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REPORT

ON THE RECOVERY OF OWN RESOURCES
“IN CASES OF FRAUD AND IRREGULARITIES B
- (METHODOLOGY AND SAMPLE A 94) L

'L METHODOLOGY AND MONITORING OF RECOVERY IN CASES OF
| FRAUDANDIRREGULARITIES REN | 5

1. Informatlon ‘'sent by Member States concernmg cases of frand gud

trregulantles

(a) ‘Article 6(3) of Regulatron No 1552/89 stlpulates that each Member State S
‘should send the Commission a brief description of all cases of fmud and, B

o nregularmes mvolvmg entxtlements of’ over ECU 10 060

In their fraud statements, Member States prowde mfonnatlon On the type* i B SO o
“of goods, the amount mvolved and the Ongm (declared estabhshed or RS

- presumed)

of the IRENE 3 base

[

|
[ \ , ‘ DG XIX then mcorporates these statements mto the “Resources seetmn T
|
\
|

As w:th all cases of fraud .and lrregulantles affectmg tradttlonal OWﬂ 2 |
resources that are detected by the national authorities,’ these cases are

entered in the accounts and recovery procedures are ‘set in motlon in

accordance with natlonal rules .implementing - the Commumty customs :

- regulations. The process is suspended, however, if an appeal has been
‘Iodged w:th the appropnate legal authonttes (see Annexes l 1 and 1. 2)

()] Regulauon No 1552/89 does not make any prov:smn for hese statements

~ being updated although this would undoubtedly help; ,Vmbmomtot‘mg the -

- recovery of the resources. Up till now, only two Member States (Belglum: .
and Portugal) have regularly kept the Commission ﬁ.ﬂly mformed, although o
~~ Spain has joined them since the second half of 1993, :

'k 'Thus it is not always possxble to tell from the statements whether a case
“has been settled “or what progress has been’ made in recovermg SUms‘, :
-owing. : : j

When Regulatlon No 1552/89 was " bemg revxsed the Comm:ssron
presented its proposals for remedying the current unsatrsfactory situation. -
Pendmg the entry into force of these new provisions, the ‘Commission,
conscious of its responsnbthtles vis-a-vis the budgetary authonty, decided
to conduct a survey into the recovery srtuat:on in Member States.

! IRENE 3 is run by UCLAF. It also contmns cases reported in Other sectors (EAGGF Structural
Funds and Mutual Assrstance) : ,




2. Selecttve momtonng of recovery prmclples

“(a) The momtormg procedure is based on two main pnncxples o ‘
- making full use of all the statements. sent in by Member States and -
* held by the Commission's departments; - e
- targetmg cases usmg nsk analysrs.

‘Wnth regard to the first prmctple the Commission's departments drew on’

all the information obtained under both:Regulation No-1552/89. and other -l

regulatory mstruments mcludmg the mutual assustance provxswns
Because of the large number. of' cases (nearly 5 000 aswht 31 May1995‘ ‘

~ under Regulation No 1552/89, and nearly = 300 notifications ‘under
~ ‘;,Regulatnon No 1468/81 on mutual ass;stance) the Comnusmon had to -

~ resort to sampling techmques based on risk analysis

(b) Statnstlcal analysns ot‘ the cases_ repotted by Member States under '
,Regulatlon No 1552/89 showed that cases where the amount was greater N

- than ECU 500000 - - about 100cases” covering  the period from
.1 January 1989 to.30 June 1993 - accounted f’or about 70% of ‘the total .~ . .

. amount evaded. The first sample (A/94) therefore covers cases whero the:

amounts mvolvcd exceed thls ﬁgure S

A second sample (B/94) was taken from cases up tmttlj o

1993 of which the Comm:ssnon had been informed under gmuwkl

.~ assistance arrangements. The cases. selected were i

amount of the entitlements involved: exceeded ECU

- 'been mvestxgated by the Cemmzssnons departments _

- time-barred, or which had attracted the attention of the |

- or the Court of Auditors. Six cases were selected; inv
, yapproxtmately ECU 100 million. = A Teport on the pr

 monitoring. this sample is currently in | and: wi

. some tlme dunng the second half of 1

,A limited number ot‘ cases notnﬁed
involving smaller amounts (tess than
" C/95 which will be selected later this yetr.
- - (D/95) will also be ‘prepared. this ys

L3

“amounts . ootnﬁed to the Comm:s“
L selected using risk analysxs tech: ,tques

'ngulatton No 1552/89 md
In addmon, 2 further e

covering cases. mvolv‘mg small .
utside Regulatton No 1552/89 aud e .

