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EU Budget and Irregularities and Fraud

For MFF 2021-2027:

1.211 trillion topped by EUR 806.9 billion through

NextGeneration EU
Irreqularities and Fraud (PIF Report):

2016: 19080 fraudulent and non fraudulent — 2.97 bil
2017: 15213 fraudulent and non fraudulent, 2.58 bil

2018: 11 683 fraudulent and non fraudu

2021: 10,232 fraudulent and non fraudu

2022: 11 471 fraudulent and non fraudu
Funds for ETC: nearly 10 billion

ent — 2.5 bil.
ent — 3.19 bil
ent - 1.67 bil



CENTRAL OFFICE - OPERATIONAL ACTIVITY

DATA VALID ON 31 DECEMBER 2023

1371 — ~ 01 -bilién

By

Opened investigations Estimated damage

~08-1 ) ~11.5
billion (‘“ billion

All active Estimated of which are active Estimated
investigations total damage VAT fraud investigations \ total damage

545 J ~o0-
I billion

Active investigations with Decisions to assign measures to assisting EDPs Freezing orders
a cross-border dimension in a different participating Member State granted in 2023
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“"New perspegctivesn the fight agaimstiPikaelated fiatid

Environmental Crime Directive (Dec 2023)

Sanctions Violation Directive (Apr 2024) -
Harmonization of criminal offences for sanctions
violation

The New Anti-Corruption Directive (May 2023)

A The AC proposal provides for additional ‘corruption’ offences than
what is currently provided for in the PIF Directive. The additional A The Anti-Money Laundering Directives

offences that do not apply to the PIF Directive, are: . .
A Bribery in the private sector (Article 8), Directive (EU) 201 8/843

A Misappropriation in the private sector (Article 9 - the PIF A Whistle-blower's directive 2019/1937
Directive applies only to the public sector) A Material scope, inter alia: (b) breaches affecting the financial

A Trading in influence (Article 10) interests of the Union as referred to in Article 325 TFEU and

A Abuse of functions (Article 11) as further specified in relevant Union measures;

A Obstruction of justice (Article 12)

A Enrichment from corruption offences (Article 13).
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Legal framework of the fight against Fraud

1 Art. 325 TFEU and

Commission decision
establishing OLAF

I Regulation 2988/95 on the
protection of the EC financial
Interests

| Regulation 2185/96 concerning
on the spot checks and
Inspections

I Regulation 883/2013 7 OLAF
concerning the investigations of
OLAF, as amended by
Regulation 2223/2020

How is each one of these legal acts related to ETC?

PIF Convention and PIF Directive -
Directive 2017/1371

EPPO Regulation - Regulation (EU)
2017/1939

Regulation 1303/2013 and Sector
Regulations

Financial Regulation 2018/1046

Regulation (EU) 2021/1059 and
specific ETC Rules (Commission
Impl Decisions 2022/74 and CD
2022/75 on the list of Interreg

programs and areas, and supporh
-

4
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Suspicions.

Irregularity:
Regulation 2988/95,
CPR and Sectorial
Requlations
Suspected fraud: DR
for Reporting,
2015/1970-1973.
Fraud: PIF Convention,
PIF Directive

Definitions: Irregularity and Fraud.

Fraud

Suspected
Fraud

Irregularity

Suspected

/ Irregularity




*
9 S| EUROPEAN

W | PUBLIC
PROSECUTOR'S
OFFICE

Unintentional behavior

Suspicion of Irregularity - any information, including from
anonymous source, that an irreqularity has been committed. This
information must contain at least reference to concrete project,
financing Programme, managing authority and description of the
case. Handbook of Irregularities: “any information received from
any source about the existence of an irregularity before the
assessment of this information”

Irregularity shall mean any infringement of a provision of
Community law resulting from an act or omission by an economic
operator, which has, or would have, the effect of prejudicing the
general budget of the Communities or budgets managed by them,
either by reducing or losing revenue accruing from own resources
collected directly on behalf of the Communities, or by an unjustified
item of expenditure. (Regulation 2988/95 and 1303/2013)
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Possible Intentional behavior

‘suspected fraud’— Regulation 2015/1970

means an irregularity that gives rise to the initiation of
administrative or judicial proceedings at national level in
order to establish the presence of intentional behavior, in
particular fraud, as referred to in Article 1(1)(a) of the
Convention drawn up on the basis of Article K.3 of the Treaty
on European Union, on the protection of the European
Communities' financial interests;
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Intentional behavior

Fraud
Art. 3 DIRECTIVE (EU) 2017/1371

For the purposes of this Directive, the following shall be regarded as fraud affecting
the Union's financial interests:

i) the use or presentation of false, incorrect or incomplete statements or
documents, which has as its effect the misappropriation or wrongful retention of
funds or assets from the Union budget or budgets managed by the Union, or on
its behalf;

(ii) non-disclosure of information in violation of a specific obligation, with the
same effect; or

(iii) the misapplication of such funds or assets for purposes other than those for
which they were originally granted;



liture Fraud?

