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Background and aime

Over the years, the sound management of Community finances has assumed
increasing Importance. The continuing cancern over fraud against the
Community budget has fuelled determination to implement practical financial
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 (inciuding one on the legal protection
of the Community‘'s financial interests),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-Genera! and comes under the ¢irect authority of the President).

A 48-point work programme was drawn up In 1989 by the Commission, with ful!
backing from the Council and Parliament; progress is regularly monitored
and objectives kept under ciose review. The last few years have seen some
major Improvements Iin legislation and in resource ailocation. The number
of investigations, controis and other measures has increased, and there I|s
no sign of budgetary support faltering which suggests the subjoét 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) 0J L 185, 15.7.1988, p. 24-29.

2 27-29 November 1989.



Develonments in 1961 and outiaok

On 8 July 1991, the Counci! 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 legislation, the rationallization of the
export refunds nomenclature, the notification by Member States of cases of
fraud, and in the area of control generally. The Counc!! demonstrated its
determination to pursue its campaign against fraud by identifying six
priority areas for 1991: the continued simpiification of agricultural
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 action programme; adequate
resources for investigations in non-member countries and the negotiation of
complementary mutual assistance agreements. -

On 23 and 24 April 1991 Parliament’'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 38 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 serious abuses occurred, and to ensure
that the Unit for the Coordination of Fraud Prevention enjoyed unequivocal
support “at all leveis and at all times".

In 1991, considerable progress was made in carrying out the work programme
and in the area of investigations |isted below:

1 The Fight 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
legisiation:

adoption on 3 May 1991 of Regulation (EEC) No 1187/91 (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
agricuitural products; proposal for the petfood sector; proposal
concerning the TS control copy;

- Progress on horizontal agricultural legisiation:

. adoption of new regulations on reinforcing the monitoring of expenditure
(Regulation (EEC) Nos 307/91 and §95/91);

practical matters concerning the Impliementation of regulations already
adopted. '

Progress on the procedure for adopting a customs code and In the area of
Community transit.

- new outiook for control: remote sensing,
- guidelines on indirect taxation.

- Progress on cooperation with non-membar countries (EFTA countries;
Andorra; Faroe Islands; Polind. Hungary and Czechoslovakia).

- Finalization of various studlos.

- Renewed emphasis on the protection of the Community‘s financial
interests.



= Increased use of computers and continued attention to training.

- Further investigations and controls carried out in Member States and
some non-member countries.

The priority given to fraud prevention In 1990 was again evident Iin the
1991 budget. Moreover, this priority is maintained In the 1992 budget.

The Commission’'s partners are increasingly aware of the importance of fraud
prevention and are anxious to ensure that the Community’s financial
interests are protected. The Commission Is now looking beyond 1992 and, iIn
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 Par!iament during the debate on the
discharge for 1990, this report contains the organization charts of the
various anti-fraud departments In the Commission.'

TITLE | - MAIN ACTIVITIES IN 1901

The purpose of this titie is to describe, from the fraud prevention angle,
the situation concerning own resources, the Customs Union, the EAGGF
Guarantee Section and the structura! Funds, particular attention being paid
to investigations.

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

The system for financing the Community bydget as laid down In the Councll!
Decision of 24 June 19881 stipulates that the budget, without prejudice to
other revenue, is financed by the Community’'s own resources, i.e. the
agricultural levies and other amounts, customs dutles, the appllication of a
uniform rate to the VAT assessment base and a contribution based on each
Member State’'s GNP. The Council lald down the practical arrangements for

operating the system In Regulations (EEC, Euratom) No 18582/89 and
No 1583/89.2,

At the budgetary level, action to carry out the final 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 attention was paid to
the question of the Community’s revenue.

1. Own resources

1.1. Traditional own resources (customs duties, agricultural levies)

Pursuant to Regulation (EEC, Euratom) No 1852/89, which lays down the
practical arrangements for establishing, 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, pur:uant to Article 6(3);

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

2 Council Regulations (EEC, Euratom) published in OJ L 185, 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 8(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 Innovative

aspects of Regulation (EEC, Euratom) No 1552/891 held in Brusseis on 19
and 20 February 1991.

1.1.1 Informing the Commission
The Member States’ half-yearly notifications to the Commission 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

‘ 11990 | 1st half 1991 Totaly )
Lember State Eﬁﬂfm Cases M
B 30 1.683 41 2.38 71 3.08

2} 56 9.83 40 3.32 -1} 13.15
DK 9 0.56 4 0.08 13 0.64
EL 3 0.10 2 0.04 ] 0.14
ES 14 0.78 18 0.40 32 1.18

F 47 7.00 103 8.54 180 13.54
IRL 1 0.01 - - 1 0.01

| 12 12.83 8 0.24 20 13.07

L - - 1 0.04 1 0.04
NL 1 0.18 9 0.27 10 0.14

P 6 0.08 4 0.08 10 0.14
UK 82 §.78 128 7.30 207 13.08
__[ze1 38,72 ass | 20.64 a1 | 59,36

The total of some ECU 89 milllon includes sums already recovered and those
for which recovery procedures are stili under way In the Member States.

1 See Chapter 2(2.1), Title |1.
2 As updated to 30 January 1992, excluding any statements from
Member States not received by the Commission at that date.
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If there were fuller cooperation from thl nationail administrations as
regards notificatien, conclusiohs could q. drawn as to risk areas and the
methods for carrying out fraud Ih!\lch worJ the most widespread or had the
grestest financial implications. As it is, although progress has been
made, the disparity in the numbers of cl‘ot reported by the Member States
suggests that notifications could be furi?hor improved.

Furthermore, the annual reports on the edtablishment and entry in the
acoounts of own resources! and the half-jearly reports on the outoome of
national inspections and the mast importdnt problems arlising, ‘pu'tleularly
matters In dispute,? should In ‘future be imore uniform in content and
should be sent to the Commissian at the froper intervals. Two goints,
nevertheless, arise out of the ‘annua | roéorto for 1980:

- Infringeménts to a large exfent lnvohéo faise declarations ag to type
and value, or Indesd origin, and undediared Imports;

- the goods in question mainiy fall within section XVI (electrFeal
equipment, sound or plcture recording or reproduct ion equipment) and
sections | to IV (animal and vmtlblé products, animal and vegetable
oils and fats, food industry promni of the Common Customs Tariff.

1.1.2 Separate aceounts
The object of keeping separate sets of a¢counts, an innovation Intreduced

in 1689, is to enable the Commission to ;tup track of the recovery of own
resources. : :

1 Article 7 of Regulation (FEC. Euratfpm) No 1562/89.
2 Article 17(3) of Regulation (EEC, Euratom) No 1582/89.
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From the practical point of view there are a number of comments to be made
about the implementation of separate accounts. These comments have arisen
at meetings of the Advisory Committee on Own Resources.

- There are necessary |inks between the A and B accounts. Outies
Identified as payable but not collected, which have been entered In the
B account, are, following actual payment, entered as receipts in the
A account, except In two instances where the B account can be cleared
otherwise; duly substantiated adjustment and duly substantiated
decision to waive collection, the latter being allowed only in the event
of force maleure or where it has proved definitely 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 liable pays them at
once, but ali of them or the balance is entered In the B account If the
person liable does not pay at once or only pays part.

The findings of the inspections carried out by the Commission In the
Member States Into the Implementation of the separate accounting
arrangements are being analysed. Regardiess of whatever conclusions 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 Reguiation (EEC,
Euratom) No 1552/891 are of two kinds:

(1) inspection measures for which it is assoclated with the Member
States, at Its request;
(2) on-the-spot inspections on its own initiatlive.

1 See above.
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These two types of inspection are designed to achleve different ends: In
parallel with inspections carried out In-association, the basic object of
which is to supply the Conmission with imformation about the coilection of
own resources by the Member States In acé¢ordance with their national
arrangements, the purpose of the on-the-gpot inspections measures Is to
provide the Commission with a means of resoiving problems arlising out of

the application of the regulations on own resources, which encompass actlion
to combat fraud.!

The first on-the-spot Inspections carried out involved Inward processing,
goods sent by post, Imports of fishery products and the estabiishment and
entry In the accounts of amounts arising in respect of fraud and
irregularities. The most receat such inspections focused on the separate
account ing arrangements.

1.2 VAT own resources

Under Article 12 of Regulation (EEC, Euratom) No 1553/89,2 the Commission
is required to consider the procedures applied for determining and
collecting VAT and the national VAT systems’ Inspection procedures and to
submit a report to Pariiament and the Councl| every three years; the first
of these is to cover the 1088-91 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
responsibi|ity of the Member States, it Is vital to ensure that the

1 Cf. the declaration re Articie 18(3) entered in the Council minutes of
20 May 1989 at the Commission’s request, the first paragraph of which
reads: “Consclous as it Is of the greater role It will henceforth
have to play in combatting fraud, the Commission states that it wili
have recourse to the inspections provided for in this 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 being undervalued
as a result of underestimating the level of tax fraud.

