering iIntra-Community trade in olive ofl
and other Informatlon obtained by the Commission revealed significant
discrepancies between the quantities declared as exported from Greece and

the quantities recorded as Imported into ltaly.

The preliminary results of the investigations made In Greece and ltaly
revealed certain anomalies. With a view to clarifying the situation and

drawing the approprlate conclusions, inquiries will continue In 1992.
. Milk powder
An inquiry is currently being held into the circumstances In which

Community milk powder was exported to non-member countrlies In 1988, having

qualiflied for export refunds.
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Similarly, an Inquiry Is being held Into the processing opsrations using a
milk-powder product which Is Iimported into the Community in llquld form and

quallfies for Community aid when It Is used for the manufacture of animal
feedingstuffs.

hapter - Structural nd:

The structural policies have entalled a considerable financial outlay,
which has in turn necessitated a tightening of the control arrangements.
Counc!| Regulatlon (EEC) No 4253/88,1 for example, was intended to
coordinate the asslstanée from the various structural Funds, whilst placing
on the Member States the obllgation to prevent and prosecute Irregularlties
and to inform the Commisslion accordingly.

In 1990 a code of conduct? proposed by the Commission was Introduced to
provide detailed rules for, the Impiementation of_ArtIcIa 23(1) of
Regulation (EEC) No 4253/88. This code requires Member States, on the one
hand, to communicate to the Commission, any national provislons adopted
with a view to prevanting and taking action agalnst Irregularities and to
Identify the departments responsible for Implementing these provisions and,
on the other hand, to report all irregularities Involving over ECU 4 000,
at four-monthly intervals.

This code was declared null and void on 13 November 1991,3 however, the
Court of Justice having accepted the application for annulment lodged by
France (with Belglan support) on the basis of Article 173 of the

EEC Treaty.

1 Councli] Regulation (EEC) No 4253/88 of 19 December 1988 laying down
provisions for Implementing Regulation (EEC) No 2052/88 as regards
coordination of the activities of the different Structural Funds
between themselves and with the operatlons of the European Investment
Bank and other existing financial instruments (O0J L 374, 31.12,1988).

2 0J C 200, 9.8.1990.

3 Judgment of the CJEC of 13 November in Case 303/90 France Vv
Commission.

e Tleein
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The arguments adduced by France Included the contentlon that the matter was
outside the competence of the Commission, its violatfon of the Communlity
rules and misuse of procedures. Having concluded that the code constituted
an act Intended to produce legal effects distinct from those of Article 23
of Regulation (EEC) No 4253/88, the Court found the application admissible
and acknowledged that the code had been adopted by an author ity which had
not been Invested with the powers to do so. The Commisslon will have to
draw the appropriate concluslons from thls ruling, since the arrangements
for notifications from the Member States call for the Introduction of
binding provisions (proposal for a regulation). It should be pointed, out,
however, that the annuliment of the code of conduct does not free the

Member States from their obligation to keep the Commission Informed under
the abovementioned Article.

Member States’ communications covering the period from 1 November 1990 to
31 December 19911 may be broken down as follows:

STRUCTURAL FUNDS
ESF EAGGF ~ R ERDF TOTAL
MEMBER| CASES AMOUNT CASES  AMOUNT CASES AMOUNT CASES AMOUNT
STATE IN ECU IN ECU IN ECU IN ECU
BE [ 0 0 4] 0 [¢] 0 0
DA 0 0 1 11 512 0 o] 1 11 512
DE o] 0 0 0 0 0 0 o]
EL 2 79 123 7 47 559 0 o] 9 126 682
ES 1 14 354 5 75 625 (o] 0 6 89 979
FR 1 369 934 1 233 738 1 267 478 3 871 150
IR 0 0 5 44 448 0 0 5 44 448
T 0 0 0 0 0 0 0
LU o] 0 0 0 0 0 0
NL 0 0 12 119 436 0 12 119 436
PO 0 0 0 0 0 0 ]
UK o] 0 2 125 662 3 96 831 5 222 493
TOTAL 4 463 411 33 657 980 4 364 309| 41 1485 700
1 This period covers all communications recelved under Regulation (EEC)

No 4253/88 since it came into force.
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At the meeting of the Community Committee for the Coordination of Fraud
Prevention on 23 October 1991 constructive discusslons were held with the
Member States. Attentlion was drawn to the predominance of communlcatlons
relating to the EAGGF Guidance Section (the natlonal departments concerned
are more aware of the requirements In this area, which have been In force
for some time), the small amounts usually involved and the dWsparItles from
one Member State to another.

The communications In questlon may be broken down as follows:1
1.1 EAGGF Guldance Section

Since 1 November 1990, seven Member States have Informed the Commission of
a total of 29 cases Involving ECU 657 980 in all.

Spain has also notifled four additional cases of Irreguiarity but the sums
fnvolved have not yet beeq specifled.

The irregularities involving the largest sums occur mainly in the wine
sector and in connectlon with Councll Regulation (EEC) No 355/77 of
15 February 1977 on common measures to Improve the conditions under which

agricultural products are processed and marketed.?2
1.2 European Reglonal Development Fund
In 1991 only one Member State notifled a case of fraud to the Commission.

The sum involved was ECU 21 452. In three cases notiflied before 1991,
however, a total of ECU 342 857 had to be recovered from two Member States.

1 Cf. Annex 3.
2 0J L 51, 23.2.1977.



rﬁ.ﬂiﬁ

— 40 -

No cases of fraud were detected In the course of the checks carrled out by
the Commission during the year. Visits to the Member States enabled
Commission staff to gain a better understanding of the national

arrangements for ensuring the proper operation of the ERDF.

1.3 European Social Fund

Three Member States notified the Commission of four cases (one In 1990 and it

three In 1991) where-the total sums-to be recovered amounted to
ECU 463 411, of which ECU 14 354 has already been recovered.

As regards the cases notifled by Portugal under the abovementioned
legislation, the present situation may be summarized as follows: L
- up to the end of 1991, a total of 328 cases relating to the period
1986-89 had been notified by Portugal under Article 7 of
Declislon 83/673/EEC. The suspected Irregularities Involved payments of

ECU 121.1 milllon (136 cases Involving an Initlal advance and balance of L
ECU §7 million have been closed; 192 cases Involving an inltial advance ’
of ECU 64.1 mllllon have not yet been closed). The Commission decided iHH

to Initlate civil action in 27 criminal proceedlngs‘lnvolvlng a total of I,
35 cases, and was Informed of the outcome In each case by the Portuguese |
courts; In 18 of these cases full or partial repayment was ordered, ’
Involving the reimbursement of almost ECU 750 000 In all;

-~ [In 238 cases also covering the period 1986-89 the Portuguese authorltles
submitted requests for the payment of the balance (ECU 16 milllion), I
subject to checks in the form of the appropriate Inspectlons and audits. H
In doing so the Portuguese authorities were anxious to provide maximum !

guarantees without conceding that any irregularities were suspected. r




| —41-

TITLE 11. WORK PROGRAMME

h It should be polinted out to begin with that thils Tltle concerns the
Commission’s work programme on combating fraud as set out Iin Annex 4 and
makes a varlety of comments on some of the 45 points classified under the
headings of preventlon, cooperation and counteraction. There has been

! substantiél progress In carrying out this programme, the scope and content

of which will be-siightly revised Iin 1992.

Chapter 1 -~ Prevention

1. Preventing the risk of fraud at the legislative stage (point 13)

} In 1990 the Commission set up an Internal procedure covering agrliculture

l and fisheries, the object of which was to introduce preventive control

!g based on the principle of {unctlonal separation between the department

l} managing a resource and the department responsible for financial control,

! In order to ensure that the susceptlblllty to fraud of proposed regulatlons

Is assessed.

Thanks to the application of this procedure, implementation of the
Commission’'s guidelines aimed at the systematic introduction of control
| provisions and, where appropriate, sanctions In the area of the EAGGF,

Guarantes Section, has proceeded satlsfactorlly.1

Furthermore, under Article 3 of the Flnanclal Ffegulatlon,2 which
stipulates that "any proposal or communication submitted by the Commission
to the Councli! which may have budgetary consequences ... must include a

financial statement”, a flnancial statement has been drawn up contalining In

1 SEC(90)1381, 12 July 1990.

2 Counci! Regulation (ECSC, EEC, Euratom) No 610/90 of 13 March 1990
amending the Financlal Regulation of 21 December 1977 appllcable to
the general budget of the European Communities: O0J L 70, 16.3.90.
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its first section, on the financial implications, an item 8 entitled:

"What anti-fraud measures are planned in the proposal for the operation?”

The Incluslon of this Item should promote an awareness of potentlai hazards

and encourage departments to take appropriate counter-measures.

The financial statement is designed to be applied at two stages:
~ as part of the process of drawing up the annual budgst;

- In the more specific context of any proposed measure put forward by a
Directorate~General.

Certaln difficulties have cropped up In the application of this procedure
and the degree of application varies from one field to another. Thought

must be given to ways of achieving more positive results.

2. simplification of agricultural legislation (points 1 and 2)

The Commission has asked an expert working party chaired by
Mr André Lachaux to look at ways of simplifying the rules with a view to
making them easier to understand and thereby minimizing a major

contributory factor to fraud.

In the course of 1991 the working party’s earller work produced encouraging
practical results. For example, on 3 May 1991 the Commission adopted
Regulation (EEC) No 1157/91 on the sale of butter at reduced prices and the
granting of ald for butter and concentrated butter for use in the
manufacture of pastry products, ice-cream and other foodstuffs and amending
Regulation (EEC) No 570/88,1 basing itself, at least in part, on the

report which the party submitted in December 1990. In particular, the

Regulation adopted the working party’s recommendations that:

1 0J L 112, 4.5.1991.
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the formulas relating to the classification of final prboducts into which
butter or concentrated butter has been incorporated, should be merged;
the requirements governing uncooked dough cut up Into pieces of
characteristic sizes and shapes should be dropped;

the Member States should be allowed to establish a system of quality
contro! measures.

This year, too, the working party produced work containing a number of
ma jor recommendations.

The suggestions concerning refunds on the use of starch involve:
- waiving the obllgation on an operator to state In his certificate
application the eligible product which he proposes to manufacture,
except where the starch Is converted into esterified starch;
establishing an optiona! approval procedure for interna! control systems
set up by starch users;

concomitant simpllflcatl?n of the refund payment procedure;

dropping the practice of systematically checking the final destination

of esterified starch by establishing stricter controls on starch mills
where it Is made. '

Thought has been given to two aspects of the sheep compensatory payment
system:

- adJustments to the existing system, involving the definition of an

eligible sheep, the methods of monitoring the granting of premiums
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and the methods of calculating the payment;
- a more forward-looking proposal for a system of premiums for any lamb
brought for slaughter to an approved slaughterhouse or, by way of

exemption, slaughtered under previously agreed conditlons.

As regards the agricultural product nomenclature for export refunds
(Commission Regulation (EEC) No 3795/91 of 18.12.1991 amending the Annex to
Regulation (EEC) No 3846/87)1 the petfood sector was chosen for a proposal
for simpiification which could be extended to the other sectors. Out of a
threefold concern to establlish effective contro! of declarations, simplify
the work of operators and ascertain the economlc impact of the rates of
refund granted on each product, 1t is recommended that certain parameters,
which lead to a proliferation of subheadings, should be abolished and the

number of subheadings reduced.

The working party has, lastly, moved into a new area with its work on the
rules governing the T5 control copy. In addition to the suggestion that
the exlisting T5 should be replaced by an EECS document which would
circulate only between the body responsible for payment in the Member State
of origin and the Inspecting body in the destination Member State, there
are also proposals for establishing administrative cooperation between the
national inspection agencies and for Member States to appoint a single

Inspection and payment body.

These suggestions are currently being considered.

1 0J L 358, 30.12.1991.
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In parallel with the work of the Lachaux working party, the Commission is
directly involved In efforts to simplify agricultural legislation. As part
of the reform of the CAP, the Council is being presented with a whole range
of full or partial revisions of regulations (particular!y as regards
cereals, beef and veal, milk and miik products); 1if adopted, these would
make a considerable contribution to the gradual simplification of the
regulatory aspects of the CAP.

3. The refunds nomenclature (point 2)

During 1991 the Commission was not idle in the matter of refunds
nomenclature. Over and above Its application to the very specific sector
of petfood (see point 2 above), the Lachaux working party's proposal for

simplification could lead.to a number of Initiatives in other areas as
well.

r
There do, however, seem to have been some difficulties which have held up

progress.

\
It is significant that it has not so far proved possible, by analysing the
milk products sector, to conclude from the number of problems arising that
there should be a major reduction in the number of headings. Some
Member States have been putting technical and commercial necessity forward
as an argument for a detalled nomenc}ature. At all events the Commission,
which is aware of the need to simplify and clarify the nomenclature, has
embarked on a special study of milk products. Depending on the outcome,
consideration may be given to changes in the nomenclature, particularly as
regards cheese. These could include:

- striking out headings which are unnecessary becausse they are little used
or are of no interest to the market;
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- levelling out refunds for similar products wlth proposals for higher
standards (for olls and fats);

- reducing the range between the highest and lowest amounts by lowering
the level of the high refunds.