F Fraud?



9 S| EUROPEAN
W | PUBLIC
PROSECUTOR'S

The 4 categories of PIF frau

.

VAT own
resources
revenue
fraud

/

Now serving as the menu for the Material competence of the EPPO
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oree CRIMES INVESTIGATED BY THE EPPO*
é Expenditure fraud

VAT fraud involving two or more Member States
@? and total damages of at least €10 million.
Customs fraud

S
* *
_&‘i

***

Corruption that damages the financial
interests of the EU.

h?

1 | Misappropriation of EU funds or
%  assets by a public official.

L@ Money laundering involving property derived
from these crimes.

/4 Participation in a criminal organisation with focus on
¥ PIF offences.

(%)) Any other ‘inextricably linked’ offences.

*As provided for in the PIF directive on the fight against fraud to the EU’s financial interests by means of criminal law and implemented by
national legislations. The directive harmonises definitions, sanctions and limitation periods of criminal offences.



Q 1 486

33.92%

Non-procurement
expenditure fraud

405

9.24%

Non-VAT revenue fraud

7 .

12

1.64%

Misappropriation

379

8.65%

Procurement
expenditure fraud

873

19.93%

VAT revenue fraud

226

5.16%

Money laundering

CENTRAL OFFICE - TYPOLOGIES IDENTIFIED IN ACTIVE EPPO CASES
NUMBER OF INVESTIGATED OFFENCES BROKEN DOWN BY TYPE

y

/
@< 209

4.77%

PIF crime-focused
criminal organisation

y— 131

2.99%

Corruption

599

13.67%

Inextricably
linked offence
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|nvestigations:\Workingawith iregg Ul arifys andr fradid| alfegation

U How and who can send signals/allegations?
Whistleblowing

U How is this information registered? —}n__
R

02 KId A T-wakinQday?r y 2V

U Is the whistleblower notified about the actions of the
authorities?

U¢ KGoodE | hatk AYTF2NNIF GA2Y D
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Basis of investigation / check

The investigation/check always requires a formal gathering of
evidence, which could be divided into several groups:

U Evidence of material nature;
U Written evidence (documents);

U Evidence obtained as a result of the application of technical
means and specific methods (special investigative appliances);

U Evidence established by exposure to sensory perception
(testimony of a witness, explanations of the accused, etc.)
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Methods of ebtainingcevidenee

ACriminal investigation

u Interrogation

u Crime scene
investigation

u Expertise

i Search/ Seizure

i Holding an investigative
experiment

0 Identification of persons
and objects

i Special investigative
means

A Administrative
Investigation/check

i Requesting, collection and

verification of information
anddocuments;

i Asking for explanations
(additional Information,
Interviews)

i Conduct of OTSC o

documentarychecks .=
//' k-
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Questions that most often need answers

1. What has been done?
When was it done?
Where was it done?

How was it done?
Who did it? ...

ok W N

...and Why?
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Life cyclecoin admimmistraiiveiinvestigatioritheck

Whistleblowing/own initiative/complaint A Evaluation of the
information A opening an investigation A core activities A report
with recommendations or administrative action

Types of recommendations/actions:
U Financial/Corrective/Establish irreqularity/fraud
U Disciplinary
U Administrative/organizational
U Request for opening pretrial proceedings

What about criminal investigations?




‘Competence in carrying-out
investigations/checks

Anti-fraud cycle

National pre-trial and
judicial authorities

European Commission




qularities and
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Reporting of Irreqularities — Aim of
Reporting

Under EU law, Member States must report cases of irregularities in
revenue and expenditure to the Commission, including suspected and
established fraud, which have been subject to PACA.

Reporting can vary significantly. Information includes the provision
infringed, the amounts in question, the practices used to commit the
irregularity, the parties involved, whether the detected irregularity
constitutes ‘fraud’etc.

Functions: It is a preventive measure to support proactive risk analysis,
and it also allows administrative and judicial monitoring of action
taken by Member States.

What is the difference between reporting to the Commission and reporting to the judicial or law
enforcement authorities? What about to the EPPO?
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Mecihain tsmas flie@glaliyiFyabchRd Repogting

Certifying

Anti -Fraud Service )
Authority

Managing Authorities/ETC MS z where the
money is paid to the beneficiary

Intermediate bodies
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PACA — Primary administrative or judicial
finding

‘primary administrative or judicial finding’ means a first written assessment by
a competent authority, either administrative or judicial, concluding on the basis
of specific facts that an irreqularity has been committed, without prejudice to the
possibility that this conclusion may subsequently have to be revised or
withdrawn as a result of developments in the course of the administrative or
judicial procedure.

Requisites for PACA:

a document in writing (written assessment): a report, memorandum,
resolution, recovery order, management verification report, check list any
document with facts of irreqularity

an assessment by a competent authority;

a conclusion that an irregularity has been committed.
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Dealing with Fraud. Red flags

Red flags

A red flag is an | KGN

B

IS
IS

Howto detectfraud in yourdaily work?