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

The report falls into three main parts:

examination of the features of national VAT systems with a review of
difficulties In collecting and administering VAT;

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

suggestions by the Commission, after consulting the Member States, of
ways of making the national systems more effective.

In the first part, certaln 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 probiems
which arose include the following.

As regards taxpayers’ willingness to comply with formaiities 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 efficiency In enforcing compliance with VAT law;

As regards enforcement : sliowness and Inaccuracies in processing data
relating to registration, declaration or associated payment, owing in
particular to computerization or human resources problems, and the
division of tax departments iInto separate compartments.

The second part has the merit of highlighting recent progress in making
certain procedures more effective. There has been progress in:
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. encouraging compliance with reguirements;

. making optimum use of resources (computerization; human resources);

. 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 messures to do with
compliance and enforcement, particularly. in cases of fraudulent dealing, as
well as with the computerization, reorganization and rationalizsation 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 cocperation
2.1. Fine-tuning mutual assistance

Progress over the last few years has boqn encouraging, whether It be In
notifications pursuant to Regulations (EEC) No 616/78 and No 1488/91, In
terms of quantity and quality, fruitful deveiopments in carrying out
investigations, training and the holiding of seminars or the expansion of
the SCENT computerized system for information exchange.

At a meeting In October 1991 the heads of the Member States’' customs
services said they would welcome further moves in this direction.
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Generally speaking, as the Commission pointed out in its communication to
the Council, Pariiament and the Economic and Social Committee on the
customs union 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 policles In trade with non-Community countries and safeguard the
Community‘s financial Interests. It makes for falr practice Iin trade
against a background of healthy competition.

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

On this last point, there is Interaction with the work being done In the
context of the Customs Information System, a computerized system which
buiids on SCENT to strengthen the Community's external frontiers In
relation to harmful products such as drugs and arms which are not at the
moment within the Community‘'s sphere of jurlsdiction. The exlistence of
these networks is fundamental to the removal of internal frontiers.

In the wider Europe, a number of EFTA countries are aliso apparentily
Iinterested In joining SCENT, though the practicalities have yet to be
worked out.

Other measures which have been proposed are more innovative 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 fina!, 31 January 1991.
2 See Chapter 2(3) inTitle 11,
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In 1991 the Commission sent ocut 109 notifications, including 89 new cases
and 40 additional notifications. Of these, 84 related to own resources.

Comm | s~
E_LIAL 1 | Pl UKl slon ITOTAL
14 - | = 1 4| - 11 44 109
MMj= | = 1 3] - 10| 37 84

When the Community rules first started to be applled, 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 countries and are more often circulated when susplicion
first arises. These two factors combined make for economlies 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 effectiveness of
controis on the external frontiers and contribute in their field to the
establishment of the internai market.

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

As regards regulations, there are now more cases invoiving anti~-dumping
duties and the different preferential origin systems.
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2.2 Further action in cases invoiving mutual assistance!

The cases cited at 2.2.1. and 2.2.2. all refer to investigations In
non-Commun ity countries. Such missions take place, following case-by-case
negotiations with the country concerned where there is no specific
agreement on assistance, 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 ident!fication of

ocu 41,410 million of own resources in 1991.

2.2.1 Further action in old cases

Agricuitural and fishery products

. Yugosiav maize

The folliowing action was taken in Greece pursuant to the Court's

Judgment in Case 068/88:

- the traders involived and several civil servants were given prison
terms, suspended in some cases, for conceaiment of fraud;

- the traders involved and several civil servants were given prison
terms, suspended in some cases, and fined a total of ECU 1 752 138
for the actual fraud.

. Beef from Brazil
The investigation uncovered evidence that false declarations of the type
of meat (offal) had been drawn up to evade psyment of levies. The exact
amount to be recovered is being calculated on the basis of additionai
documents which the Brazitian authorities have undertaken to supply to
the Commission.

. Guyana rice

investigations showed that rice from various non-Community countries

1 See Annex 1.




(Thalland, the United States, Argentina and Uruguay) had been Imported Into
several Member States under fa)se Guyanese declarations of origin Involving
the presentation of EUR 1 certificates which had been either falsified or
improperiy obtained.

The own resources evaded are estimated, as investigations stand at
present, to come to ECU 4 800 000.

origin of preserved fish imported from Mauritius

Fishery products from the ACP countries are entitied to preferential
origin treatment only if certain conditions are compllied with; these
relate to the vessels used and are designed to ensure that partner
countries remain In control of the operations. In the case in point It
was discovered that not all the conditions had been met, at least up to
July 1991, The duties 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 Convention.

origin and value of peeled shrimps and sait fish imported from Greeniand

In 1990 this investigation established that there had been partial use
of raw materiais from non-Community countries to obtain products
imported under the preferential treatment arrangements aliowed to
overseas countries and territories, and that certain imports had been
undervalued. The two Member States which took part in the

invest igations (Denmark and Portuga!) recovered evaded amounts of
approximately ECU 780 000.

Preferential origin of other fishery products (Gambia, Slerra Leons and
Las Paimas)

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.



=21=
Jaxtiles
. Preferential origin of clothing Imported from Mauritius

Inquiries carried out with the help of two Member States (France and the
United Kingdom) In 1989 and 1990 establigshed 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 concerned, the outcome of
action to recover dues by the Member States (Germany, Beigium, France,
italy, the Nether iande and the United Kingdom) has not yet been
estab! ished, To date the Comnission has been notiflied by one

Member State that ECU 73 800 has been recovered.

Another Member State said that it was instituting legal proceedings to
recover ECU 42 500.

. Other textile products

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

. Potassium permanganate and videocassettes In Hong Kong and the People’s
Republic of China

(1) Potassium permanganate
Following coordinated investigations In severa! Member States Into
the evasion of anti-dumping measures relating to this product,
approximately ECU 2.2 million has so far been recovered In duties
and financial penaities. All the fraud networks Identifled in the
investigations have been dismantied.



(2) Videocassettes
ECU 218 000 in duty has been recovered. The results of
investigations establishing the non-preferential origin of the
imported products have been confirmed by the exporting country.
Renewed recovery procedures In rsspect of more than ECU 1.5 miillon
are under way. Operations continue.

origin of electric motors In Maita

The investigation showed that a false declaration of origin 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 Islands

The object of this Investigation, which was carrled out with the heip of
two Member States In September 1991, was to check on the circumstances
In which whole or peeled shrimps expbrted from the Faerces under EUR 1
certificates had been caught and worked. It was found that the goods
were not all entitled to preferenttal treatment owing to the status of
the fishing vessels concerned or bedause raw materlals from
non-Community countries had been used.

The Importing Member States were asked to take action to collect the
sums cie on the basis of the docuno@ts collected and on the grounds that
the ECU 1 certificates unio lnvalld; Customs duties on the overall
vaiuse of the consigmments:of non-Co@nunlty origin come to an estimated
ECU 10.5 mililon. The exact amount; cannot be calculated until the final
destination of the goods has been vprified, some of them having been
re-exported to non-Community countries.
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Preferential origin and type of preserved fish In Thalland

The mission carried out In September 1991 with officials from the
Member States most closely involved established that the type of fish
declared was not available In Thalland and that the fish actually used
were themselves imported. As investigations stand at present, evaded
amounts are assessed at approximately ECU 10 miillon. The Thal
authorities have been asked to withdraw the preferential origin
certificates in question.

. Preferential origin of preserved fish In the Solomon Islands, Fl}I| and
Clte d’lvoire

To supplement the Investigations carried out in the Member States and by
the Commission, missions involving nationa! officials 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 imported from
non-Community countries, 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 duties involved In these cases are estimated
at present to be ECU 710 000, ECU 0,2 million and ECU 17 millilon
respectively.

Joxtlles

. Preferentlial origin of textiles and clothing In Yugoslavia

Following suspiclons arising from Investigations carried out by several
national customs departments into the validity of EUR 1 certificates
Issued in Yugosliavia, 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 origin as raw materials from non-Community countries
had been used. The Member States are now taking further steps to
recover the evaded duties, which are estimated at more than

ECU 2 million.

. Preferential origin and evasion of import quotas in South Africa, the
Ciskel and Lesotho

Processing of the findings of investigations Into Asian textiles In 1890
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 entitiement. The overal! value of the
goods concerned |s estimated at ECU 20 milllon, giving duties of some
ECU 1 milllon.

2.2.3. Other results (1991 notifications)

Malze

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 dutles 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 question recovered ECU 1 500 000 In own resources due.