4. Controls
4.1. Tightening of controls (points 10 and 35)

4.1.1. Regulations Introduced in 1991: there has been a strengthening
of the rules on two levels:

=~ as regards resources: Counci!| Regulation (EEC) No 3077911 and
Commission Regulation (EEC) No 967/91;2

~ as regards exchanges of information: Council Regulation (EEC)
No 595/91.3

The object of Regulation (EEC) No 307/91 Is to reinforce the monitoring and
detection of fraud and irregularities and encourage the Member States to
take appropriate measures. It provides for the Community to bear certain
costs for five years, its contribution being 50% for the first three years
and 25X for the fourth and fifth years, up to a ceiling of ECU 20 miltion
per year. This breaks down Into ECU 10 million under Article 1, In
connection with exports of agricultural products and products exported as
goods not falling within Annex Il to the Treaty, and ECU 10 million under
Article 2, in connection with measures applicable to certain sectors or
products.

1 Counci! Regulation (EEC) No 307/91 of 4.2.1991 on reinforcing the
monitoring of certain expenditure chargeable to the Guarantee Section
of the EAGGF: O0J L 37, 9.2.1991.

2 Commission Regulation (EEC) No 967/91 of 19.4.1991 laying down
detailed rules for the application of Councl! Regulation (EEC)

No 307/91: OJ L 100, 20.4.1991.

3 Councit Regulation (EEC) No 595/91 of 4.3.1991 concerning
irregutarities and the recovery of sums wrongly paid in connection
with the financing of the common agricultural policy and the
organization of an Information system In this field and repeal ing
Regutation (EEC) No 283/72: 0J L 67, 14.3.1991.
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The costs covered are those of remuneration, training, briefing and

equipping agents and, under Article 1 only, monitoring work entrusted to

survellilance firms and laboratories. By taking thls actlon the Community

demonstrates Its awareness of the financial burdens and additlonal
constraints imposed on Member States.

Regulation (EEC) No 967/91 specifies the practical extent of the
Community’s financial contribution, particularly the flat-rate amounts used
to indicate the expenditure incurred on remuneration, and lays down rules
governing the approval of surveillance firms and laboratories.

The objectives of Regulatlon (EEC) No 5§95/91, as compared with Regulation
(EEC) No 283/72, which it repeals,! are:

— to ensure that the Commission iIs better informed at two levels:
(1) about irregularities In the financing of the common agricultural
policy; '
(2) about national administrative and Judicial procedures In this area
_at_all’ stages from initlatlon to conclusion covering, In addition to the
sanctions imposed, any hajor changes which took place during the
procedures and, in particular, the amounts recovered;
- to encourage the most effectlve possible detection of irregularities and
the subsequent recovery of amounts wrongly paid, with the help of a
financial contribution from the Community on two conditions:
(1) the Member State may keep 20% of the amounts recovered in cases of
irregularities reported;
(2) the Member State shal! be reimbursed all or part of the legal.costs
and costs arising direct]y from legal proceedings where such proceedings
have been Initiated or continued at the request of the Commission.

1 Cf. Chapter 2(1) In Title I.
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The Regulation also lays down or specifies the following:
- the minimum threshoid above which cases of irregularities must
automatically be notified is ralsed from ECU 1 000 to ECU 4 000, while
the Commission reserves the right to obtain information concerning cases
where smaller sums are involved;

It specifies the arrangements for participation by Commission officials

In national inquiries, subject to the national rules governing criminal
procedure.

4.1.2. Application of the Regulation on scrutiny after payment

Council Regulation (EEC) No 4045/89 concerning scrutiny after payment! has
been followed up methodically. At meetings of the expert working party
responsible, attention focused on:
- scrutiny of expenditure through final accounts for 1990 and the
statement of advances for 1991. A total of ECU 5.16 million was
earmarked in the 1991 budget on the basis of Articles 13 and 14 (staff
remuneration and training);
communications in respect of mutual assistance among the Member States
under Article 7. Standard forms have been drawn up for this purpose;
= programmes for scrutinies, as laid down in Article 10, for the periods
running from 1 July 1990 to 30 June 1991 and from 1 July 1991 to
30 June 1992. In respect of the first period, particular stress was

placed on differences in the way Information was presented and in the

1 Council Regulation (EEC) No 4045/89 of 21.12.1989 on scrutiny by
‘Member States of transactlions forming part of the system of financing
by the Guarantee Section of EAGGF and repealing Directive 77/435/EEC:
OJ L 388, 30.12.1989, and Iits Implementing Regulation, Commission
Regulation (EEC) No 1863/90 of 29.6.1990: 0J L 170, 3.7.1990.
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amount of Information supplied; to rectify this, presentation sheets

have been drawn up. As regards the second period, the following table

sets out the Member States’ plans for post-payment scrutinies:

Firms to be scrutinized

Number Category
planned
to be l>ECU 200 000 >ECU 10 000 and| <ECU 10 000
scrutinize <ECU 200 000
B 241 168 73 -
0 1137 474 569 94
DK 342 126 117 99
EL 310 270 40 -
ES 468 251 216 1
F 1092 652 440 -
IRL 110 69 41 -
1 1466 1184 282 -
L 4 3 1 -
NL 298 192 106 -
P 45, 35 10 -
UK ‘638 440 196 2
Total 6151 3864 2091 196
% 100 . 63 34 3

Compliance with the provisions governing the minimum number of scrutinies
to be carried out pursuant to Regulation (EEC) No 4045/89 was adequate. In
their programmes of scrutinlies the Member States made plans for checking

6 151 firms, 24% more than the minimum required number.

4.2. Physical checks and audits of export transactlons (points 7, 9 and 22)
1990 saw the adoption of Regulation (EEC) No 386/90 on the monitoring

carried out at the time of export‘of agricultural products receiving

refunds or other amounts and Its implementing Regulation (EEC) No 2030/90,
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as well as Regulation (EEC) No 354/90 amending Regulation (EEC) No 3665/87
as regards proof of arrival at destination in third countries of
agricultural products qualifying for a varlable refund. The following
points should be noted in connection with implementation of the

abovement ioned Regulations.

— Pursuant to Article 7(2) of Regulatlion (EEC) No 386/90, a report to the
Council on progress In .the implementation of the said Regulation Is
being drawn up. Questionnaires have been sent out to the Member States
for the purpose of collecting the requisite information. Note that,
whereas Articls 2 of Regulation (EEC) No 386/90 specifles two types of
checks, physical checks on goods and checks on the basis of documents
submitted in support of the payment application, the first type of check
is subject to a transitional period to which, Inter alia, the final rate
of 5% of export declarations (see Article 3(1)(b)) has not yet had to be
applied. This reservation aside, it appears that the Member States,
generally speaking, would prefer a system which was not rigid (taking
account of an analysis of risks at national level apd not imposing a

fixed rate for all sectors).

~ Discussion Is at present under way In the relevant Commission
departments concerning Regulation (EEC) No 36657871 and more
particularly Article 182 (proof of compliance with customs formalities
on release for home use). '

1 Commission Regulation (EEC) No 3665/87 of 27.11.1987 laylng down
common detalled rules for the application of the system of export
refunds on agricultural products: 0J L 351, 14.12.1987, as amended by,

inter alia, Commission Regulation (EEC) No 354/90 of 9.2.1990:
0J L 38, 10.2.1990.

2 See point 9 of the work programme.
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4.3. Development of new control structures and methods (points 21 and 45)

4.3.1. Community control bodies: Pursuant to Councl| Regulation (EEC)
No 2048/89 of 19 June 1989 laying down general rules on controls In the
wine sector,! particularly Article 6, the Commission set up a special
group of officers to take part In on-the-spot inspections with the
competent bodies in the Member States In order to ensure uniform
application of rules in the wine sector.

Elght staff have So far been recrulited. They have carried out missions to

the competent bodies in all the Member States. During inspections carried

out in 1991 the following general findings emerged:

- there are certain differences in the way the various Member States apply
the Community rules;

- there are differences In the facilities for and organization of
inspections from one Member State to another.

13
There was, in particular, a failure to comply with certain provisions In
the Community rules governing enr ichment, labelling, the keeping of
registers and the movement of products.

4.3.2. Agencles: Set up under Regulations (EEC) No 2262/842 and
No 27/85,3 the olive oll Inspection agencies,4 in addition to inspections
in respect of Production aid, were made responsible for inspections in

respect of consumption aid and purchases and storage by the intervention

1 OJ L 202, 14.7.1989.

2 Council Regulation (EEC) No 2262/84 of 17 July 1984 laying down
special measures In respect of olive oil: 0J L 208, 3.8.1984,

3 Commission Regulation (EEC) No 27/85 of 4 January 1985 laying down
detailed rules for the appiication of Regulation (EEC) No 2262/84:
OJ L 4, 5,1,1985.

4 In 1885 these were: Greece (OEEE) and Italy (AGECONTROL). |n 1987:
Portugat (ACACSA) and Spain (AAD) .
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bodies, under Regulation (EEC) No 200/90.1

In italy, since it started operating, the agency has Inspected 15 X of the
mills and put forward 349 proposals that approval be withdrawn from miils ,
3 proposais for sanctions to be taken agalnst producer organizatlons, more
than 8 800 proposals with financlial repercussions for ollve-growers
(Inspection of 33% of the ollve-growers ), and 15 proposals that approval
be withdrawn from packaging firms (2% of.existing firms).

In Greece, since It started operating, the agency has Inspected 15 X of the
mills and made a total of 197 proposals that approval be withdrawn from
mills and proposals for sanctions against 6 producer organizations and a
ﬁumbar of associated ollve-growers.

In Portugal, since It started operating, the agency has altogether carried
out on-the-spot Inspections on 1 200 ollive-growers, organized or otherwise,
out of a total of 44 200, and detected inaccuracles in the deciarations of
the number of olive trees in production and sent its inspection reports,
concerning nearly 600 ol ive-growers, to the INGA, which will have to make

the requisite adjustments when paying production aid.

In Spain, the agency detected irregularities involving nearly

280 ollve-growers of the 1 600 which it has Inspected since It started
operating.

1 Counci| Regulation (EEC) No 200/90 of 27 January 1990: 0J L 22,
27.1.1990.
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There should also be further action to widen the scope of the agencies*

activities In the olive ol! sector; a proposal for a Council Regulation

amending Regulation (EEC) No 2262/84 was presented by the Commission and Is
at present being discussed by the Council.!

According to this proposal:

50% of agencies’ actual expenditure would be chargeable to the general
budget of the European Communities.

Agencies would be responsible for carrying out checks on all forms of
Community aid in the sector except for export refunds.

The Commission would be entitled to be represented in the agencies.
The Member States would have to act on agencies’ findings (by
prosecuting In cases of fraud) and regularly communicate to the
Commission a list of the sanctions applied as a result of the agencles’
findings; these communicatlons would not affect the application of
Regulation (EEC) No 595/91.2

r

4.3.3. Remote sensing: There have been several developments in this
field. \

The Commission heid a seminar on 27 and 28 June 1991 on EAGGF fraud;
this included a presentation of remote sensing as a suitable Instrument
for improving checks.

Regulations (EEC) No 1703/91 introducing a temporary set-aside scheme
for arable land for the 1991/92 marketing year3 and No 3766/91

establishing a support system for producers of soya beans, rape seed and

A -

COM(91)269 final of 26 July 1991: 0J C 206, 7.8.1991.

Cf. Chapter 2(1) of Title | and point 4.1.1 of this Chapter.

Council Regulation (EEC) No 1703/91 of 13 June 1991 introducing a
temporary set-aside scheme for arable land for the 1991/92 marketing
year and laying down special measures for that marketing year under
the set-aside scheme provided for in Regulation (EEC) No 797/85:
0J L 162, 26.6.1991. sSee also Commission Regulation (EEC) No 2089/91
©f 11 July 1991 laying down detailed rules for the application of the

temporary set-aside scheme for arable land for the 1991/92 marketing
year. OJ L 191 16.7.1991.
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colza seed and sunflower seed! provide explicitly for the use of remote
sensing as a means of carrying out checks.

- The durum wheat experiment tried in 1990 was continued. The Commission
has proposed that the Member States Jointly set up a system of checking
lndlvlaual aid applications with the help of remote sensing.

Durum wheat, cotton, set-—aside of arable land and the grubbing-up of
vines have been chosen as the sectors for this test, which [nvolves four
zones In Spain, France, Greece and italy respectively, covering a total
of 38 000 km,, with funding from the EAGGF.