. Fraudulent [mports of live cattle

Following preliminary discoveries by the national administrations In
Beligium, France and the Netherlands from September 1990 onwards, several
fraud networks were detected in 1991, Administrative and legal
inquiries are still under way in a number of Member States, with the
Commission 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 counterfelt 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 |ivestock.

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

Besides the effects which fraud on this scale had on the operation of

the markets, the financial loss to the Community, so far as Is known at
present, can be estimated at ECU 17 miliion.

Chapter 2 - EAGGF Guarantee Section expenditure

1. The Commission’'s powers

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

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

- It may carry out on-the-spot inspections and may request the natlonal
authorities to conduct checks;

- within the framework of the procedure for the clearance of accounts |t
has to verify that expenditure has iIn fact been incurred and that the
rules have been compiied with.

1 Counci! Regulation (EEC) No 729/70 of 21.4.1970 on the financing of
the common agricultural policy: 0J L 04, 24.4.1970, p. 13.
Council Regulation (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 fieid 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: OJ L 186, 16.8.1972.



The Commission must be kept duly lnformch not only under Regulation (EEC)
No 729/70 but also under Articles 3, 4 aﬁd S of Regulation (EEC) No 598/91,
which repealed Regulation (EEC) No 283/7&. This new Regulation, which came
into force in March 1991, incorporates tbe lessons learned by experience
with a view to more effective prevention of fraud and Irregularities. The
Member States are to contlnuo'to send tﬁn Commission a quarterly report
specifying any cases of irregularity which have been the subject of primary
administrative or judicial findings of flact and are to inform the
Commission of the procedures instituted :in respect of such irregularities,

but henceforth they must also provide mare detalled information, e.g.

giving the date on which the Irregullrlﬁy was discovered and, where

appropriate, identifying the natural an¢ legal persons involved.

They must

also notify the Commission of any slgnlﬁlcant changes in these procedures

within two months (instead of one month). The minimum sum involved in the
Irregularity must be ECU 4 000 (instead iof ECU 1 000).!
number of irregularities notified by each Member State and the

corresponding impact on EAGGF finances Were as follows:

in 1881, the

Member
State

oK

EL

1L

UK

TOTAL

Number
of cases

24

24

14

G4

10

93

18

131

574

Amounts
involived
(ECU

million)

3,23

017

5,56

41,77

3,88

0,18

87,24

Amounts
recovered
(ECU
miliion)

0,02

0,22

1,12

0,29

2,27

0,81

0,07

1,47

8,74

1

&

See Chapter 1, section 4.1.1 of Title 11.
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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 thit
limit. As regards the total amount involved, the 355 cases in 1990
represented a total of ECU 137,09 miliion, whereas the 378 cases in 1991
represented only ECU 67.18 mililon.

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 comparison 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 miilion and beef/veal - ECU 28,9 million), the
resuit 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 in fact a reduction in the overall total of cases and an increase
in the number of cases invoiving over ECU 4 000, but at the same time there
was an appreciable drop in the amounts involved. It is not yet possible
to draw any real conclusions from the statistics.
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The Commission has two legal bases for on-the-spot inspections and for
requesting additional checks:

Article 9(2) of Regulation (EEC) No 720/70, under which the Commission
carries out the inspections which it considers appropriate, calling on
the assistance of national officials |f need be;

- Article 6 of Regulation (EEC) No $95/91, under which the Commission, if
it considers that Irregularities have been committed in one or more
Member States, may request the Member State(s) concerned to hoid an
inquiry In which Commission officlals may take part. This Regulation,
as distinct from Regulation (EEC) No 283/72, requires Member States to
hold such Inquiries "at the eariiest opportunity"” and to communicate the
Inquiry findings to the Commission “as soon as possiblie” and |t defines
the powers conferred on Commission officlals In greater detall.?

As stipulated In Articie 8(a) of Regulation (EEC) No 1723/72, the
Commission’'s clearance-of-accounts decision 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 expenditure which has
not been incurred In accordance with the Community rules.

1

See Chapter 1, section 4.1.1 of Title |1.



2. Further action in cases involving the EAGGF Guarantee Section

2.1 Furhter action In old cases

In 1981 the following developments occurred In inquiries commenced in
eariier years:

Frult and vegetables

. Cltrus fruit

The appropriate conclusions were drawn from the 1989 inquiry into the
citrus fruit sector; the clearance of the 1989 accounts wiil Include
financial corrections Iin respect of national ald to processors and
non—compl iance with quality standards on the itailan market.

Following the abovementioned inquiry, In the course of which the controls
on withdrawals of mandarins were found to be Inadequate, a number of checks
were carried out in Italy on the controls applied 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, caulifiowers), withdrawals of which were on a very small scale
and had occurred at several locations and at various different times.

Observations concerning the shortcomings of the quality control appllied 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 reveaied a number of shortcomings In the way the
Greek authorities applied the Community rules. When the 1989 accounts are
cleared, the financial consequences will be decided In respect of the
storage aid and financial compensation granted for this product.
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Cereais

. Durum wheat : Inward processing arrangements and export refunds

(1) There have been some new developments In the Inquiry which began in
1989 Into inward processing and export refunds In Italy. The natlional
authorities, assisted by the Commission, ‘have carried out several
inspections, the concliusions of which are expected In 1962. [t should be
ment ioned 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 sdopted
Regulation (EEC) No 3307/912 tao provide a new tariff classification for
groats and meal obtained from common or durum wheat and Regulation (EEC)
No 2840/913 to adjust the quantities of wheat qualifying for export
refunds on meal and to simpiify the ruies for assessing the ash content.

. Production aid for durum wheat

Applications for this ild. which |s based on the area cultivated, have been
received in respect of non-cultivated areas.

The inspections carried 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 ald applications.

1 Commission Reguiation (EEC) No 704/91 of 27 February 1991 (0J L 77,
23.3.1991) and Commission Regulation (EEC) No 2228/91 of 26 June 1991
(0J L 210, 31.7.1981).

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

3 Commission Regulation (EEC) No 2849/91 of 27 September 1991 amending
Regulation No 162/87/EEC on the method of fixing the expert 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.

. Quallity of cereals (durum wheat and common wheat) in intervention
storage

The Commission carried out inspections in Italy and Germany to assess the
quality of the cereals held in intervention storage. Some sampies were
taken and analysed at various laboratories. The results are now being
processed by Commission staff, who will 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 Madeira and
Portugal.

Olive oll

. Quality of olive oll held Iin intervention storage

In 1989 an inquiry was held Into the quality of the olive oil held In
Community intervention storage In Spain. Analyses carrled out by two
Community laboratories reveaied that the quality of some ol! was not the

same as that declared when the oil 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)
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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, before the
Commission can take the appropriate decision.

. Publlic storage of beef

The inspections concentrated on the quality of the meat in storage. Visits
were made to cold stores and slaughterhquses in Ireiand, Germeny, Iitaly and
the United Kingdom In the course of 1995 and 1991, with a view to verifying
(with the assistance of a veterinary expert) whether the meat In

intervention storage was of the quality:specified and whether It met the
requirements lald down.

Bllatoril discussions are stii! being h@ld with the Member States
concerned,

. EW.. premium

Following the inguiries In Spain and Grpece In 1989, further Investigations
were made In the United Kingdom and Portugal In 1990. These Investigations

have revealed shortcomings in the natiohal control arrangements and in some
cases the lack of any controls.

in the case of Spain, Greece and the Uﬁltod Kingdom the financial
consequences will be drawn when the 19!b accounts are cleared.. In the case
of Portugal some further chocko will bj made .

. Withdrawal of pigmeat from the markat following the outbreak of swine
fever In Belglum

The Commission has carried out a number of inspections at slaughterhouses,
cold stores and cutting plants, In order to check on the quantity and
qual ity of the products concerned and tfo verify their origins.
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The findings are now the subject of bilateral discussions between the
Commission and Belgium.

. Exports of beef and veal!

Three Investigations have been carried out to ascertain whether the
products concerned were actually released for consumption In the non-member
country specified In the appllcation 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
confirmed the existence of any Irregularities.

Mauritius

The investigation revealed that export refunds had been wrongly paid. The

Commission is monitoring the recovery procedures Initiated by the
Member States concerned.

Zlmbabwe and Zaire

The Commission is monitoring the recovery procedures initiated by the
Member States concerned.

Milk products
. Intervention purchases of butter (N1Z0)

Until 1 July 1987, Regulation (EEC) No 985/688 required that butter for
intervention should be made from sour cream. In the Nether lands much of
the butter bought in between 1980 and 1 July 1987 was ineligible because a
process whereby butter was manufactured from sweet cream was widely used In
that country. However, since It is legally Impossiblie for the EAGGF to
reverse the clearance~of-accounts decisions taken by the Commission before

the inquiry was held, financial corrections can only be made in respect of
1987.
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investigations In France reveatled that én 1984 the French autharities set
up a contro! system (sampling and analydis of cream) to ensure that butter
for intervention is made from sour cream.