The method consists of carrying out computer-—assisted
photointerpretation of Images obtained at different times, the dates
chosen depending on the growing cycle of the crops to be verified, with

the help of a ground truth survey put together by means of sample ground

plfotting, and by superimposing on the images the cadastral limits (or
equivalent references) of the parcels declared. By photointerpretation
of both the surface area and the use of the ground, parcels are
classified individually and then complete farmholdings are classified
into three categories: -accepted;rrejected or doubtful. In the latter

two cases, the surveyors’ Judgement must be confirmed on the spot by the

national officials; only their reports have legal force as regards
granting or withholding aid.

By adopting-this method, inspections can be concentrated on obviously
sensitive cases. In 1991 nearly 2 600 farms (3.6% of the total number)
and 15 000 parcels were Inspected; total outgoings were approximately
ECU 778 000. Results are still Incompleté, but they show that at least
two thirds of cases need not be subjected to on-the-spot checks, as

photointerpretation shows, with only 7% probability of error, that they
are elligible.

4.3.4. Integrated management and control system: In connection with the
reform of the CAP, the draft proposal for a Council Regulation establishing

an Integrated management and control system for certain Community aid

1 0J L 356 24.12.1991
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arrangements, designed to cover both animal and crop products, should be
given all appropriate attention in 1992.

4.3.5. Audits: The Commission Is quite prepared to use the services of
companies speciallzing in inspection and survelllance or, where

appropriate, auditing.

Research contracts concluded under the Community framework programme for
research and technological development are financially audited by outside
agencles under the responsibility of the relevant Commission departments.
Contractors are selected for on~the-spot inspections on the basis of ;
criteria such as their structure (undertaklings, universities, government
departments, research institutes, etc.), the number of research contracts
In which they are iInvolved, the amount of Community financing they receive
through the contracts concerned and their geographical location. Audits
focus on checking the costs’chargeable to the Commlission and on compllance

by the contractors’ accounting system with the contractual stipulations,

and audit reports are drawn up.
A}

Coples of these reports are sent to contractors by the Commission with its

comments. The effect of these may be to make a financial ad)ustment to the

e T

i eligible costs involving an adjustment to subsequent payments or the
|
1l

e

TS

< recovery of sums already paid.

I With respect to inspections carried out as part of programmes administered

by the relevant Commission departments, the tota! number of Inspections

carried out since 1987, when the second RTD Framework Programme began, is

over 450, two thirds of which were carried out by auditing firms. More’

e e

| than 1 000 contracts were checked.
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While the financial repercussions of these audits is difficult to measure,
they do have a very marked psychological Iimpact on contractors, who are
linked together in many different ways;
deterrent effect.

this itseif heightens the

5. Customs code (point 3)

The Community is planning._to adopt a customs code covering all customs

legistation. The Commission had already submitted a proposal to that

effect! which was given preliminary consideration by the Council In the
course of 1990.

On 22 February 1991 Parliament approved the proposal but asked for a number

of amendments, after consulting its various committees (the Committee on
Economy and Monetary Affairs and Industrial Policy; the Committee on
Budgets In conjunction with the Court of Auditors;

External Economic Relations;

the Committee on
and the Committee on Legal Affairs and
Citizens’ nghts).2 Two amendments with a major effect on the protection

of the Community’s financial interests, Amendment No 5, proposing a

recital 8b,3 and Amendment No 23, proposing an Article 201(2a),4 are
noteworthy. The Commission drew up an amended proposal, which was
forwarded to the Counci! on 27 March 1991.5 This Incorporated the

amendments, which were fully In line with its objectives.b

-

0J C 128, 23.5.1990.

2 0J € 72, 18.3.1991. th
3 “Whereas, when adopting implementing measures under the code, e

Commission and the Customs Code Commlittee must, wherever possible,
strive to prevent all fraud and irregularities IikFIy .to be
detrimental to the general budget of the European Communities;".

4 “Compensatory interest shall be applied on a case-by-case basis In the

manner provided for in the implementing provisions defined 'ln
Article 255, in order to avoid any unfair financial advantage being

obtained by deferment of the date on which the customs debt is
incurred."

5 :0J C 97, 13.4.1991.
6 Amendment No 23 was incorporated into Article 211 by adding a

paragranh 3, by means of a formal amendment .
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The Council has considered the proposal for a second time since July 1991.
As part of that process the Presidency proposed to continue Its work by way
of a twofold approach. Besldes the second reading of the proposed
articles, separate consideration is being glven to the principal material
probliems still pending (economic and financial questions as to the fleld of
application of the code raised by the delegations and questions of civil
and adminlstrative law). A common position should be reached In the first

half of 1992. It would already appear that a code of application for the
Customs Code will be necessary.

6. The Community transit procedure (point 4)

The obJective set out in Article 8a of the EEC Treaty, that of a single
market without internal frontiers on 1 January 1993, has already been
attained as far as baslic Counci! rules on Community translit are concerned
and will shortly be attained as far as implementing rules are concerned.
There seem to have been no ﬁajor difficulties in Implementing the rules
Introduced in 1990.1 it should be pointed out in this connection that
Council Regulation (EEC) No 2726/90 will be supplemented in the near future
by an implementing Commission Reglilatlon.2 Administrative agreements have
also been concluded; these have made it easler to implement Regulation
(EEC) No 474/90 amending, with a view to abollshing lodgement of the
transit advice note on crossing an internal frontier of the Community,
Regulatidn (EEC) No 222/77 on Community transit, as well as Regulations
(EEC) No 1429/90 and No 2920/90 amending Regulation (EEC) No 1062/87 on
provisions for the implementation of the Community transit procedure and
for certain simpliflications of that procedure.3

1 See "The fight against fraud: report on work done and progress
achieved in 1990, SEC(91)456 final of 20 March 1991, p.51.

2 Council Regulation (EEC) No 2726/90 of 17 September 1990 on Community
transit; oJ L 262, 26.9.1990; draft Commission Regulation on the
arrangements for implementing Reguiation (EEC) No 2726/90.

3 Council Regulation (EEC) No 474/90 of 22 February 1990: o0J L 51,
27.2.1990; Commission Reguiation (EEC) No 1429/90 of 29 May 1990:

oJ L 137, 30.5.1990; Commission Regulation (EEC) No 2920/90 of
10 October 1990: 0J L 279, 11.10.1990.
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On a more general note, 1991 also saw the adoption by the Councl! and the
Commission of several Regufations and one Directive,’ the maln aim of
which was to simplify and rationallize frontier checks (Council Directive
(91/342/EEC)) or eliminate them (Council Regulation (EEC) No 719/91;
Council Regulation (EEC) No 3648/91). For that purpose, there is scope for
a redeployment of the national resources Intended for combating fraud,
following the disappearance of purely administrative constraints, to glve
way to more significant measures.

7. Establishment of a data base on national anti-fraud systems (points 14
and 28)

The purpose of this data base is to centralize Information concerning
Community regulations and national legislation, national bodies responsible
for investigating fraud, the Investigative powers of national and
Commission officials, mutual assistance with regard to fraud, notification
of cases of fraud and recovery, compounding and Community and national
sanctlons (administrative and criminal procedure). The areas covered are
Own resources, the EAGGF Guarantee Ssc{lon, the structural Funds and the
common policy on fisheries and the sea.

1 in oJ L 78, 26.3.1991: Council Regulations (EEC), all of
21 March 1981, No 717/91 concerning the Single Administrative
Document, No 718/91 amending Reguiation (EEC) No 3/84 introducing
arrangements for the movement within the Community of gcods sent from
one Member State for temporary use In one or more other Member States,
and No 719/91 on the use In the Community of TIR carnets and ATA
carnets as transit documents. Commission Regulation (EEC) No 1593/91
of 12 June 1991 providing for the Implementation of Counci! Regutation
(EEC) No 719/91: OJ L 148, 13.6.1991. Council Directive (91/342/EEC)
of 20 June 1991 amending Directlive 83/643/EEC on the facilitation of
physical inspections and administrative formaiities in respect of the
barriage of goods between Member States: 0J L 187, 20.6.1991. Council
Regulation (EEC) No 3648/91 of 11 December 1991 laying down the
methods of using form 302 and repealing Regulation (EEC) No 3690/86
and Regulation (EEC) No 4283/88: 0J L 348, 17.12.1991.
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Following an assessment of the conclusions of a pilot study of own
resources, the scope of the audit and methodological questions were
reviewed In detail. A list of the sources of relevant information already
avallable In the Commission was drawn up and work started on complling
data. A contract for this purpose was concluded with the European
University Institute In Florence on 29 May 1991.

According to the provisional timetable, the compiling of data should be
completed by the middle of 1993 and the system should become operational at
the end of that year.

In parallel with the compilation of data, a computerized system for
accessing the data, known as the ant!-fraud documentation or DAF system, is
being developed at the Joint Research Centre In Ispra. The Centre
concluded its feasibility study and devised a prototype using the data
collected in the course of the pilot study of own resources. The prototype
has been demonstrated to ipterested Commission departments. The design of
the final system should be complete by the middle of 1993.

Chapter 2 - Cogperation
1. Dialogue

Community integration cannot be achieved without dialogue and fraud against
the Community budget cannot be fought successfully without administrative
cooperation. Fraud is such a complex phenomenon, affecting both the
Community and individua! Member States, that dialogue is essential If It is
ever to be fully understoood.
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The Commission tries to encourage dialogue by acting transparently,
especially at specialist and multipartite meetlngs.1 Certaln action, such
as the organizatlion of seminars, reflects this emphasis on dlalogue - a
dialogue which, whether it occurs between national authorities or involves
the Commission as well, is facilitated by a number of provisions in the
legislation. At the same time;, investigations and missions to uncover

irregularities increasingly involve Member States’ own internal structures.

The Impact of this dialogue Is also felt at the financial level since the
Community’s budgetary contribution to national control structures is far
from insignificant; this year, for example, the Community provided funding
in various forms under Council Regulations (EEC) Nos 307/91, 595/91 and

. 4045/89.2 |n addition to these horizontal agricultural regulations, there

are several vertical texts in which the extent of the Community’s budgetary
support is clearly apparent.3

2. Training (points 31, 32, 33)

It Is important that national officials helping to protect the Community’s
financial interests are fully aware of what is at stake for the Community.
The Commission has therefore taken a long-term view and has put

considerable effort into training by organizing seminars and setting up

1 EAGGF Committee, the working party set up under Regulation (EEC)

No 4045/89, EAGGF Working Party on Irregularities and Mutual
Assistance, Customs Working Party on Administrative Cooperation
(Regulation (EEC) No 1468/81), Advisory Committee on Own Resources
(ACOR), Community Committee for the Coordination of Fraud Prevention
(COCOLAF).

2 See Chapter 1 Section 4.1 of this Title.

3 See for example the proposal for a Council Regulation (EEC) amending
Council Regulation (EEC) No 2262/84 laying down special measures in
respect of olive oil (Article 1(6), COM(91)269 final, 26.7.1991;
0J C 206, 7.8.1991).
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the Matthaeus programme. Furthermore, one of the main objectives of the
assoclations of European lawyers Is the Improvement of training for those

involved In the legal protection of the Community‘’s financial interests.

2.1. Seminars

A number of seminars were organized by the Commission during the year:

. Further seminars on the Community‘s fraud prevention policy (one iIn
Lisbon In March and another in Madrid in December).
These seminars were for natlonal civil servants with fraud prevention

responsibilities, the eventual alim being to cover all the Member
States.

The poputarity of these seminars (215 participants in Lisbon and
nearly 250 in Madrid) is proof of their interest and value.

. Seminar on the implementatiop of Regulation (EEC, Euratom) No 1552/89
(February 1991).1

The main subjects covered were: the Commission’s and Member States®
respective responsibilities concerning controls of own resources;
reporting of cases of fraud to the Commission and the findings of
national investigations; and accounting for own resources (collected
or awaliting collection).

. Seminar on mutual assistance and training in fraud prevention as
related to direct aids under the EAGGF Guarantee Section (June 1991).

1 See above.
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Among the subjects covered were the scrutiny of aids per hectare,
remote sensing as a potential means of control, schemes for
controlling premiums in the beef, sheepmeat and goatmeat sectors, and
the Identification and registering of livestock.

Two working parties were set up to allow exchanges of views on:

(1) controls of direct aids in the livestock sector;

(2) controls of aids per hectare.
. Seminar on risk analysis (Brussels, September 1991).

The seminar was attended by about 100 participants from Member States,
the Commission and the Court of Auditors. The use of risk analysis
for customs controls on imports and exports was described In
presentations made by some of the Member States (Denmark, France,
Nether lands, United Kingdom) and by the Commission. The Commission
also described the SCENT system and Its possible uses.

In addition, the Commission arranged seminars for its own staff:

. Internal Commisslon seminar for anti-fraud units (January 1991).
The purpose of the seminar was to stimulate constructive discussion on
three main themes (organization; dissemination of information; fraud

in the area of contractual expenditure).

A significant contribution towards training in 1991 was also made by the
associations of European lawyers. The number of associations increased
from four (ltaly, Nether lands, Spain and United Kingdom) to ten and all the
Member States except for Greece (pending) and Luxembourg are now covered.
The main activity of these associations was to hold a series of seminars

(in Cambridge, Florence and Rotterdam) focusing on mutual assistance in
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legal matters, the comparative analysis of national Investigative and
prosecutorial systems, the role of the Community‘'s various institutlions and
thelr powers to Impose penalties. A number of other training seminars and

courses were also held (Madrid, Parma, Bruges, London and Tilburg).

2.2 Matthaeus programme

The Commission has .carried out various measures under the Matthaeus

programme — itself part of the wider framework of the Customs Union.

. In two new phases of the programme, 403 natlonal officials took part

in exchanges for the dual purpose of training and developing contacts.

. Eight seminars were held In 1991, including one on anti-dumping duties

(14-15 November) which focused on:
’

- national procedures for applying anti-dumping regulations and
detecting irregularitigs; '

- cases of fraud presented by the Member States concerned.

. A common tralning programme for new customs officials In the Member

States was adopted.

3. Developments in computerized techniques and communication networks

(points 26, 27, 29) .
Electronic transmission networks linked up to data bases are an effective
way of exploiting data and considerable progress was made in this area
during the year.



- 64 —

. The development and extension of the computerized system for the rapid
communication of information in the customs and agriculture sectors
(SCENT) continued in several directions:

- agriculture (EAGGF);

- some internal services In Member States (at 31 December 1991, 27
additional terminals had been installed — four In Germany, five
in Belgium, two In Denmark, one in Spain, two In France, one In

. Greece, two in Ireland, one in Italy, one in Luxembourg, five in f
the Netherlands, one In Portugal and two in the United Kingdom);

- some EFTA countries expressed interest In a link-up subject to a !
review of sensitive areas such as the protection of personal
data.

There are also plans to Incorporate a FAX interface In the SCENT

system In view of the relative decline in the use of telex machines. !

It was agreed, on the basis of a feasibility study, that the future [
Customs Information System! should use existing SCENT technology as L
the transmission vector. In practice,. this would mean that those p
SCENT terminais already in place would give access to the system where |
‘compatible with the system distribution plan. Simllarly, the 141
customs information terminals to be installed with Community financing
(ECU 1.2 million) In the build-up to the Internal market and the
creation of large trans-European networks automatically give access to
SCENT. The strategy for Installing Community-financed terminals In |
customs offices Is based on the policy of strengthening the iﬁ
effectiveness of controls at external frontiers on certain sensitive

products (drugs, arms, etc.).

—_—
1 See Chapter 1, Section 2.1 of Title l.




- 65 —

These communications facillties will complement the legislative
measures being taken within the framework of the Customs Union,

facllitate cooperation and help achieve internal market objectives.

. Substantial progress was made In 1991 on the IRENE (IRregularities,

ENquiries, Exploitation) data base to Iimprove the flow of Information
on irregularities In the areas of agriculture, own resources, mutual
assistance and the structural Funds. Lately, work has concentrated on
expanding the base’s capacity. Forthcoming tasks include the
Incorporation of }r;ég;Y;}Itles advised under Regulation (EEC) -
No 595/91, the production of tables, and Improving the monitoring of
recovery action. It is hoped that the data base will be fully
operatlonal by mid-1992.
4, Eliminatlon of tax frontlers and administrative cooperation in the
field of Indirect taxation
’
On 24 June 1991, the Council meeting on economic and financial affairs
reached political agreement on Indirect taxation In the run-up to
1 January 1993. The agreement concerned the approximation of VAT rates (a
minimum standard rate of 15%) and minimum excise duty rates, the main
purpose of the measures being to prevent trade distortions and the risk of

fraud.

On 16 November 1991, the Council adopted the Directive on the transitional
VAT reglme1 and reached political agreement on the proposal for a
Directive on genseral arrangeménts for products subject to excise duty,
which lays down rules on the collection of duty and the movement of

products.

1 Council Directive 91/680/EEC of 16 December 1991 supplementing the. common
system of value added tax and amending Directive 77/388/EEC with a view to
the abolition of fiscal frontlers, (0J L 376, 31.12.1991).
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The Regulation on administrative cooperation on Indirect taxes was also the

subject of a political agreement at the end of 1991 with a view to formal

adoption in early 1992. The Regulation lays down:

- a common legal framework for administrative cooperation on VAT in
respect of intra-Community trade in goods;

- a common system for gathering, storing and exchanging Information used
for controls on taxable persons within the framework of administrative
cooperation on Indirect taxation.

The provisions concerning the gathering of Information for controls are
contained In the directive on the transitional VAT arrangements. Those
relating to the storage and exchange of Information are contalned in the
regulation on administrative cooperatlion. Computers will be used for the
storage and exchange of Information. The broad structure of the computer
networks was sketched out in a feasibility study completed at the end of
1991. The system will be put In place during 1992 and should be up and
running by the beginning of November.

5. Cooperation with non-member countries (point 37)

The Community’s trade with non-member countries should not Involve the
risk of major fraud connected with the import, export or transit of goods.
Resources are therefore needed to prevent and detect fraud and It is here
that mutual assistance can play an important role.

In recent years, the Commission has taken steps to improve administrative
cooperation with Its main trading partners over and above what is lald down
in some of the agreements (EFTA, Lomé Convention, Generalized System of

Preferences, etc.), and these efforts were crowned with success In
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1991. As regards the EFTA countries, a protocol was Incorporated Into the
general agreement on the European Economic Area, which should come into
force on 1 January 1993 after ratification by the European Parllament and
by national parllaments. Another protocol was Included in the EEC-Andorra
agreement, which came into force on 1 July 1991, while, following the
conclusion of the agreement between the Community, the Government of
Denmark and the Home Government of the Faeroe Islands (Councl! Declision of
2 December 1991), an exchange of letters provided for a mutual assistance

agreement on customs matters.

Furthermore, association agreements with some of the new democracies in
Eastern Europe (Poland, Hungary and Czechoslovakia) were signed on
22 November 1991. Here again, once the European Pariiament has given its

assent, the agreements will need to be ratified by national par!iaments.

In addition to the standard provisions on assistance, all these agreements
contain detailed clauses on an area considered by the Member States and the

’
Commission to be highly sensitive — data protection. -

Certain Improvements could, however,, be made in the matter of strengthening
controls. The subject Is already being looked Into and some points might
come up for discussion in the Committee on Origin - for example, In the
area of requests for ex post controls addressed by the Member States to the
reciplent countries where criteria for the term “reasonable doubt“ need to

be properly defined because national control systems vary so much.

Chapter 3 ~ Counteraction

In the fight against fraud, preventive legislation by itself Is not

enough - more coercive measures are needed too.
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This means imposing approprliate sanctions to ensure the Community’s
financlal Interests are legally protected — a subject that received close
attention from the Commission during the year (points 6, 32, 39, 40, 44).

1. Administrative sanctlions

The proposal for a Council Regulation on the checks and penaltlies
applicable under the common agricultural and fisheries pollcles1 declares
that the Commission’s competence is founded on Articles 155 and 145 of the
Treaty and on Councl! Decision 87/373/EEC of 13 July 1987 laying down the
procedures for the exercise of Implementing powers conferred on the
Commlsslon,2 two Articles of which deal specifically with penalties.
Penalties not only have to be conslidered in the light of the judgment iIn
case 68/88,3 but they should also entall unfavourable financial or
economic consequences for operators who have received an unjustified
benefit or who have failed to fuifil an obligation Iimposed by legislation,
or who have refused to allow access or have put up any other kind of
obstacle to the performance of the controls referred to in Article 3(3) of

the proposal. —

Germany, however, has instituted proceedings Iin the Court of Justice based
on Article 173 (Case C 240/90) to secure a declaration that the provisions
retating to penaities in Regulations (EEC) Nos 3007/84,4 and 3813/895

are void on the grounds that the Commission Is not competent to impose
penalties.

1 COM(80) 126 final (0OJ C 137, 6.6.1990). Amended by COM(91) 378 final

(0J C 2984, 13.11.1991).

oJ L 197, 18.7.1987.

See Section 3 of this Chapter.

Commission Regulation (EEC) No 3007/84 of 26 October 1984 laying down

detailed rules for the application of the premium for producers of

shéepmeat; OJ L 283, 27.10.1984, p.28.

5 Council Regulation (EEC) No 3813/89 of 25 September 1989 on the common
organization of the market in sheepmeat and goatmeat; O0J L 289,
7.10.1989, p.1.
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The point of iaw Involved is an important one and affects the protection of

the Community‘s financial interests; it therefore deserves close study.

The study begun by the Commission in 1990 on national systems for criminal
and administrative penaltiss was continued. The first phase came to an
end with the complietion of 11 reports (all the Member States except
Luxembourg) describing national administrative penalty procedures, the
criteria for distinguishing between infringements carrying administrative
penalties and those carrying criminal ones, and the principles generally
applied. The last phase will consist of drawing up a final summary report
In 1992 with a view to establishing some general principles applicable to

the creation of an overall system of administrative penalties.

2. Penalties under customs law

The findings of the study on penalties for infringements of Community
customs law were put lnté a final report and submitted to the Commission in
December 1991. The main focus of the study was to improve understanding
of the way In which Member States deal with infringements. Using the same
format and the draft Community Customs code, the aim was to draw up an
inventory of texts defining infringements of Community customs law and the
penalties prescribed for them, and to review all relevant administrative
regulations.

A number of points have emerged from the intermediate and final reports:

- the lack of uniform rules for penalizing irregularities gives rise to a
number of risks (inconsistent treatment of fraudsters; diversion of
traffic; detrimental effect on the yield of duties payable to the
Community budget);
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- the risks and differences In treatment mean that a practical solution to
the problem is needed quickly.

3. The consequences of Case 68/88

All Member States have now replied to the request made by the President of
the Commission on 7 June 1990 to give their reactions to the Court of
Justice Judgment in Case 68/88 acording to which Member States should treat
Infringements of Community law as they do those of natlonal law (principle
of analogous treatment) and ensure that the penalty Is both effective,
proportionate and dissuasive.

From Member States' reviews of their own legislation to check on its
compliance with the principles stated In the judgment, and the principle of
analogous treatment in particular, It would appear that national legal
systems are able to impose appropriate penalties for fraud against the
Community budget, although some Member States have announced thelr

intention to take the necessary steps to tighten up their legislation.

To supplement its information, the Commission has carried out Inspections
on how fraud affecting the Community Is dealt with by national courts. The
conclusions that have emerged will be of particular help in drawing up
anti-fraud documentation.? The first inspection reports were on ltaly
and the United Kingdom; reports on Greece and Denmark followed In 1991, the
remainder being scheduled for 1992.

1 See Chapter 1, Section 7 of this Title.
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The problem of protecting the Community‘s financial Interests given the
\ many differences between natlonal systems will be the subject of a detalled
) comparative study the Commission will be undertaking at the Council’'s
f request.?  The study will focus on the concept of fraud, the nature of

the offence, territorial scope, penalties and responsibilities.

Finally, the Treaty on Europsan Union now embodies the principle of

analogous treatment - one of the key points in the Court of Justlce

judgment in Case 68/88 — In Article 209a of Title !, Article 781 of
Title 11l and Article 183a of Title 1V.

The Commission welcomes the fact that both the Council of Ministers and
Parllament have been especlally active in the area of legal protection for

the Community‘s financial interests.

Moreover, the Council meeting of 13 November 1991 referred to above was
almost entirely devoted to the subject. The resolution which was adopted
stressed the importance of stepping up the fight against fraud and
suggested several ways of doing this; for examplie, by asking the
Commission to undertake or continue studies to determine whether additional

legal measures were needed.

! 1 ReSolution of the Council and the representatives of the governments
of the Member States meeting within the Council on 13 November 1991,
i concerning the protection of the Community’'s financial interests
(91/C/328/01) 0J C 328, 17.12.1991.
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Parllament too has been following these matters with great Interest, as
shown by Its resolution of 24 October 19911 and at the meeting of the
Committee on Budgetary Control on 27 November 1991.

Finally, the Treaty on European Union, which emerged from the European
Council meeting In Masstricht (9-10 December 1991), not oniy refers to the
principle of analogous treatment highlighted by the Court of Justlce,2 but
also mentions fraud in Article K1 of Title Vi (Provisions on cooperation in
the flelds of Justice and home affairs), thereby laying down a basis for
further action.

TITLE 111 - FINANCING THE ANTI-FRAUD POLICY

After the substantial budgetary effort made in 1990, the budgetary
authority seems to have decided on a policy of continuity, this being
essential for dealing with such a sensitive area as the fight against

Community budgéet fraud.3

Appropriations In the 1991 budget were only slightly down on the previous
year (around ECU 72 million compared with ECU 74 million), clearly showing

a continued commitment to the financial effort.