H

Tobacco

: ?
As a direct result of the conclusions réached by a group of experts and the
outcome of the Inquiries conducted,! the Commission took the Imitiative of
drawing up a number of proposals for Co@ncll rogulatlam:2

~ concerning Inter-branch organizations and agreements in the tobacco
sector;

- on the common organization of the matket in raw tobacco;
- fixing the premiums for leaf tobaecogby group of varieties and
allocating processing quotas by grou§ of varietles and by Member State.

The need for a better appraisal of the rlsks of fraud has received special
attention. In this connection It Is planned:

(1) to group the varieties of tobacco together In more eamily
identiflable families, with a single rate of premium p.r‘famlly.
and thus put an end to situatiohs where there are too many
varleties which are difficult tb Identify once harvestsd and which

could give rise to fraud, In view of the different rates of premium
for each variety;

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

2.2 New cases

Several new investigations were conducted In 1991, namely:

1 Including the inguiry En Italy ip 1990 Into the payment of premiums
for the Badischer Geudertheimer hybrid varlety.
2 0J C 295. 14.11.1991,
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. Exports of tobacco

The Commission received information to the effect that Greek tobacco of the
Tzebelia and Mavra varieties was being exported to Bulgaria in breach of
the rules: in particular, the tobacco was being exported In leaf form
Instead of being processed as required by the legisiation.

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
8o far failed to uncover any irregularity,

Nuts

in view of the very strong demand from Spanish nut-growers to qualify for
the specific measures introduced by Regulation (EEC) No 789/89,!
investigations were carried out In Spain to verify operations In that
sector and to ensure that they were in accordance with the Community rules.
On-the-spot inspections failed to reveal any irregularity. 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 CAte d’'Ivoire

An on-the-spot inquiry was held to ascertain 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 contalined an excessive
percentage of fat (over 50X), which ought to have ruled out the granting of
any refund.

1 Council Regulation (EEC) No 789/89 of 20 March 1989 Instituting
specific measures for nuts and locust beans and amending
Reguiation (EEC) No 1035/72 (0J L 85, 30.3.1989).
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The inquiry iIs stiil In progress. whatever the outcome, all Member States
have been asked to apply substantially t(ghter controls to meat exports.

. Export of beef to Yugosliavia and Lebamon

investigations were made In Lebanon and Yugosiavia Into EEC exports
declared as Intended for Lebanon and theiUnited 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 it had been
released for consumption, aithough it ha§ qualified for the higher rate of
refund granted on exports to the Emirates.

The Member States concerned have initiatad proceedings for the recovery of
the sums wrongly pald.

. Otive oil

An analysis of the statistics covering Entra-Community trade In olive oill
and other information obtained by the CQmmloalon revealied significant

discrepancies between the quantities deqlared as exported from Greece and
the quantities recorded as Imported intq Italy.

The preliminary resuits of the Investigations made In Greece and Italy
revealed certain anomalies. With a vloﬁ to clarifying the situation and
drawing the appropriate conclusions, inquiries will continue In 1992.

. Milk powder

An inquiry is currentiy being held into the circumstances In which

Community miik powder was exported to non-member countries In 1988, having
quelifled for export refunds. i
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Similarly, an inquiry is being held into the processing operations using a
milk-powder product which Is imported Into the Community in liquid form and

quailifies for Community ald when It is used for the manufacture of anima!
feedingstuffs.

Chanter 3 - Structural Fupds

The structural policles have entailed a considerable financial outlay,
which has lh turn necessitated a tightening of the control arrangements.
Counci| Regulation (EEC) No 4253/88,1 for example, was Intended to
coordinate the aallstanéo from the various structural Funds, whilst placing

on the Member States the obligation to prevent and prosecute irregularities
and to Inform the Commission accordingly.

In 1890 a code of conduct? proposed by the Commission was iIntroduced to
provide detailed rules for the implementation of Article 23(1) of
Regulation (EEC) No 4253/88. This code requires Member States, on the one
hand, to communicate to the Commission, any national provisions adopted
with a view to preventing and taking action against irregularities and to
identify the departments responsible for implement ing these provisions and,

on the other hand, to report all Irregularities invelving over ECU 4 000,
at four-monthly intervals.

This code was declared null and vold on 13 November 1991,3 however, the
Court of Justice having accepted the application for annuiment lodged by

France (with Belgian support) on the basis of Article 173 of the
EEC Treaty.

1 Council 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 operations of the European Investment
Bank and other existing financial instruments (0J L 374, 31.12.1988).

2 0J € 200, 9.8.1990.

3 Judgment of the CJEC of 13 November In Case 303/90 France V
commiggion.



The arguments adduced by France Included|the contenticn that thg matter wes
outside the compstence of the Qo-lnlzen ite vielatlon af the Qommunity
ruies and misuse of proeoduroo, Having ¢oneluded that the code -canetituted
an act intended to produce logil effectsidistinct from these of ‘Articie 23
of Reguiation (EEC) No 4253/88, the couq feund the application;admissible
and acknowledged that the code:had been heopted by an authority:which had
not been invested with the powsrs to 6o §o. The Commisalon wili have to
draw the appropriate conciusions from thjs ruling, since the ariangements
for notifications from the In*r States{call for the introduction of
binding provisions (proposal for a reguifition). It shouid be peinted, out,
however, that the annuiment of the code bf conduct does not fres the

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

i
H
i

i
Member States’ communications covering t!u period from 1 November 1890 to

31 December 19917 may be broken down as Wol lows:

STRUCTURAL] FUNDS
ESF EAGGF ERDF TOTAL
MEMBER| CASES AMOUNT | CASES CASES AMOUNT | CABES AMOUNT
STATE IN BCU . INE N ECU . IN ECU
BE 0 ol o Tol o of o 0
DA 0 of 1 11 412| o0 of 1 1182
DE 0 of o iof o of o 0
EL 2 70 1a3| 7 47 §59} O of ® 126 ee3|
ES 1 14 384| 6 78 0 of & &9 o7e
FR 1 300 934 1 233 138| 1 267 478| 3 871 180
IR 0 of § 44 0 0| & 44 448
IT o o] o o] o 0 0
Lu 0 o] o, iol o 0 0
N 0 ol 12 119 430 0 12 119 438
PO 0 of o ‘ol o 0 0
UK 0 o] 2 128 ,ez 3 90 831| & 222 493
TOTAL| 4 488 411 33 6s7 §80| 4 304 308] 41 1488 700

i

'1 This period covers all éomnlcat ons received under Regulation (EEC)
No 4253/88 since It came! into forcp.
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At the meeting of the Community Committee for the Coordination of Fraud

Prevention on 23 October 1991 constructive discussions were held with the
Member States. Attention was drawn to the predominance of communications
relating to the EAGGF Guidance Section (the national departments concerned
are more aware of the requirements in this area, which have been In force

for some time), the smal! amounts usually involved and the disparities from
one Member State to another.

The communications in question may be broken down as follows:!

1.1 EAGGF Guldance §oetlon

Since 1 November 1980, seven Member States have informed the Commission of
a total of 29 cases Involving ECU 657 980 in all.

Spain has aiso notified four additional cases of irregularity but the sums
Involved have not yet been specified.

The irreguiarities involving the largest sums occur mainly in the wine
sector and in connection with Counci! Regulation (EEC) No 355/77 of

15 February 1977 on common measures to improve the condltions under which
agricultural products are processed and marketed.?2

1.2 European Regional Development Fund
In 1991 only one Member State notified a case of fraud to the Commission.

The sum involved was ECU 21 452. In three cases notifled before 1901,
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.
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No cases of fraud were detected In the gourse of the checks carried out by
the Commission during the year. Vlsltsgto the Member States enabled
Commission staff to gain a better undcrttandlng of the national
arrangements for ensuring the proper operation of the EROF.

1.3 Eurcopean Social Fund -

Three Member States notified the c°nmlsilon of four cases (onhe in 1980 and
three In 1991) where the tota! sums to be recovered amounted to
ECU 463 411, of which ECU 14 354 has already been recovered.