Significantly, most of the appropriations were of direct benefit to

Member States: 91.2% of the appropriations were for preventive measures

1 Resolution contalned In the Theato Report for the Committee on
Budgetary Contro! on the legal protection of the European Community'‘s
financial Interests (A3 250/91) adopted on 24 October 1991; (European
Parliament, Minutes of the sitting of 24.10.1991, o0J C 305,

. 25.11.1991).

2 See¢ Chapter 3, Section 3 of this Title.

3 See Annexes 5 and 6 (analytical tables: measures financed wlth
appropriations from the 1991 budget and breakdown of anti-fraud
appropriations in the 1992 budget).
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where 1t was possible to strengthen operational services or national
structures (particularly the EAGGF - Guarantee Section under Regulatlions
(EEC) Nos 4045/89; 307/91 and 595/91). Staff exchanges between national

authorities (Matthaeus Programme) and the training policy (seminars) are

E Y

Bl part of this framework too.

oy The remaining 8.8% of appropriations went on support expenditure of various
Ao

%ﬂ kinds, and were allocated to the varlous Commission departments responsible
B for combating fraud.

ol

il

=l

This expenditure mainly covers the cost of training for national officials,

T

&L

7
'

controls and Investigations, the Lachaux Group, audit fees, computer
facillitlies and anti-fraud databases, or sample analyses.

The utilization of appropriations in 1991 shows that execution of the
budget was satisfactory and there were no delays such as those encountered
in 1990 due to problems in adopting certain regulations. 1t shou!d be
noted that, since the beglnnlég of 1991, the Commisslon now carries out a
detailed monthly review of the status of appropriations so that departments
are fully aware of what needs to be done to use up all the resources

allocated by the budgetary authority. In addlition, Member States have
been encouraged to submit their requests for contributicns as early as
possible. As a result, the percentage of appropriations committed rose
from 68% in 1990 to 96.5X in 1991.

The 1992 budget follows much the same path as its predecessor, give or take
a few adjustments and the creation of some new headings. The total for
anti-fraud appropriations is ECU 76.5 miltllion.
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SONCLUSION

1991 was a year of continuity and new outlooks.

Continuity was the watchword in all the measﬁres programmed and substantial
progress was made. The support the Commission increasingly gives to its
partners is further proof of this.

The machinery is now in place; investigations and missions are being
carried out within the Member States and outside to help identify the
nature of fraud, numerous measures are being undertaken in the fields of
prevention, cooperation and counteraction, and there is much constructive
Input from Parliament and the Council of Ministers.

Much still remains to be done, and we must be careful not to be overtaken
by current events In the fight agalnst fraud. In addition to the internal
market, the European Economic Area, the chal lenges posed by Eastern Europe
and the reform of the CAP will all have a major impact. Besides
monjtoring the programmes already under way, the Commission will be

focusing on the following areas in 1992:

. the continuation and development of controls and investigations,
especially In high-risk sectors;

. the Introduction of a new regufatory base for notification of cases of
fraud relating to the structural Funds;

. the continued simplification of agricultural regulations and the

adjustment of controls within the framework of CAP reform;

. the extension of mutual assistance;
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. developments relating to the elimination of tax frontiers and to
adminlistrative cooperation in the area of Indirect taxation;

. the legal protection of the Community’s financial interests in the 1ight
of the Parllament and Councli! resolutions;

. the revision and consolidation of the 45-point work programme, looking
ahead to 1992 and beyond.

In 1992, the Commission intends to ensure that budget resources are closely
monitored so the subject of fraud against the Community budget willi
continue to recelve all the attention necessary.

It is these achievements and plans that the Commission now presents to Its
Ingtitutional partners.
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MISSIONS OF INQUIRY IN NON-COMMUNITY COWNTRIES®

Product Parlod Type Quantlty Dutles Remarks
Country of froud Value
Agriculttural and
{ishery producte
1.Peeled or whole [14.09 to[Falae declaration 27 500 tonnes ECU 1005 m Exact amount to be determined once
shrimps 05.10.91{of preferentlal (difference btw, |actua! destlnatlon of goods has been
origln granted to a preferential duty [ascertsined
Foaros Islands territory colfected and full
duty)
2.Preserved 18.09 to[False decleration 88 000 tonnes ond |ECU 10 m WIthdrawal of certiflicates has been
fish 04,10.81[of GSP erigin and ECU 157 m (dIfference btw. |requested
Thailand specles preferential duty
collected and full
duty)
3.Preserved 13+24.03|False declaration 1 000 tonnes ECU 0.71 m Results belng processed
flsh 81 of ACP prefersntial €U 2,98 m {full duty)
Solamon lslonds origin
4.Preserved 27.05 to[False declaratlen 2435 000 cases ond ECUO0.2m Results being processed
fish 13.08.81[0f ACP prefarential | ECU 5.41 m (full duty)
Fijt origin
S.Preserved 25.11 to|False decloration 33 300 tonnes ond [ECU 17 m Resuits being processed
fish 06.12.91]of ACP preferential ECU 70.833 m {full duty)

C8te d'lIvolre

orlgln
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[ Product ] Period Type Quantity | Duties Remarks 1
1 Country i of fraud Value
} t
|
Textile products |
5.Textlle and 27.05 to[False declaration ECU 18 m ECU 2 m Resuits being processed ond collection
clothing 07.06.91]of preferential - (full duty) procedures under way |
products arigin granted to [
Yugoslavia third country ]
|
[7.Textl1e [18-15.10[Falae declaration +ECU 20 m ECU I m Results bslng processed
{ products | 91 [of ACP preferential
| south Africa, | origln and misuse
Clakel, Lesotho of Import quotas .
TOTAL DUTIES ECU 41.410 m

dewtination of the goods.

3. Owlng to the legal time iimits for corrylng out the procedures, It has not so far been possibie to oblain eny Infomation s to

progreas In collecting sums due.

1. Nissions are shown In the order In which they appsar In the repert.
- 2. The quontities, values ond anounts shown cre based on mission findlngs, .6, on the situstion of the
axported o the Comunity, The figures may be revised In the course of subsequent Investigations to take gccount of the astual

goods when they were
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. . o CUARANTEE' SECTION 1891 :

IRREGULARITIES NOTIFIED AND PROGRESS WITH RECOVERY

(ECU m11110n)

~ T T T T T T T

JSECTOR | BELGILM | GERMANY | OENMARK | FRANCE f GREECE i SPAIN i IRLAND i ITALY | PORTUGAL |NETHERLANDS| U.X. i EC TOTAL i
L I L : ; 5 ; ; 3 3 : I ; |
— T + t + + + + + + t T

|CEREALS AND RICE  [{3} ©0.06 {(2) ©.01 (1} ©.02 [{(17)0,53 [(2) 0.01 [(2) o } [(2y 4.54 | 1(5) 0,29  [(14)2,03 i(n) 7.76 i
I + + t t + t + t + t t t i
[SUCAR & 1SOGLUCOSE]| (o 1 [(7} 0,07 | i i 1 H 1(7) 0,23 i(\) 0,01 i(xs) 0.31 i
' 4 ; | y ! ; 3 ) I )y I ¢ ;
h t T +

{OILS AND FATS 1 1 1 i(x) 0,05 i i(:) 0,22 i i(24)15.22 i(x) 0,01 i(z) 0,02 i i(.u) 15.52 i
L 4 H ! L ; { : ! 4 { H ; H
L 1 T t t t + . t H {
{PROTEIN PLANTS 1 [(2) ©0.02 [(1) 0,03 i(xs)z,ss iy o Mo | i i [(12)0.18  [(1) 6,02 [(39) 3.02 |
L { 5 H I : : I y ¢ ] )} s ;
L 1 1 + t t + t 1 1
|FRUIT & VEGETABLES | o ] ;(2) 0,02 | {2) .21 i i(u)\s,:ﬂ {(2) 0.01 [(1) 0,04 i 1(32) 18.39 |
h : 3 h H h s I : ; I 4 I
b T + T t + + t t t t t i
{WINEGROWING PROC. | | | [{23)0.27 [(3) © 1t o I 1 I { [(272) 0,27 {
b + + + t t + t + + + t !
{TaBacco ! { | | 1 ! A | 1€2) 007 | | 12y o0.07|
1 i s 1 1 s 3 ; I I ; 3 I y
l 1 + t + t 1 1 t t t H t d
|OTHER AGRIC.SECT. | | | 1 i 1¢1y 0,03 | I { 1¢1) 0.04 | 1{2) o.07 |
’ f . ; ; i : ; ; : : i a {
[MiLtK PRODUCTS ] [(30) 1.3 [(5) 0.04 |(14) 0,16 |[(7) o©.16 [{(35) 0,8 [(1) 0,02 [(8) 3.7 | 1{2¢) 1.6 |(7) 1,03 [(129) 8,88 |
1 ) : 3 H I : H H H s s I J
;accr AND VEAL I|(z) 0.58 ;(5) 2.79 ;(‘) 1,08 ;(7> 1.62 ; f(s) 0.20 ;(7) 0.0 f i ;(5) 0,84 ;(72) 0,03 ;(xoa) 7.56 ‘1
— + t t + } t t + t + 0 + i
| GOAT /SHEEPMEAT { 1 | i Q) o 1¢4) ©.04 | i i{s) o I [(18) 0,08 [{26) ©0.13 ]
= + + t t 1 1 t + t t t + {
|PIoMEAT 1{18) 2,57 | (7 o.05 | | 1(4) 0.07 | i 1 1{s) o©.,03 } 1¢3¢) 2.72 |
b t t + t t + t t t t t t i
[ECGS & POULTRY i 1 1(2) 0.03 [(3) 0.02 | 1) o001 | [ [¢8) 0,29 (1) 0,11 {15} 0,46 |
i § ) : I ; : ; I ' ' i I )

t t t

inon—mn:x 11 PROD. i(‘l) 0,03 i(x) 0,03 i(u 0,08 {(4) 0,02 i i o { i(\) 0,01 i(us) 0,32 i(s) 0,83 ‘[(39) 1,33 i
I I I 3 : ! ) ) . ; ; | ; |
b t t + t + 1 + T + T t t 1
| 1 i | (1) 0.03 | | | I 1(5) o0.07 | [(8 0.2 (14 0.3 |
| ; i : § : i : ; ; | ; : !
{secnd ! i | 17y 013 t o | | 2y o (1) 013 [(11) o026 |
b + t + + t + + T t + + t i
JOTHER SECTORS 1 i i 1 1 (1) o0 { 1 1 101y 0,01 J(2) o0.02 |
iTOTAL (24) 3,23 |[{41) 4.17 [(24) 1,33 [(101)5.56 | (14)0.17 [{64) 1.7 [(10)0.06 (56} 41.77[(16) 0,16 |(93) 3,98 [(131)5,11 [(574)67.24 i
b t t + t 1 + t + t t t i 1
iAMOUNTS RECOVERED | 0.02 i 0,22 | 12 | 3000 o i 0.29 { o I 2.27 | 0,07 | 0,81 | 1.47 | 8,74 |
l t + 1 + i + t t + + + t 1
;A»OUNTS LosT i ] i [ | [ H 0 | o I [ | o | 0.32 | 0 i [ | 0,73 | 1,05 |

t3 1 [wgures 10 brackets refer to the number of cases. Luxembourg chd not report any cases.
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ECU
1 485 700

‘.

o
»
~
©
[
™

s’
EAGGF + ESF + ERDF

41

Number of cases
NL 12
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ANT - FRAUD POLICY
COVMISSION WORK PROGRAMME

Measures and planned dates*

Action already taken

Action stiil to be tzken

1. PREVENTION

1.

1.

1

Simplification of legislation

Setting-up of a group of
expsrts to Teview
agricultural legislation
(second half of 1989)

n

Camnission Decision of 28 March 1990
(SEC(90)539).

First meeting of the group chaired by
Mr Lachaux on 31 March 1990,

Recammendation made by the group
concerning:

1. regulations on refunds for the use
of starch;

2. arrangements for campensation
payments for sheep;

3. nomencliature of agricultural
products in accordance with the system
used for petfoods;

4. TS contrel copy.

Revision of Regulation No 570/88 of
16 February 1988 on measures for the
disposal of butter for use in the
manufacture of pastry products. On

3 May 1991 the Camission adopted Reg.
No 1157/91, also on butter for pastry
products (OJ L 112, 4.5.1991).

Work to be spread over three
Jears.

Preparation of reports and
reconmendations to the Commission
on the simplification of
legislation.

Further examination of ways of
simplifying legislation as part
of the refomm of the CAP.

* The dates shown in this colum are for the start and not the end of the measure.
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Measures and planned dates

Action already taken

Action still to be taken

Rationalization of the
difforentiated refund
arrangements (sccond half
of 1989)

Finalization of the draft
Canminity Customs Code
(proposal for s regulation
forwarded to the Council in
December 1989)

Measures to simplify
Coomunity transit
arrangements {end of first
half of 1989)

Reduction in the number of headings in

the export refund nomenclature

- bsef and veal (Reg. No 1468/89 of
26 May 1989: OJ L 144, 27.5.1989;
Reg. No 3445/89 of 15 November 1989:
OJ L 336, 20.11.1989; Reg.

No 998/90 of 20 April 1990:
0J L 101, 21.4.1990);

- fruit and vegetables (Reg. No 99/90
of 15 January 1990: OF L 12,
16.1.1990; Reg. No 233/90 of
29 January 1990: OJ L' 26,
30.1.1990); ) ~

- whert and tyo flour (Reg. No 3236/90
of 8 November 1990: OJ L 310,
9.11.19%0). ~

Proposal for a Community Custams Code
sent to the Council on 21 March 1990
(05 C 128, 23.5.1990).

Amended proposal forwarded to the
Council on 27 March 1991 (OJ C 97,
13.4.1991).

On 22 February 1990 the Council
adopted Reg. No 474/90 (OJ L 51,
27.2.1990). Entry into forca:

1 July 19%0.

The reviewwill continue in all
3sctors.

Roview of milk sector now in
progress (rationalization of
nanenclature, particularly for
checses, on the basis of the
results of a study).

Ongoing opsration.

Formal adoption by the Council
scheduled for end of 1992. It is
likely that a coomon position
will be adopted in tho first half
of 1992.
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Measures and planned dates

Action already taken

Action still to be taken

5.

Possible tightening-up of
legislation on anti-dumping
dutics (end of first half
of 1989)

O 17 September 1990 the Council
adopted Reg. No 2726/90 on the overall
reform of the transit procedure

(0J L 262, 26.9.1990), to apply from
1 January 1993. Coamission Reg.

No 2920/90 of 10 October 1890

(0J L 279, 11.10.1990) entered into
force on 1 March 1591 (use of &
document other than T2L).

Council Regs. of 21 March 1991

(03 L 78, 26.3.1991) No 717/91 (Single
Administrative Document) and No 719/91
{TIR and ATA carnets as transit
documents). On 12 June 1991 the
Comiszion zdopted Reg. No 1593/91
laying down implementing rules

(01 L 148, 13.6.1991).

Council Reg. No 3648/91 of

11 December 1991 repealing Regs.

No 3609/86 xnd No 4283/88 (O] L 348,
17.12.1991).

Council Reg. of 19 Decembsr 1991

(0J L 374, 31.12.19%91) on suppression
of baggage controls and formalities.
Council Directive 91/342 of

20 June 1991 (amending Dir. 83/643).

A seminar involving Tepresentatives
fram the Membor States was held in
June 1989 to analyse the difficulties
encountered in fraud prevenstion in
connection with anti-dumping duties.
A seminar was held on 14-15 November
1991 in Brussels as part of the
Matthacus programme {see point 31).

The Camisgsion must report to the
Council by 1 October 1992, with a
view to implementation of Reg.

No 2726/90 on 1 January 1993
(Article 47).

A regulation laying down rules
for the application of Reg.

No 2726/90 must be adopted. A
regulation laying dowm rules for
the application of Reg. No 717/81
mst be adopted.

A regulation laying down rules
for the application of Reg. No
3925/91 must be adopted.

Pemmanent monitoring necessary.
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Measures and planned dates

Action already taken

Action still to be taken

1.2 Introduction of appropriate
controls and adminigtrative
sanctions

6. Hammonization of ths rules on
CAP controls

7. Revision of tho proposal for
a regulation on monitoring
the payment of mmounts
granted in rospect of exports
of agricultural produce
(first half of 1990)

1. A list of all control measures and
gsanctions has been drxwn up and
guidelines for futurs action have been
1aid down. These were approved by the
Coomission on 12 July 199¢
(SBC(90)1381) and distributed to the
Member States.

Opsration complsted.

2. Most of the recent agricultural
regulations contain provisions ™
relating to comtrols and sanctions.

3. A proposal for a regulation on CAP
controls and sanctions has been sent
to the Council (GM(90)126 final:

0) C 137, 6.6.1990).

On 12 February 1990 the Council
adopted Reg. No 386/90 (OJ L 42,
16.2.1990). Oa 17 July 1990 the
Cormission adopted Reg. No 2030/90
laying down implementing rules

(03 L 186, 18.7.19%0).

Pursuant to Article 7 of Reg.

No 386/90, tho Commission is preparing
a progress report for the Council on
the implementation of the regulation.
To this end, Member States were asked
to complete questionnaires, so that
any nccessary amendments could; be
made.

2. Operation to be continued,
draft legislation to be checked
systematically in accordance with
procedurs sot dowa at point 13.

3. Adoption by the Council.

Decision on what action is to be
taken in the light of the report.
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Measures and planned dates

Action already taken

Action still to be taken

Adoption of specific rules on
granting of export refunds in
beef/veal sector (first half
of 1989)

Re-examinatlon of concopt of
proof of arrival at final
dostination of exported
agricultural products as
doflned by Regulation

No 3665/87 (socond half

of 1989)

. Aendownt of Directive 77/435

with a view to tightening
ox post controls on
BAGGF-financed operations
(flrst balf of 1989)

This item is covered by a more
wide-ranging review (seco point 2).
Oporation comploted.

Oa 9 February 1990 the Camission
adopted Reg. No 354/90 samending Reg.
No 3665/87 as regards proof of arrival
&t destination, with delstion of
Annex 11 (01 L 38, 10.2:19%0).

On 21 Decembor 1989 the Council
adopted Regulation No 4045/89
replacing Directive 77/435 (OJ L 388,
30.12.1989).

On 29 June 1990 ths Commission adopted
the implementing rules (Reg.

No 1863/90: OJ L 170, 3.7.1990).

The format of both the standard feomms
(Article 7) and the presentation files
(Article 10) has been finalized.

Permanent monitoring is
necesSATY.

A number of documents are being
considered for inclusion in a
"proof-of-importation” fils.
Amendments to Artlcle 18 (proof
of arrival) are bsing discussed
in the Coomittee for Trade
Mechanisms. (The discussions
concern the use of certificates
issued by supervisory bodies for
release for hane use in
non-member countries.)

Report on the implementation of
the inspections carried out
between 1 July 1990 and

30 June 1591,
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Measures and planned dates

Action already taken

Action still to be taken

11

12.

. Measures to improve opsration

and monitoring of public
storage on basis of findings
of Member Statos working
party (presentation to the
Council in tho first half
of 1989)

Assesament of the
susceptibility to fraud of
contractual expenditure and
possible measurss te be taken
(second half of 1989)

Refomm of the flat-rate system for
financing storage costs. Operation
completed.

Reg. No 3247/81 was ropealed by
Council Reg. No 3452/90 of

27 November 1990 laying down the
factors to be taken into consideration
in the annual accounts for the
financing of intervention measures in
the form of public storage by the
Guarantss Section of the European
Agricultural Guidance and Guaraftee
Fund (O L 337, 4.12.1990)

A memorandum was gent to the Member
States setting out practical
arrangements relating to Comissiod
Reg. No 618/90 of 14 March 1990
laying down rules for drawing up the
annual inventory of agxicultunl
products in public storage (O L 67,
15.3.1990).

Survey of the various items of
oxpenditure. A seminar was held in
Bruszels in January 1991 on
contractual expenditure for Commission
departments.

A working party was seot up to cxamine
the susceptibility te fraud of
contractual expenditure and met twice
in 1991.

Ongoing opsration.
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Measures and planned dates

Action already taken

Action still to be taken

1.3 Asgeasment of applicability
and controllability of
regulations

13. Dofinition of procedures for
proventing fraud and
introduction of preventive
control system (first half of
1989)

On 30 April 1990 the Commission

adopted an internal procedure to bo
applied throughout the agricultural
and fisherios sectors (SHC(90)793).

A new version of ths financial
statement hag been designed with 2
section on anti-fraud measures.

Ongoing operation.

The Financial Controller will
systepatically exsmine all new
agricultural legislation.
Possible extension to other
sectars.

Ongoing operation
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Measures and plapned dates

Action already taken

Action still to be taken

14, Audit of national systems for
combating fraud (sscond half
of 1989)

15. Sotting-up of working party
te overses harmmonization of
procedures for adminlstering
and monitoring financial
ssgiatance from structural
Funde (first half of 1989)

Following the report by the extornal
congultant and a reappraisal of the
project, & small Commission working
party was set up, ons of the members
of which is a researcher from the
Furopean University Institute
Florence. The working party is now in
the process of gathering infommation
on the national systems which may then
be cntercd into the DAF basc (ses
point 28).

Tho guidelines have been drawmup and
were approved by the Commission on

17 Decembor 1989,

These guidelines (financial rules) are
now operational and ars appended to
cach Comission decision on the
granting of assistance.

Coomission departments have been
cooperating on a report on
improvements to the mechanisms and
procedurss for implementing the reform
of the structural Funds.

Oogoing operation

Qogoing operation.
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Measures and planned dates

Action already taken

Action still to be taken

16. Constitution of working party
to define rules for
implementing Article 23(1) of
Regulation %mr) No 4253/88
of 19 Decembor 1988 (first
haif of 1989)

Oa 1 August 1990 the Commission
presented to the Member States its
code of conduct for the notification
of cases of fraud affecting the
structural Funds.

The code was published in OI C 200,
9.8.1990.

The relevant national authorities
duly notified the Commission of fraud
cases and other irregularities, using
the form which they had been sent on
31 August 1930.

Exchange of views with tho Meuber
States at the COCOLAF meeting of
23 October 1991.

On 13 November 1991, ths Court gave
Judgment in Caso 303/90, anmulling the
code of conduct.

v

Cases notified by the Membsr
States to be examined and
assessed.

Data bank to bo set up (IRENE.3).
(Ongoing operation).

Decision on what action is to be
taken in the light of the Court’s
judgment (proposal for 2
regulation).

R
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Meagures and planned dates

Action already taken

Action still to be tasken

17.

Audit of national
arrangements for monitoring
oporations under the
structural Punds (second half
of 1989)

Inquiry into the conditions
under which Member States
grant aid for private storage
in tho beof/veal sector
(flrst half of 1989)

Inquiry into risks of fraud
in connection with cwe
premiums in gaos Membor
States (first half of 1989)

A manual has been drawn up for the
Commission auditors.

An inspection manual has been prepared
for use by tho Commission and tho
Membor States. o
Oa-the-spot inspecctions have been
carried out and reports written.

(On-the-spet inquiries completed.
Further infommation was obtained
(through exchanges of views with
national authorities) before final
conclusions were drawn. d

Oporation comploted.

Tightening of national controls by
changes to on-the-spot arrangements.
The programme of special controls was
continued and the improvemcnts made to
systems in tho Member States already
visited were examined.

QOperation coxpleted.

‘The prograonme of on-the-spot
inspections is to be continued
in 1992.

Approximately 30 inspections are
planned.

Solution to be proposed when
accounts are cleared.

Solution to be proposed when
accounts are cleared.
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Measures and planned dates

Action already taken

Action still to be taken

20. Inspection of procedures and
methods availabdle to the
Member States for dotemnining
numbers of cattle and sheep
qualifying for premiums
(sscond half of 1989)

21. Possible creation of new
national departments OT
agencies (second half
of 1989)

Tho Member States visited so far have
been urged by the Comission to
improve their management procedures.

On 27 January 1990 the Council adopted
Regulation No 200/90, which broadens
the scope of the tasks assigned to
olive oil agencies by including the
consumer subsidy and public storage
(0F L 22, 27.1.1990).

Operation complsted. H

The Conmission put forward a proposal
for a Council regulation amending Reg.
No 2262/84 laying dowm special
measures in respect of olive oil {the
proposed regulation gives greater
powers to agencies and lays down
financing arrangements).

QOM(91)269 final, 26.7.1991; O C 206,
7.8.1991.

Agencies may also be set up undor the
regulations on the tightening of FBAGGE
controls® {See point 35).

The Comission will subsequently
check the systems sot up.

Regulation to be adopted by the
Council.

- 06 -




Measures and planned dates

Action already taken

Action still to be taken

22. Gradual involvement of
apecialized fimms in
activities carried out by
Member Statos (second half
of 1989}

23. Introduction of specific
control measures in
wine-growing sector {second
half of 1989)

24. Survey on application of
Regulation No 283/72
concorning irregularities in
CAP (socond half of 1989)

25, Clarification of concept of
irregularity in Article 3 of
Regulation No 283/72 (first
half of 1989).

The Regulation on the tightening of
FAGGE controls providea for the use of
surveillance fimms (Council Regulation
No 307/91 of 4 February 1991 OI L 37,
9.1.1991. (See peint 35).

On 19 June 1989 the Council adopted
Regulation No 2048/8% (OJ L 202,
14.7.1989). A

The f£irst batch of officials have been
recruited to the control body and the
first missions to Member States have
boen carried out. ~

Surveys carried out in all Member
States. Operation completed.

The findings were taken into account
in drawing up Council Regulation

No 595/91 of 4 March 1991 repealing
Regulation No 283/72 (O L 67,
14.3.1991).