As regards the cases notifled by Portugai under the abovement ioned
legisiation, the present situation may be summarized as follows:

- up to the end of 1891, a total of 338 cases relating to the period
1986-890 had been notified by Portugsal under Article 7 of
Decision 83/673/EEC. The 'suspected irregularities involved payments of
ECU 121.1 mililon (136 cases Involving an Initial advance snd balance of
ECU 57 milllon have been closed; 192 cases Involving an inktial advance
of ECU 64.1 million have mrot yet onn closed). The Commission decided
to Initlate civil action In 27 criminal procoodlnqa'lnvovang a total of
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 aimost ECU 750 000 In all;

- In 238 cases also covering the peripd 1986-80 the Por tuguese authorities
submitted requests for ths payment ?f the balance (ECU 16 milllion),
subject to checks In the form of the appropriate inspections and audits.
in doing 8o the Portuguesse authorities were anxious to provide max imum
guarantees without conceding that iny irregularities were suspected.
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TITLE 1. WORK PROGRAMME

It should be pointed out to begin with that this Title concerns the
Commission’s work programme on combating fraud as set out In Annex 4 and
makes a variety of comments on some of the 45 polints classified under the
headings of prevention, cooperation and counteraction. There has been
substantial progress In carrying out this programme, the scope and content
of which will be slightly revised in 1992.

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

In 1890 the Commission set up an internal procedure covering agriculture
and fisheries, the objJect of which was to introduce preventive control
based on the principle of functional separation between the department
managing a resource and the department responsible for financial control,
in order to ensure that the susceptibility to fraud of proposed regulations
is assessed.

Thanks to the appllication 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,
Guarantee Section, has proceeded satisfactor!ly.!

Furthermore, under Article 3 of the Financial R:)egulatlon,2 which
stipulates that "“any proposal or communication submitted by the Commission
to the Council which may have budgetary consequences ... must include a
financial statement", a financial statement has been drawn up containing In

-t

SEC(90)1381, 12 July 1990.

2 Counci! Regulation (ECSC, EEC, Euratom) No 610/90 of 13 March 1990
amending the Financial Regulation of 21 December 1977 applicable to
the general budget of the European Communities: 0J L 70, 16.3.90.
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its first section, on the financial implications, an item 8 entitied:

“What antl-(raud measures are planned in the proposal for the operattion?*

The inclusion of this item should promote an awareness of potential hazards
and encourage departments to take appropriate counter-measures.

The financial statement (s designed to be applied at two stages:
- as part of the process of drawing up the annual budget;

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

Certain difficulties have cropped up in the application of this procedure
and the degree of application varies from one fleld to another. Thought
must be given to ways of achieving more positive resuits.

2. Simpiification of agricultural legisiation (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 easler to understand and thereby minimizing a major
contributory factor to fraud.

In the course of 1991 the working party's eariler 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 aid for butter and concentrated butter for use in the
manufacture of pastry products, ice-cream and other foodstuffs and amending
Reguiation (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 OJ L 112, 4.5.1991.
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the formulas relating to the classification of final products 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 shouid be allowed to establish a system of quallity
control measures.

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

The suggestions concerning refunds on the uss of starch Involve:

waiving the obligation on an operator to state in his certificate
application the eligible product which he proposes to manufacturse,
except where the starch Is converted into esterified starch;
establishing an optional approval procedure for internal control systems
set up by starch users;

concomitant simplification 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 exiating systom. involving the definition of an
eligible sheep, the methods of monltoring 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 previougly agreed conditions.

As regards the agricultural product nomencliature for export refunds
(Commission Regulation (EEC) No 3795/91 of 18.12.1991 amending the Annex to
Regulation (EEC) No 3848/87)1 the petfood sector was chosen for a proposal
for simplification which could be extended to the other sectors. Out of a
threefold concern to establish effective control of declarations, simplify
the work of operators and ascertain the economic impact of the rates of
refund granted on each product, it 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 TS5 control copy. In addition to the suggestion that
the existing TS should be replaced by an EECS document which would
circulate only between the body responmible 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 ¢onsidered.

1 OJ L 388, 30.12.1991.
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in paratle! with the work of the Lachaux working party, the Coomission is
directiy involved In efforts to simplify agricultural legisiation. As part
of the reform of the CAP, the Councll| is being presented with a whole range
of full or partial revisions of regulations (particulariy as regards
cereals, beef and veal, milk and milk products); If 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 1881 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.

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 arlsing that
there shouid be a major reduction In the number of headlngs. Some

Member States have been putting technical and commercial necessity forward
as an argument for a detalled nomenclature. At aill events the Commission,
which is aware of the need to simplify and clarify the nomenciature, 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 because they are (ittle used
or are of no interest to the market;
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- levelling out refunds for sim!liar préducts with proposals for higher
standards (for olls and fats);

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

4. Controls
4.1. Tightening of controls (points 10 and 3§)

4.1.1, Reguiations Introduced Iin 1991: there has been a strengthening
of the rules on two levels:

— as regards resources: Council Regulation (EEC) No 3077911 and
Commission Regulation (EEC) No 967/91;2

- as regards exchanges of information: Council Reguiation (EEC)
No 595/91.3

The object of Reguiation (EEC) No 307/91 is to reinforce the menitoring 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 50X for the first three years
and 25% for the fourth and fifth years, up to a celling of ECU 20 militlon
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 ths Treaty, and ECU 10 million under

Article 2, In connection with measures appliicable to certain sectors or
products.

1 Council! Regulation (EEC) No 307/91 of 4.2.1991 on reinforcing the
monitoring of certain expenditure chargeable to the Guarantee Section
of the EAGGF: 0J L 37, 9.2.1991.

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

No 307/91: OJ L 100, 20.4.1991.

3 Councl| Regulation (EEC) No 595/91 of 4.3.1991 concerning
irregularities and the recovery of sums wrongly pald in connection
with the financing of the common agricultural policy and the
organization of an iInformation syatem in this fileld and repealing
Regulation (EEC) No 283/72: OJ L €7, 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
surveiilance firms and laboratories. By taking this actlon the Community
demonstrates its awareness of the financial burdens and additional
constraints imposed on Member States.

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

The objectives of Regullilon (EEC) No §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 agriculturai
policy;
(2) about national administrative and judicial procedures In this area
at all stages from Initiation to conclusion covering, in addition to the
sanctions Imposed, any major changes which took place during the
procedures and, in particular, the amounts recovered;

- to encourage the most effective possible detection of irreguiarities 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 20X 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 directly 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.



—48-

The Reguiation also lays down or specifies the following:

the minimum threshold above which casps of irregularities must
automatically be notified is raised from ECU 1 000 to ECU 4 000, while
the Conmission reserves the right to obtain information concerning cases
where smaller sums are involved;

it specifies the arrangements for participation by Commission officials

in national Iinquiries, subject to the national rules governing criminal
procedure.

4.1.2. Application of the Regulation on scrutiny after payment

Counci| Regutation (EEC) No 4045/89 concerning scrutiny after paynent‘ 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 §.16 million was
earmarked In the 1991 budget on the basis of Articlies 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 burpo:e;
programmes for scrutinies, as laid down in Article 10, for the periods
running from 1 July 1990 to 30 June 1981 and from 1 July 1991 to

30 June 1992. In respect of the first period, particuiar stress was
placed on differences In the way Information was presented and in the

Council Regulation (EEC) No 404§/89 of 21.12.1980 on scrutiny Dby
Member States of transactions 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 Its impliementing Regulation, Commission
Regulation (EEC) No 1863/90 of 29.8.1990: 0J L 170, 3.7.1990.



—49-

amount of information supplied; to rectify this, presentation sheets

As regards the second period, the following table
sets out the Member States’ plans for post-payment scrutinies:

have been drawn up.

Firms to be scrutinized

Number Category
planned
to be >ECU 200 000 >ECU 10 000 and| <ECU 10 000
scrutinized <ECU 200 000
B 241 168 73 -
D 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 -
i 1466 1184 282 -
L 4 3 1 -
NL 298 192 106 -
P 45 35 10 -
114 638 440 196 2
Total 61561 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 scrutinies the Member States made plans for checking

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

4.2. Physical checks and audits of export transactions (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 recelving
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 varliable refund. The following
points shouid be noted In connection with Iimplementation of the

abovement ioned Regulations.

Pursuant to Article 7(2) of Regulation (EEC) No 3868/90, 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 reguisite information. Note that,
whereas Article 2 of Regulation (EEC): No 386/90 specifies 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 5X of export declarations (see Articie 3(1)(b)) has not yet had to be
applied. This reservation aside, it appears that the Member States,
generally speaking, would prefer a syitem which was not rigid (taking

account of an analysis of risks at national level and not imposing a
fixed rate for all sectors).

Discussion is at present under way in the reievant Commission
departments concerning Regulation (EEC) No 3665/871 and more

particularly Article 182 (proof of campliance with customs formalities
on release for home use).

Commission Regulation (EEC) No 3B65/87 of 27.11.1987 laying down
common detailed rules for the application of the system of export
refunds on agricultural products: QJ L 351, 14.12.1987, as amended by,

inter alla, Commission Regulation (EEC) No 354/90 of 9.2.1980:
OJ L 38, 10.2.1990.