The EAGGF Irregularities and Mutuzl
Asslstance Working Party has reached
agreement on the interprotation of the
concept of irregularity (working
paper VI/680/89 presented to the
Whrking Party on 7 April 1989).
Operation completed.

Cngoing operation.
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Mcasures and planned dates

Action already taken

Action still to be taken

1. Cooperation

2.1 Improving channels of
communication and analytical

methods

26. Genoralized use of the SCINT
system by the Membsr States
(nearing campletion)

27. Extension of capacity of
IRENE data base (atarting in
the second half of 1989)

All tho Member States now use the
SCENT system.

The network has been extonded in all
Mermber States and now includes some
econamic and fiscal rescarch
departments.

It has also been extended to cover
agriculture. Certain EFTA countries
have shown an interest in joining the
network.

At 31 December 1991, 27 additional
tomminals had been inatalled in the
Member States.

SCENT will be used for infommtion for
the Customs Information System.

Work on the implemsntation of the
multi-sector databass covering
agriculture, own resources, mutual
agsigtance and structural Funds, will
be comploted.

It will scon be possible to uss
SCENT in conjunction with a fax
machins.

Tho training programme for users
is to continue.

Work is to continue on the new
form roferred to in Regulation
No 595/91 and on the continual
improvement of the system,

particularly with regard to the

monitoring of the amounts to be |

recovered and the production of
tables. It is hoped that
implementation will commence

in 1992.
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Measures and planned dates

Action already taken

Action stiil to be taken

29.

28.

Creation of DAF in
conjunction with audit of
national systems (foasibility
study by end of 1989)

Gradual expansion of capacity
of Instruments for assessment
of fraud, in conjunction with
IRINE data base (second half
of 1989)

A prototype has been developed by
the Joint Research Centre and
demonstrated to Commission staff.
- A feasibility study has been
completed and distributed amongst
potential users within the
Coomission. o

The basic functions are now available
via the IRENE 3 system, making it
possible to carry out statistical
analyses of notified cases.

System to bs operational in 1993.

Further improvements will be made
to meet the specific needs of
usera.
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Measures and planned dates

Action already taken

Action still to be taken

30.

31.

2 Stepping up cooperation

borween Comigsion and
national fraud prevention

departments

Stepping up administrative
cooporation betwsen custams
departments and the
Cemission (in progress)

Training for national customs
officials under MATTIIAEUS
programme, with view to
consequences of single market
(beginning in 1990}

Dovelopment of mstual assistance {Reg.
No 1468/81).

On 20 June 1991 the Council adopted a
decision setting up the Matthaeus
progranme, following the pilot project
in 1990. In 1991, 403 officials took
part in exchanges and ten seminars
were organised. 1991 also saw the
adoption of a joint training programe
for custans officials of the Member
States undergoing basic training.

Continuation of cooperation with
Member States within the
framework of rmitual assistance.

Updating of Regulation No 1468/81
with a view to reinforcing such
forms of assistance as are
necessary for full implementation
of the customs union and the
single market.

Training operations to be
continued and expanded.

Special joint in-service training
prograomes for custams officials
to be introduced.
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Measurcs and planned dates

Action already taken

Action still to be taken

32. Seminar on legal protection
of Commnity’s financial
intorests (November 1989)

33. Seminar on the falsification
of papers and supporting
documents (second haltf
of 1989)

- Prograome of training and
geminars for 1990/91

- Progrmme of training and
seminars for 1991/92

Seminar held from

27 to 29 November 1989. Operatiocn

canploted.

Follow-up to seminar?

1) Study (in progress) on systems of
administrative and criminal
sanctions in tho Member States;

2) Review (in progress) of way in .
which national courts (Italy,
Ireland, United Kingdom,
Nestherlands Grosce and Denmark)
troat cases of fraud affecting
Community funds (see p@int 44.)

Seminar held at Ispra from
18 to 20 October 1989 with experts

. from investigation departments of

Membor States. Operation comploted.

Six seminars held in 1990 on controls
and fraud prevention.

Six seminars held in 1991 including
two on anti-fraud policy {one in
Lisbon in March and another in Madrid
in December) and one on risk analysis,
in Drussels on 26 and

27 Soptember 1991.

(Seo point 31).

Study t3 be finalized in 19%2.

Oogoing operation in the other
Membsr States: visits will be
campleted during the courss
of 1992.

Ongoing operation.
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Mcasures and planned dates

Action already taken

Action still to be takenm

2.3 Incentives

34

35.

. Study on sharing of financial

losgsos botwoen Membor States
and Community (second half
of 1989)

Financial contributions to

strengthen national comtrol
departments and to meetl samoe
costs of recovering amounts
wrongly pald (new measures)

In progross at Caumission.

1. QOa 21 December 1989 the Council
adopted Reg. No 4045/89 (OJ L 388,
30.12.1989).

2. On 4 March 1991 the Council
adopted Reg. No 595/91 concerning
irregularitios and the recovery of
sums wrongly paid in connection with
the financing of the common
agricultural pelicy and the
organization of an information syatem
in this fisld and repealing

Reg. No 283/72 (OJ L 67, 14.3.1991)
(ses point 24).

3. On 4 Bebruary 1991 the Council
adopted Reg. No 307/91 on reinforcing
the monitoring of certain expenditure
chargeable to the Guarantes Section of
the EAGGF (O] L 37, 9.2.1991). The
implementing rules are laid down in
Camission Regulation No 967/91 of
19-April 1991 (OI L 100, 20.4.1991).
4. Oa 29 October 1990 the Council
adopted Reg. No 3151/90 on stepping up
the checks in Portugal on expenditure
charged to the EAGGT Guarantee Section
(0 L 302, 31.10.1990). Operation
comploted.

Study still to be finalized.

Ongoing operation.

Ongoing oporation.
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Measures and planned dates

Action already taken

ACVIUL welll U U6 bdmen

36. Charging to Coomunity budget
of financial consequences of
failing to rocover zwounts
wrongly paid

2.4 Fxpanding possibilities of
Conmunity_intervention in
relations with non-member
countries

37. Conclusion of mutual
ssnistanco agreements with
Community’s main trading
partners (first half of 1989)

38. Inciusion in Lawé IV of
provisions guaranteeing AP
cooperation on cases of fraud
involving agricultural
cxports %under negotiation,
to be campleted by ond

of 1989)

L_______—__——;

For the first thres quarters of 1991,
the amount lost accounts for 3% of the
mmounts wrongly paid (i.e. 97% have
already been or will be recoversd).

EFTA countries: a mutual assistance
agreament was incorporatsy, 28 a
protocol, into the genoral agrecment
on the Buropean Econcmic Arca.

Joint EBC/Andorrd committcs decizion
No 6/91 of 18 June 1991 (mutual
assistance from 1 July 1991).

Mitual assistance protocols have been
concluded with Poland, Hungary and
Czechoslovakia.

A clause has been inserted which
enables the Comission to participate
in on-the-spot investigations undoer
the rules of origin (Lans IV
Convention signed on 15 December 1989,
Protocol No 1).

Oporation completed.

Genoral agrsement on the Buropean

Econcmic, Area to be ratified by
1 January 1993.

Entry into force from 1 March
1992 by way of temporary
agreement.

New negotiations.
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| Measures and planned dates

Act10on_alresdy curen

II1. Counteraction

3.1 Additional protection for the

Community’s finsngial
intgrests

39. Adoption of draft Troeaty on
criminal law protection of
Coammnity's financial
interests and prosecution of
infringanents of Coxmmmnity
law (in progross)

The strategy to be adopted after the
Court's ruling in Case 68/88 is now
being oxamined. A notice concerning
tho judgment of the Court of Justice
in Case 68/88 was published QJ C 147
on 16 June 19%0.

Tho Prosident of the Commission sent a
lotter to ths Member States on

7 June 1990 (SG(90)D/22700).

All Membor States have replied and
sumo provided additional infommation.

The Council’s ad hoc Working Party on
the Court of Justice and Protection
under Criminal Law resumed its
activities.

Ad hoc Working Party of Government
Experts (criminal and Conrmnity lsw},
set up within ths framework of
political cooperation.

On 13 November 1991 the Council
meeting on Justice passed 2 resolution
on the protection of the Cammnity’s
financial interosts.

Guidelines will be adopted in the
light of the replies received
from the Member States.

The conclusions of the study on
national syatems of
administrative and lesgal
penalties and of the covparative
study, called for at the meeting
of the Council on Justice, should
be ready by the first quarter of
1993.
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Measures and planned dates

Action already taxen

40. Inclusion in Community rules
of concept of subsidy fraud
(sccond half of 1989)

3.2 Consolidating and extending
Cammisgion’s supervisory
poWers

41. Clarification, in conjunction
with national authorities, of
scope and aims of new rules
contained in Regulations
No 1552/89 and No 1553/89 on
own resources (oporation
began in June 1989)

This matter is now being studied in
the light of the replies received from
the Meaxber States (Sec point 39).

1. Seminar held in 1991 in Brussels on
the new ideas in Regulation
No 1552/89.

2. New idess discussed by ACCR.

3. On-the-spot checks carried out.

4. Thesauri for the IRENE 3 base
finalized.

5. Cases notified in accordancs with
Art. 6(3) of Reg. No 1552/8% before
or during the sccond half of 1991
(approx. 1000) have now been fed
into the system.

A decigion on the fundamental
issues to be taken once all
factors have been considered. A
definition of what constitutes
fraud is still required {see
resolution passed at the meoting
of the Council (Justice) on

13 November 1991) (See point 39).

Seminar on implementation of
Regulation No 1552/89.

Report on in:;plcmcntation of Reg.
No 1552/89 and possible
amendments.

Ongoing operstions.
Producticn of IRENE 3 tables

relating specifically to own
TesSQuUIces.
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Measures and planned dates

Action already taken

Action still to be taken

42. Analysis and asssssment of
fraud provention measures
taken by national
authorities, on basiz of
information obtained under
new Regulation on traditional
own rsaources.

Scrutiny of national VAT
controls in accordance with
Regulation No 1553/89.

43

lementation of Article 4 of Reg.
No 1552/89 (the required infomsation
has been forwarded to the Commission).
The national authority responsible and
the national provisions in force have
been identified. Implementation of
Artlcle 6(3) of Reg: No 1552/89 (the
Commission has used'information,
concerning fraud i articular, in
deciding what checks to carry out).

Analysis of the repliss to a
quostioonaire sent to tho Member
States in 1990 on national VAT
recovery and control procedures and on
possible improvements in this arca.
Fact-finding missions sent to all
Member States.

First three-yearly report in

accordance with Article 12 of

Reg. No 1553/89, dealing with three

main topics:

1. problems with national VAT
collection and control systems;

2. ways in which the Member State can
tackle these problems;

3. tho Commission’s reconmendations,
particularly those concsrning ways
of improving procedures for
combating VAT fraud.

Follow-up to anti-fraud measures.
Permanent updating of national
regulations and departmental
reorganization.

Action to be taken in response to
the first thres-yearly report.
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Measurss and planned dates

Action already taken

Action still to be

taken

44, Stepping-up of cooperation
with national judicial bodies
(ongoing measure)

45. Incroased reocourse to fimms
specializing in auditing and
controla, and to private
sxperts (ongoing measure).

The Comission took part in the
Congress on European Fraud Provention
which was held for Belgian and Dutch
magistrates in Rotterdam on

19 and 20 April 19%0.

Visits and discussions with judicial
bodiss on legal protection for the
Community's financial intercsts
(See point 32).

Establishment (in ten Membor States)
of Associations of Buropean Lawyers
for the legal protection of the
Cormunity’s financial interests.
Introduction is being congidered in
another Member State. Training courses
have been organized in Madrid, Pammoa,
London, Bruges and Tilburg and
geminars have been held in Cambridge,
Florence and Rotterdam.

Recourse to auditing fimms and
external experts:

- for certain on-the-spot checks on
EAGGF matters;

- for on-the-spot checks on
oxpenditurs and costs charged to
certain research contracts.

(Ses also point 35.3.)

Opeorations to be continued.

Operation to be continued.

Operation under way.
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TSRS i 2 . .
MEASURES FINANCED WITH APPROPRIATIONS FROM 1991 BUDGET
I3 Y T T T 1
i | chopter | | | 1991 |
} Port ] Articie | Title | Measures finonced — T T —
| ] ttem i [ {Appropriations [Appropriatlons | X i
| | i i ] ovellables | comltted 1 i
} | ! 1 1 1 1 )
- 1 T T ] T T 1
[ A | 3531 |controls, studles, analyses In | 5 200 000 5 154 519 | 99.12 |
| { Jconnection with the fight { I i
| I Jagalnst froud. {~ Tightening of controls; opplication of Reg. 4045/89 4300 000 | |
| | | |- Semtnars, mestings 431735 | |
| i I |- Conferences, mestings of associatlons of European 1 {
| | I | ‘towysrs + contribution to runnlng coats 203 000 | 1
| 1 1 |- Mfasions 131000 | i
| | I |~ SCENT (Agriculture} 88 784 | !
! | | | | !
| | ] | | |
I I ] | I |
t I | | | I
{ ] | | t i
| i ! | | |
I I | f { |
= : | | : +
1 A | 354  |Tox hammonlzation ond computerized] | tz0000 | 1199800 | 99.99} 3
| { |eustams network for froud | | I
t | [proventlon. | | 1 s
! i [ |- scent [ 11000 | |
| 1 { [- TARIC | 612 000 | i
| I i |- Communlty tronsit | 139 800 | |
| i | - 871 i [ oo | i
| | | | | ! | |
p— } t 1 t t —
[ [ 355  |Coordination of customs and [ | | | |
| i Jtox Inspoctions. |- Motthosus and Interfisc | 2337 000 | 2337000 | 100 i
| | I | | | | t
i | | | t | |

+  Appropriailions avoilabie are {hose sntsrad in the budgsl other thon for Articles A-355 ond A—455, for which transfers have been mode, without altering the

lotal for the two orticies (ECU 2 700 000).
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i | chopter | | { 1991 |
{ Port | Artlela | Title | Measures {inanced T —
| { ftem { { |Appropriations |Appropriations | % |
1 i [ | | avallables | comitted i {
= + t t t + + —
[ [ 4530 [Support sxpenditure for | { i I |
{ I fucuar. j- Missions, mostings 1 200000 | 184 206 | 92.10 |
I | | | | | i 1
| ! ! | | | | |
— x i ‘ 1 i —
I A | 4831 ISupport expenditure for | ' | 3.431.000 [ 3138352 | 9147
| i [A-3531. | I i | I
| [ { i~ dota proceesing ) | | 731 500 | {
{ { i |~ seminars, moetings { | 118 426 | [
i i i |- misalons I | 106 000 | |
i 1 | |- studles and cudlte = | 1 sa9 969 | I
{ 1 I |- atatf | {123t 812 | i
{ | I |- working parties on simplificotlon of agrlicultural i i 344 450 | |
1 | i { tegtatation - | 1 i i
{ | i |~ mlaceltoneous { { 15 161 | {
1 | | | 1 i |
| | | | | | t 1
[ t ! | | | | |
| | i I | t i !
| | ! | | ! | |
! | ! | ! ! | !
p—— t t t t t

}ooA { 454 {Support expendlture for |- Systems back-up, hordware ond software purchosss. TARIC | 2 000 000 | 1989815 | 99.49
i I JA-354. [ 1. updating boses, BTI, SCENT trenslations. | | i {
| i ! | ! | | I
i | [ | I | t |
| | | | | | | |
—t : a : ; ——
| A [ 455 |Support expenditure for [~ Statf, bock-up, compiling a guide. | 33000 | se3000 | o100 |
| I [A-355. . I | i | i
I i | | ! I | 1
| I i | | | | t
t 1 | ! | ! | i

ring the

+ Appropriations ovallabla ore those entered In the budget other

Vo 4me vma twn nctlotan (ECU 2 700 0O0).

thon for Artlcles A-355 and A-~455, for whlch tronsters hove been mads, without alte

- €0b -
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— v T
{ { Chopter | { | 1991 i
| Port i Artlele | Title | Measures financed
{ { Nem { i |Appropriotions |appropriations i x i
i | | | | avallobles | comitted { i
— i : ’. ;
| 81 | 360 [Moeasures to”combat froud affecting] | 21 000 006 | 20100 000 ioes7
| { fthe EAGGE Guarantes Sectlon. 1 j—— | |
| | | |- Reg. 595/81 {repecling Reg. 283/72) | | 100 000 | |
i | { |~ Reg. 307/91 {tightenlng controls: EACGF Guarantes 1 { 20000000 | i
{ { 1 | Sectlon expenditure) | 1 i |
! i ! | ! | | |
| | | | ] | | [
| ! | | ! | I |
t }
| 82 | 3110 |vessures to control and combat | | 35036000 | 34845415 | 9688 I
! | frovd. | o —— ] —— | I
1 | { [- Reg. 2262/84 (olive oil) | | 13380000 | |
1 i | |- Req. 2392/86 (vineyard register) I [ 2t 495 415 | |
| | ! 1 | 1 | |
| | t ! I i t I
| | ] | | | | i
i [ { | | I ! |
t I | | | | | i
| | | | | ! ! {
| | i { | | |

| 88 | 2510 |Support expenditure for |- Support for vineyard raglstar 313 469

1 i {82-5110. |
| I i | t |

|
]
!
|
]

\

TOTAL 69 625 876

| i ! i | |
{ | i | | |
| | | i t !
| | | | | |
| | | | | !

Articios A-385 ond A-455, for which tranafers have been made, withaul oltering ihe

+ appropriations avallable are those sntored ln the budget other thon for
tota! for the two arlicles (ECU 2 700 000) .
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ANNEX 6

BUDGET ITEMS / THE FIGHT AGAINST FRAUD

Ttem Title 1992 oppropriagtions
TOTAL 76 556 000
Part A

A-2554 Conferences, congresses and meetings In connection 270 000

with the activities of the associations of Europeon
lawyers for the protection of the financlal
- interests of the Communlty

1
A-3530 Unit to coordinate cction against fraud 46 000|
| 200 000
|
A—4530 Expenditure in support of ghe Unit to - 154 000|
coordinate action against froud (A-3530) 4
N
A-3531 Controls, studies, analyses in connection with 5 655 OOO]
the fight against fraud |
| 8 772 000
!
A—4531 Expenditure in support of controls, studies, 3 117 000]
analyses in connection with the fight J
against fraud (A-3531)
A-3532 (New) Action to combat fraud involving textiles p.m.
(TAFI)
A-4532 (New) Expenditure in support of action p.m
to combat fraud involving textiles (TAFI)
1
A-354 Tax harmonization and computerized customs 2 860 000]|
network for froud prevention l
| 6 500 000
|
A—454 Expenditure in support of tax harmonization 3 640 000|
and computerized customs network for fraud 4
preventlion (A-354)
A-355 (New) European documentation, coordination and 750 000

study network to control cross—border crime
and fraud
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B1-360

B2-102

B2-111

B2-121

B2-131

B2-5110

B8-2510

BS-3051

B8-5351

- 106 -

Measures to combat fraud affecting the European
Agricultural Guldonce and Guarantee Fund,
Guarantee Section

Measures to combat froud affecting the Europecn
Agricultural Guidance ond Guarontee Fund,
Guidance Section — agriculture

Measures to combat froud affecting the European
Agricultural Guidance and Guarantee Fund,
Guidance Section — fisheries

Measures to combat fraud affecting the
European Regional Development Fund

Measures to combat fraud affecting the
European Social Fund-- - -

Measures to contral and combat fraud

Expenditure in support of reasures to control
ond combat fraud

Cammunity action programme concarning
vocational training for customs officials
(Matthaeus programme) ond tax officials

Expenditure in support of Matthaeus programme
and programme for tox officials

1 An appropriation of ECU 15 million has been entered

21 000 000!
p.m
p.m.
p.m.
p.m.
]
36 000 000}
| 36 364 000
|
364 000]
J
N
2 427 000|
|
| 2 700 000

in Chapter BO—0.
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ANNEX 7
STAFF ORGANISATION CHARTS
SECRETARIAT GENERAL
Directorate G
Coordination of the fight against fraud

DIRECTOR : 1 grade A
Secretariat 2 grade C
Administration 1 grade B
Archives 1 grade C

!
ADVISOR : 1 grade A
Training, seminars, studies
and relations with the media .
Secretaryiat : as per sector I
SECTOR I : General affairs
Head of sector 1 grade A
Secretariat 2 grade C
Personnel 1 grade A on detachment in Lisbon (E.C.

office)

1 grade A temporary agent
2 detached national experts

General and horizontal affairs ; legal questions ; relations with the
Council and the Court of Auditors ; seminars/conferences, training,
development of an informal network of magistrates, relations with
Parliament (quarterly COCOBU reports, written and oral questions, work
programme, reports, publications, interservice committee, Committee for
the coordination of Fraud Prevention with member States (COCOLAF),
budgetary questions (anﬁxfraud budget), experts, consultants, studies.
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SECTOR II : Operations

Head of sector 1 grade A temporary agent
Secretariat 2 grade C
Personnel "1 grade A
2 grade A temporary agents
1 grade B

2 grade B temporary agents

Duties

Follow-up of current legislation ; follow-up of fraud cases ;
participation in fraud enquiries, coordination of enquiries, irregularity
and mutual assistance groups, participation where required in Committees
(EAGGF, etc..)

SECTOR III — Informatics and databases

Head of sector 1 grade A temporary agent
Secretariat : as per sector II

Personnel 2 grade A temporary agents
1 grade B
1 grade B temporary agent

Duties

Development of databases for fraud cases (IRENE 3), for member States
anti-fraud structures and legislation (ex-systems audit, DAF), research
("intelligence").
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DIRECTORATE GENERAL VI
Unit VI.G.4

HEAD OF UNIT 1 grade A

Secretariat 4 grade C

2 grade C auxiliaries
2 grade C temporary staff

VEGETABLE PRODUCTS (INTERVENTION), CONTROL AGENCIES

Coordination 1 grade A
Personnel 4 grade A
1 detached national expert

Olive oil, ARO, ACACSA and CEEE agencies, regulation on strengthening of
controls, Agecontrol. ’

Fresh and processed fruit and vegetables, flowers and horticultural
products.

Wines, alcohol, tobacco, hops, potatoes, other specialised farming.

Remote sensing, set aside, citrus cultivation and vineyard registers ;
o0il seeds, textile and protein plants, regulation on integrated controls,
cereals and processed products ; rice and sugar.

ANIMAL PRODUCTS (INTERVENTION)

Coordination 1 grade A
personnel 1 grade A
2 grade B

1 grade A temporary agent
Duties

Dairy products other than butter and butteroil ; sheep meat, pork, fish

and poultry, butter and butteroil ; beef meat.

EXCHANGES

Coordination I 1 grade A

Duties

Imports, MCM, MCA, customs systems, analysis, simplification
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. Coordination IIX 1 grade A

Personnel 3 grade B .
3 detached national experts

Duties

Coordination, refunds.

PINANCIAL AND BUDGETARY MATTERS, GENERAL AFFAIRS

|
1
Coordination and budget 1 grade A 4

Personnel 2 grade B .
1 grade C auxiliary i
1 grade C temporary w
1 detached national expert i

COMA 35, SCENT, annual report. ‘
Application of regulations 4045/89 and 595/91.

Financial matters, reports, contracts, missions, archives.

Statistics and budget : general support and archives.

WINE INSPECTORS

Personnel 8 grade A |

FRUIT AND VEGETABLE INSPECTORS w

Personnel 5 grade A auxiliaries

|
N.B. : Unless otherwise stated (e.g. temporary agent, auxiliary) the ﬁ
officials are "fonctionnaires”. [

o it 0

XN
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DIRECTORATE GENERAL XIX
Unit XXX/B/4

HEAD OF UNIT 1 grade A
Secretariat 1 grade C
Personnel 2 grade A
2 grade B
1 detached national expert

Duties

Monitoring of horizontal aspects of regulations relative to own
resources ; implementatio? of specific anti-fraud measures provided for in
these regulations.
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. DIRECTORATE GENERAL XX
Unit XX.1
HEAD OF UNIT 1 grade A
Secretariat 1 grade C
|

FOLLOW-UOP OF FRAUDS 1
Deputy head of unit 1 grade A
Duties

own resources, refunds, MCA and ACA, customs problems, exchange |

mechanisms, agri-monetary affairs.

FOLLOW-UP OF FRAUDS 2 1 grade B |

Common organisations of agricultural markets, structural funds, common
Fisheries Policy, energy, industry, technology, research, cooperation and
food aid. i
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DIRECTORATE GENERAL XXI

, Unit A.2
HEAD OF UNIT 1 grade A
Secretariat 2 grade C

1 grade C auxiliary

FPIGHT AGAINST CUSTOMS FRAUD
(Regulations 1468/81 and 616/78)

Personnel 4 grade A
1 grade A auxilidry
1 detached national expert
2 grade B
2 grade B temporary agents
’ 1 grade C
Duties

Agricultural products, industrial products, textile products, SCENT
computer network, Fraud help-desk, agreements with third countries, legal
questions, liaison with international organisations, general questions,
contacfs with Parliament,...

Fight against fraud in the area of indirect tax

Personnel 1 detached national expert

Fight against illicit drug trafficking and other sensitive products

Personnel 2 grade A
4 detached national experts

Duties
Precursors (Reg. 3677/90)
Mutual assistance groupe (MAG and MAG 92), customs information system
(CIs), Naples Convention, export controls, customs strategy post 92
International relations {UNO, G.7, C.C.C., Interpol...)

boadBalon s