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

4.3.1. Community control bodies: Pursuant to Council| 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 Iin the wine sector.

Eight staff have so far been recrulted. 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 Coomunity rules;

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

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

4.3.2. Agencies: Set up under Reguiations (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 0J 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
detalled rules for the application of Regulation (EEC) No 2262/84:
OJ L 4, 5.1.1985.

4 In 1985 these were: Greece (OEEE) and !italy (AGECONTROL). In 1987:
Portugal (ACACSA) and Spain (AAO).
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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 mills ,
3 proposais for sanctions to be taken against producer organizations, more
than 8 800 proposals with financlal repercussions for olive-growers
(inspection of 33! of the ol ive—growers ), and 15 proposals that approval
be withdrawn from packaging firms (2X of existing firms).

in Greece, since it started oparating, the agency has Inspected 15 X of the
milis and made a total of 197 proposals that approval be withdrawn from

mills and proposals fbr sanctions against 6 producer organizations and a
ﬁunbor of assoclated ollive-growers.

In Portugal, since it started operating, the agency has altogether carried
out on-the-spot inspections on 1 200 ol ive-growers, organized or otherwise,
out of a total of 44 200, and detected Inaccuracies In the declarations of
the number of oiive trees in production and sent Its inspection reports,
concerning nearly 600 ol ive—growers, to the INGA, which wiil have to make
the requisite adjustments when paying production aid.

In Spain, the agency detected Irregularities involving nearly

280 ol lve-growers of the 1 600 which it has inspected since it started
operating.

1 Counci| Regulation (EEC) No 200/90 of 27 January 1880: 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 oi! 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 Councit.!?

According to this proposal:

80X of agencies’ actual expenditure would be chargeable to the general!
budget of the European Communities.

Agencies would be responsible for carrying out checks on ail 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 woulid 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 agenciles’

findings; these communications would not affect the application of
Regulation (EEC) No 595/91.2

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 inciuded a presentation of remote sensing as a suitable instrument
for Iimproving checks.

Reguiations (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

WA =

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

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

Council Regulation (EEC) No 1703781 of 13 June 1991 Iintroducing 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:
OJ L 162, 26.6.1991. See also Commission Reguiation (EEC) No 2069/91
of 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 Jqlntly set up a system of checking
individual 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 involves 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 samplie ground
plotting, 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 individuaily and then complete farmhoidings are classified
into three categories: accepted, rejected or doubtful. In the latter
two cases, the surveyors‘' judgement mgst be confirmed on the spot by the

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

B8y adopting this method, inspections can be concentrated on obviousiy
sensitive cases. In 1991 nearly 2 600 farms (3.6%X of the total number)
and 15 000 parcels were inspected; tetal outgoings were approximately
ECU 778 000. Results are still incomplete, but they show that at least
two thirds of cases need not be subjected to on-the-spot checks, as

photointerpretation shows, with only ¥X probabliiity of error, that they
are eligible.

4.3.4. Integrated management and controd 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

l1 OJ L 356 24.12.1991



arrangements, designed to cover both animal and crop products, shouid be
given all appropriate attention in 1992.

4.3.5. Audits: The Commission is quite prepared to use the services of

companies speciaiizing in Inspection and survel!lance or, where
appropriate, auditing.

Research contracts concliuded under the Community framework programme for
research and technological development are financially audited by outside
agencies 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 (undertakings, universities, government
departments, research institutes, etc.), the number of research contracts
in which they are involved, the amount of Community financing they receive
through the contracts concerned and their geographical location. Audits
focus on checking the costs chargeable to the Commission and on compliance
by the contractors’ accounting system with the contractual stipulations,
and audit reports are drawn up.

Copies of these reports are sent to contractors by the Conmission with Its
comments. The effect of these may be to make a financlal adjustment to the

eligible costs involving an adjustment to subseaquent payments or the
recovery of sums already paid.

With respect to inspections carried out as part of programmes administered
by the relevant Commission departments, the total 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
than 1 000 contracts were checked.



-56-

While the financial repercussions of these audits is difficult to measure,
they do have a very marked psychologicalt Impact on contractors, who are
linked together In many different ways;
deterrent effect.

this Itseift heightens the

8. Customs code (point 3)

The Community is planning to adopt a customs code covering all customs
legislation. The Commission had already submitted a proposal to that

effect! which was given preliminary congsideration by the Council In the
course of 1980.

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; the Committee on

External Economic Relations; and the Committee on Legal! Affairs and

Citizens’ Rights).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 1981.5 This incorporated the
amendments, which were fully In Iine with its objectives.6

0J C 128, 23.5.1990.

0J C 72, 18.3.19981.

*Whereas, when adopting implementing measures under the code, the

commission and the Customs Code Committee must, wherever possible,

strive to prevent alil fraud and irregularities likely 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 Iigplementing provisions defined In
Article 255, In order to avoid aamy unfair financla! advantage being
obtained by deferment of the date on which the customs debt I8

~ incurred.”
. . .4.1991.

"'%oﬁd::nt“m 23 was incorporated Into Article 211 by adding a
prragranh 3, by means of a formal amendment .

W N -
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The Councili 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. Besides the second reading of the proposed
articles, separate consideration is being given to the principal materlal
problems still pending (economic and financial questions as to the field of
application of the code raised by the delegations and questions of civil
and administrative 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 wiil 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 basic Councli! rules on Community transit are concerned
and witl shortly be attained as far as Implementing rules are concerned.
There seem to have been no major difficuities in implementing the rules
introduced in 1990.1 It should be pointed out in this connection that
Council| Regulation (EEC) No 2728/90 will be suppiemented in the near future
by an implementing Commission Regulation.2 Administrative agreements have
also been concluded; these have made it easier to Impiement Regulation
(EEC) No 474/90 amending, with a view to abolishing lodgement of the
transit advice note on crossing an internat frontier of the Community,
Regulation (EEC) No 222/77 on Community transit, as well as Regulations
(EEC) No 1429/90 and No 2920/80 amending Regulation (EEC) No 1082/87 on
provisions for the Implementation of the Community transit procedure and
for certain simplifications 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 Regulation (EEC) No 2728/90.

3 Council Regulation (EEC) No 474/90 of 22 February 1990: 0J L 51,
27.2.1990; Commission Regulation (EEC) No 1429/90 of 29 May 1990:

OJ L 137, 30.5.1990; Commission Regulation (EEC) No 2920/90 of
10 October 1990: OJ L 279, 11.10.1990.
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On a more general note, 1991 also saw the adoption by the Council! and the
Commission of several Regulations and one Directive,! the main aim of
which was to simplify and rationalize frontler checks (Council Directive
(91/342/EEC)) or eliminate them (Counci! Regulation (EEC) No 719/91;
Council Regulation (EEC) No 3648/91). For that purpase, there Is scope for
a redepioyment of the national resources intended for combating fraud,
foliowing the disappearance of purely administrative constraints, to give
way to more significant measures.

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

The purpose of this data base is to centrallze 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, netification
of cases of fraud and recovery, compounding and Community and national
sanctions (administrative and criminal procedure). The areas covered are
own resources, the EAGGF Guarantee Section, the structural Funds and the
common policy on fisheries and the sea.

1 in oJ L 78, 26.3.1991: Council Regutations (EEC), atl of
21 March 1991, No 717/91 concerning the Single Administrative
Document, No 718/91 amending Regulation (EEC) No 3/84 introducing
arrangements for the movement within the Community of goods 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 1981 providing for the Implementation of Council| Regulation
(EEC) No 719/91: OJ L 148, 13.6.1991. Council Directive (91/342/EEC)
of 20 June 1991 amending Directive 83/643/EEC on the facilitation of
physical Inspections and administrative formalities in respect of the
carriage of goods between Member States: OJ L 187, 20.6.1991. Council
Regulation (EEC) No 364B/91 of 11 December 199t laying down the
methods of using form 302 and repealing Regulation (EEC) No 3690/86
and Regulation (EEC) No 4283/88: OJ 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
available In the Commission was drawn up and work started on compiling
data. A contract for this purpose was concliuded with the European
University Institute In Florence on 29 May 1991.

According to the provisional timetable, the compliing of data should be

completed by the middie 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 anti-fraud documentation or DAF system, Is
being developed at the Joint Research Centre Iin 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 interested Commission departments. The design of
the final system should be complete by the middie of 1993.

Chanter 2 - Cooperation
1. Dialogue

Community integration cannot be achieved without dialogue and fraud against
the Community budget cannot be fought successfully without administrative
cooperation. Fraud Iis such a compliex phenomenon, affecting both the
Community and individual Member States, that dialogue is essential If it is
ever to be fully understoood.




The Commission tries to encourage dialague by acting transparently,
especially at specialist and multipartite meetings.! Certain action, such
as the organization of seminars, refledts this emphasis on disgiogue - a
dialogue which, whether it occurs betwaen national authorities or involves
the Commission as weli, is facilitated by a number of provisians in the
legisiation. At the same time, investigations and missions to uncover
lrfmltrltln increasingly involve Mesber States’' own internal structures.

The impact of this dialogue Is also felit at the financial level since the
Community ‘s budgetary contribution to national control structures is far
from insignificant; this year, for example, the Community prcvldod funding
in various forms under Counci| Regulatlons (EEC) Nos 307/91, 886/91 and
4045/89.2 |n addition to these horizonta! agricultural regulstions, there

are several vertical texts In which tha extent of the Community ‘s budgetary
support Is clearly apparent.3 :

2. Training (points 31, 32, 33)

it ls important that national officlalg helping to protect the comminity’s
financial Interests are fully aware of iwhat is at stake for the Community.
The Commission has therefore taken a ldnq-tom view and has put
considerable effort into training by onganizing seminars and setting up

1 EAGGF Committee, the wotfking party set up under Regulatien (EEC)
No 4048/89, EAGGF Work!l Party on irregularities and Mutual
Assistance, Customs Working Partyion Administrative Cooperation
(Regulation (EEC) No 1448/81), Advisory Committee on Own:Resources
(ACOR), Community Commiitee for the Coordination of Fraud Prevention

(COCOLAF) . !
2 See Chapter 1 Section 4.1 of this.Title. A ,
3  See for exampie the pr | for § Council Reguiation (EEC) amending

Councii Regutlation (EEC) No 2262/84 laying down special measures In
respect of olive oil (Articie 1(§), COM(91)269 final, 26.7.1991;
0J C 208, 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 in
Lisbon In March and another in Madrid In December).

These seminars were for national civil servants with fraud prevent ion
responsibilities, the eventua! aim being to cover all the Member
States.

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

. Seminar on the implementation 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 awaiting coliection).

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

1 See above.




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 |ivestock.

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

(1) controis of direct alds In the |ivestock sector;
(2) controls of aids per hectare.

Seminar on risk anaiysis (Brusseis, 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 possibie uses.

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

Internal Commission 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
assoclations of European lawyers. The number of associations Increased
from four (italy, Netherlands, 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 hoid a series of seminars
(In Cambridge, Florence and Rotterdam) focusing on mutual assistance In
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legal matters, the comparative analysis of nationait investigative and
prosecutorial systems, the roie of the Comminity’'s various institutions and
their powers to impose penalties. A number of other training seminars and
courses were also held (Madrid, Parma, Bruges, London and Tllburg).

2.2 Matthasus programme

The Commission has carried out various measures under the Matthaeus
programme - itself part of the wider framework of the Customs Union.

e in two new phases of the programme, 403 national 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 irregularities;

- cases of fraud presented by the Member States concerned.

A common training programme for new customs officials in the Member
States was adopted.

3. Developments In computerized techniques and communication networks
(points 28, 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.
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The deveiopment 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 Momber 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
the Netherlands, one In Portugal and two in the United Kingdom);

- some EFTA countries expressed interest in a |ink-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 teiex machines.

It was agreed, on the basis of a feasibility study, that the future
Customs Information System! should use existing SCENT technology as
the transmission vector. In practice, this wouid mean that those
SCENT terminals already in place wauld give access to the system where
compatible with the syatem distribution plan. Similarly, the 141
customs information terminals to be installied with Community financing
(ECU 1.2 milllon) in the build-up to the Iinternal market and the
creation of large trans-European natworks automatically give access to
SCENT. The strategy for installing Community-financed terminais in
customs offices Is based on the policy of strengthening the
effectiveness of controls at external frontiers on certain sensitive
products (drugs, arms, etc.).

1 See Chapter 1, Section 2.1 of Titie I,



These communications facilities will complement the legisiative
measures being taken within the framework of the Customs Union,
facilitate cooperation and heip achleve internal market objectives.

Substantial progress was made in 1991 on the IRENE (IRregularities,
ENquiries, Expiloitation) data base to improve 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 irregularities advised under Regulation (EEC)

No 595/91, the production of tables, and improving the monitoring of
recovery actlion. It is hoped that the data base will be fully
operational by mid-1992.

4, Ellmination of tax frontiers and administrative cooperation in the
fleid of Indirect taxation

On 24 June 1991, the Counci| 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 15X) and minimum excise duty rates, the main
purpose of the measures being to prevent trade distortions and the risk of
fraud.

On 18 November 19691, the Counci| adopted the Directive on the transitional
VAT rogluo‘ and reached political agreement on the proposal for a
Directive on general arrangements for products subject to excise duty,
which lays down rules on the collection of duty and the movement of
products.

1 Councitl Directive 91/680/EEC of 18 December 1991 suppliementing 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).



The Reguliation 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 lega! 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 controis are
contained In the directive on the transitional VAT arrangements. Those
relating to the storage and exchange of Information are contained In the
regulation on administrative cooperation. Computers will be used for the
storage and exchange of Iinformation. 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.

§. 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 needsd 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 partmers over and above what is laid down
In some of the agreements (EFTA, Lomé Convention, Generalized System of
Preferences, etc.), and these efforts were crowned with success in



- 87 -

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 parliaments. Another protocol was incliuded 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 (Council| Decision of

2 December 1981), an exchange of letters provided for a mutual assistance
agreement on customs matters.

Furthermore, assoclation agreements with some of the new democracles 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 ratiflied by national parllaments.

In addition to the standard provisions on assistance, aii 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 aiready 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
recipient countries where criteria for the term "reasonabie doubt" need to
be properly defined because national contro! systems vary so much.

In the fight against fraud, preventive legisiation by Itseif is not
enough - more coercive measures are needed too.



This moans imposing appropriate unctlon@ to ensure the Community’s
financlial interests are legally protoctoji - a subject that received close
attention from the Commission during the! year (points 8, 32, 30, 40, 44).

1. AMdministrative sanctions

The proposal for a Counci! Regulation on: the checks and penalties
appllicable under the common aqueultunléand f isher ies polleln? declares
that the Commission‘’s competence ls fwllaod on Articies 158 and 145 of the
Treaty and on Council Decision 87/373/!!@; of 13 July 1967 IlYlﬂé down the
procedures for the exercise of implementiing powers conferred on the
Commission,2 two Articles of which deal ;bmlflcally with penalties.
Penalties not onily have to be eonsldoroci in the light of the judgment In
Case 68/88,3 but they should aiso omalli'§ unfavourable financiat or
economic consequences for operators who inve received an unjustified
benefit or who have falled to fulfii an bbllgntlon imposed by legislation,
or who have refused to allow access or have put up any other kiad of
obstacie to the performance of the contrblo referred to In Artigle 3(3) of
the proposal.

Germany, howeaver, has instituted perm in the Court of Justice based
on Article 173 (Case C 240/90) to ucurq a declaration that the provisions
relating to penalties in Regulations (EEC) Nos 3007/84,4 and 3813/895

are void on the grounds that the Commissiion is not competent to Impose
penalties. '

1 COM(90) 126 final (0J C 137, 6.6.1990). Amended by COM(91) 378 final
(0J C 204, 13.11.1981).

2 0J L 197, 18.7.1987.
3 See Section 3 of this Chapter. :
4 Commission Regulation (EEC) No 3007/84 of 26 October 1984 laying down
detailled rules for the applicatioh of the premium for producers of
- ‘sheepmeat; O0J L 283, 27.10.1984, j.28.
s Counci! Regulation (EEC) No 3813/8¢ of 25 September 1989 on the common -

organization of the market in gheepmeat and goatmeat; O0OJ L 289,
7.10.1989, p.1. :
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The point of law invoived 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 natlional systems for criminal
and administrative penalties was continued. The first phase came to an
end with the completion 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 1892 with a view to establishing some general principles applicable to
the creation of an overall system of administrative penaities.

2. Pomalties under customs law

The findings of the study on penalties for infringements of Community
customs law were put Into 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

penaities 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 88/88

All Member States have now repllied 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 national iaw (principle

of analogous treatment) and ensure that the penaity i(s both effective,
proportionate and dissuasive.

From Member States’ reviews of their own legisiation 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 thelir

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

To supplement its information, the Commission has carried out inspections
on how fraud affecting the Community Is deait with by national courts. The
conclusions that have emerged will be of particular heip in drawing up
anti-fraud documentation.! The first Inspection reports were on Italy

and the United Kingdom; reports on Greeace and Denmark followed in 1891, 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 national systems wil! be the subject of a detailed
comparative study the Commission wili be undertaking at the Council'’s
request.! The study will focus on the concept of fraud, the nature of

the offence, territorial scope, penalties and responsibilities.

Finally, the Treaty on European Union now embodies the principle of
analogous treatment - one of the key points In the Court of Justice
Judgment in Case 68/88 - in Article 209a of Title I, Article 781 of
Titlie 11l and Article 183a of Title 1V,

The Commission welicomes the fact that both the Counci! of Ministers and

Par i iament have been especially 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 entireiy devoted to the subject. The resolution which was adopted
stressed the importance of stepping up the fight against fraud and
sSuggested several ways of doing this; for example, 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 Counci! on 13 November 1991,

concerning the protection of the Community’s financial Iinterests
(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 1891.

Finally, the Treaty on European Union, which emerged from the European
Councli! meeting in Masstricht (9-10 December 1991), not only refers to the
principle of analogous treatment highlighted by the Court of Justice,2 but
also mentions fraud in Articie K1 of Titie 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 PQLICY

After the substantial budgetary effort made in 1990, the budgetary
author ity seems to have decided on a palicy of continuity, this being

essential for dealing with such a sensitive area as the fight against
Community budget fraud.3

Appropriations in the 1991 budget were only siightly down on the previous

year (around ECU 72 milllon compared with ECU 74 miilion), 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 contained in the Theato Report for the Committee on
Budgetary Control on the legal protection of the European Community’s
financlial iInterests (A3 250/91) adopted on 24 October 1991; (European

Parliament, Minutes of the sitting of 24.10.1901, 0J C 30§,
25.11.19901).

2 See Chapter 3, Section 3 of this Title.
3 See Annexes 5 and 6 (analytical tables: measures financed wlith

appropriations from the 1991 budget and breakdown of anti-fraud
appropriations in the 1992 budget).
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where It was possible to strengthen operational services or national
structures (particularly the EAGGF - Guarantee Sectlion under.Regulations
(EEC) Nos 4045/89; 307/91 and 596/91). Staff exchanges between national

authorities (Matthaeus Programme) and the training policy (seminars) are
part of this framework too.

The remaining 8.8X of appropriations went on support expenditure of various

kinds, and were allocated to the various Commission departments responsible
for combating fraud. '

This expenditure mainly covers the cost of training for national officlals,
controls and Investigations, the Lachaux Group, audit fees, computer
facilities and anti-fraud databases, or sample analyses.

The utitization 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 probiems In adopting certain regulations. it should be
noted that, since the beginning of 1991, the Commission now carrles out a
detailed monthiy review of the status of appropriations so that departments
are fuily aware of what needs to be done to use up all the resources
allocated by the budgetary authority. In addition, Member States have
been encouraged to submit their requests for contributions as early as

possible. As a result, the percentage of appropriations committed rose
from 68X In 1990 to 96.8X In 1991.

The 1992 budget foliows much the same path as its predecessor, give or take
2 few adjustments and the creation of some new headings. The total for
anti-fraud appropriations is ECU 78.5 miilion.
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1991 was a year of continuity and new outlooks.

Continuity was the watchword In all the measures programmed and substantial

progress was made. The support the Commission increasingly gives to its
partners s further proof of this.

The machinery is now in place; Investigations and missions are being
carried out within the Member States and outside to heip identify the
nature of fraud, numerous measures are being undertaken in the flelds 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 against fraud. In addition to the internal
market, the European Economic Area, the challenges posed by Eastern Europe
and the reform of the CAP will all have a major impact. Besides
monitoring the programmes aiready under way, the Commission will be
focusing on the following areas in 1992:

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

. the introduction of a new regulatory 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
administrative cooperation in the area of indirect taxation;

. the legal protection of the Community‘'s financial! interests In the !ight
of the Parliament and Councl! resolutions;

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

In 19092, the Commission intends to ensure that budget resources are ciosely
wmonitored so the subject of fraud against the Community budget will
continue to receive all the attention necessary.

It is these achievements and plans that the Commission now presents to its
institutional partners.
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ANNEX 3
EAGGF + ESF + ERDF
Number of cases ECY
41 1 485 700

ES 89979
FR 3
FR 871150 EL 126482
DA}
DA llSlj
IR S
UxX §
UK 22249:

NL 119436
NL 12 IR 44448
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TOTAL

Part A

A-2554

A-3530

A—4530

A=-3531

A—4531

A-3532

A—4532

A=-354

A—454

A-355
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ANNEX 6

BUDGET [TEMS / THE FIGHT AGAINST FRAUD

Conferences, congresses and meetings in connectlon
with the octivities of the associotions of Europeon
lowyers for the protection of the financial
interests of the Community

Unit to coordinate aoction against fraud

Expenditure in support of the Unit to
coordinate action against fraud (A-3530)

Controls, studies, analyses in connection with
the fight against fraud

Expenditure in support of controls, studies,
analyses in connection with the fight
ogainst fraud (A-3531)

(New) Action to cembat fraud involving textiies
(TAFI)

(New) Expenditure in support of action
to combat fraud invelving textiles (TAFI)

Tax harmonization ond camputerized customs
network for fraud prevention

Expenditure in support of tax harmonization
ond computerized customs network for fraud
prevention (A-354)

(New) European documentation, coordination and
study network to control cross~border crime
and froud

1992 oppropriations

1
46 000|

154 000|
4

.
5 655 000|

3 117 000|
J

76 556 000

270 000

200 000

8 772 000

6 500 000

750 000



B81-360

B2-102

B2-111

B82-121

B82-131

B82-5110

B8-2510

85-3031

B88-5351
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Mecsures to cambat fraud affecting the European
Agricultural Guidance and Guarontee Fund,
Guarantee Section

Measures to combot fraud affecting the European
Agricultural Guidance ond Guarontee Fund,
Guidance Section - agriculture

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

Measures to combat fraud affecting the
European Regional Development Fund

Measures to combat fraud affecting the
Europeon Social Fund

Measures to control ond combat fraud

Expenditure in support of nsasures to control
aond combat fraoud

Community action programwme concerning
vocational training for customs officiols -
(Matthoeus programme) ond tox officials

Expenditure in support of Matthaeus programme
and programe for tax officials

1
38 000 000|

|
I

364 000|
J

A}
2 427 000|

273 000]
d

1 An oppropriation of ECU 15 miliion has been entered in Chopter BO—40.

21 000 000!

38 364 000

2 700 000
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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 : l grade A
Training, seminars, studies
and relations with the media
Secretariat : as per sector I
SECTOR I : General affairs
Head of sector 1 grade A
Secretariat 2 grade C
Personnel l grade A on detachment in Lisbon (E.C.
office)

1l grade A temporary agent
2 detached national experts

Duties

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 gquestions, work
programme, reports, publications, interservice committee, Committee for
the coordination of Fraud Prevention with member States (COCOLAF),
budgetary questions (antifraud budget), experts, consultants, studies.
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SECTOR II : Operations

Head of sector 1 gradé A temporary agent
Secretariat 2 grade C
Personnel 1l gradae A
2 grade A temporary agents
l grada 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 Committaes
(EAGGF, etc..)

SECTOR III - Informatics and databases

Head of sector 1l grade A temporary agent

Secretariat : as per sector II

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

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 ONIT 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 ;

oil 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 II 1 grade A

Personnel 3 grade B

3 detached national experts

Duties

Coordination, refunds.

FINANCIAL AND BUDGETARY MATTERS, GENERAL AFFAIRS

Coordination and budget 1 grade A

Personnel 2 grade B
1 grade C auxiliary
1 grade C temporary
1

Duties

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

detached national expert

Financial matters, reports, contracts, missions, archivas.

Statistics and budget : general support and archives.

WINE INSPECTORS

Personnel 8 grade A

FRUIT AND VEGETABLE INSPECTORS

Personnel S grade A auxiliaries

N.B. : Unless otherwise stated (e.g. temporary agent,
officials are "fonctionnaires".

auxiliary)

the
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DIRECTORATE GENERAL XIX
Unit XIX/B/4

HEAD OF UNIT 1l 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 ; implementation of specific anti-fraud measures provided for in
these regulations.



- 112 -

DIRECTORATE GENERAL XX

Unit XX.1
HEAD OF UNIT 1 grade A
Secretariat 1l grade C
FOLLOW-UP OF FRAUDS 1
Deputy head of unit 1 grade A

Duties

Oown resources, refunds, MCA and ACA, customs

problems, exchange
mechanisms, agri-monetary affairs.

FOLLOW-UP OF FRAUDS 2 1 grade B

Duties

Common organisations of agricultural markets, structural funds,

Fisheries Policy, energy, industry, technology, research,
food aid.

common
cooperation and
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DIRECTORATE GENERAL XXI

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

1 grade C auxiliary

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

Personnel 4 grade A
1 grade A auxiliary
1 detached national expert
2 grade B
2 grade B temporary agents
1l 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,
contacts 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

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...)
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