A, B C and D samples will be prepered on a regular besxs (mxtxally, each o

year) Cases appearing in-the: previous. ‘sample and subsequently cleared
- will be replaced by others; the' remainder will stay in'the sample until they

“ are cleared - in other words thcy w:ll be rollmg samples al]owmg&. o

’contmuous momtormg

A debt is cleared if.
- itis recovered, or - . )
- itiscancelled,or =
-~ itiswritten off. . R



Momtorlng methodology

The method employed by DG XIX was to ask questrons ysing a pre-ptepared B
grid which would allow the information: already received to be updated. The

~ Commission followed up each ‘statement received by sendmg the Member

State concerned a request for additional information (as to whether the amount - -
had been entered in the B accounts, whether it had been recovered, whether
the amount of the debt had been adJusted or whether it had been written oﬁ)

' DGXIX uses the information it receives to update the IRENE database s
Closed cases can now be identified and the ﬁnancia] outcomme known. If, after -
analysing the replies, the Commission suspects that the Member State isnot -

- applying the regulation correctly, it ‘can ask for an explanatnon or carry out
- some more specific checks. If a problem should. emerge, the Commission can
then ask the Member State to take the necessary act:on and wherev T
‘ appropnate make good any amounts due S o e

,DGXD( combines fthe results of its own enqutnes wrth the mformatlon 1t
receives from Member States to produce a report on-the monitoring of . o

recovery whxch is then sent to Member States and tbe budgetary authonty

’The first of these reports whnch deals mth the A/94 sample, now folloWs o

J

lI. SAMPLE A/94 (CASES EXCEEDING EC'U 500 000)

10'

The questrons concemed cwes of fraud and 1rregulemres exceeding
' ECU$00000andstoredrnthemENE3haseasat3lMarch1994 Thetotal-.r"*

Quantltatlve aspects

amount involved was ECU 301,2 ‘million (104 fraud statements. sent to. the 5

g , Commrssnon between the ﬁrst half of 1989 and the ﬁrst half of 1993)

The rephes revealed ‘that S cases had elther been notrﬁed twrce or been e

~ wrongly notified by the Member ‘States concerned, and that the number of . S
. cases exceedmg ECU 500 000 was actually 99, mvolvmg a total ot' s
ECU 276 million. . The. breakdown: between the nine. Member States is as _;; S

follows N

| Estimate | 138 | 1252 |18 |14 [225 |57 |5 |52 [#413 [2%6
d amount o ‘ : B Sl

it
[N

Analysis of the size distﬁbution of the semple shofwsitha_t: | |

- with respect to the number of cases: - ' ‘ S
" - 45% of the cases notified by Member- States involved amounts of
between ECU 500 000 and ECU 1 mlllron s i
5




BN
\

.- 35% mvolved amounts: of between ECU l and 2 rmlhon

- 20% involved amounts exceedmg ECU 2 mnlhon

- with respect to thtwo categones of cases accounted t‘or only 27% >

of the overall total (ECU 276 nulhon)

e enght cases each of Whlch amounted to more than ECU 5 mxlhon,

. accounted for 58% of the total (ECU 160 mxlhon)

" The age dlstnbutnon of all the cases. notlﬁed rs as follows

1989 | 550 | 1991 ;19‘9’_2‘ 1993 Total |

Estmatedamount | 50.7 340  |878 |52 |52 |276

(Perceniageof ol | 1894 | 13%  |30% [ 19% | 19% [100%) |

tr'"L

 .The breakdown by year is fatrly constant fn terms of the amaunt and the ‘A o

number of cases, though the hngh 1991 amount was, down to twe eases netlﬂed

for large quantmes of ethyl alcohol

Quahtatwe aspects »

About a thxrd of the statements contatned msufﬁcrent detalls, parttcularly as }‘ Rt
regards origin and the type of product mvolved That sald the sample dees

provide several pomters

@

o

7)1peofproduct » o .
The products that cropped up in the sample were mamly agrrcultural

ed

. or processed: agricultural prodhets (ethyl alcoho! sheep and cattle,
~ meat, dairy products, fish, oils, rice, food preparatrons, and

crgarettes) This confirms that large-scale fraud involving substantlal

‘ - amounts tends to revolve around agncuﬁural pmducts while there is -

a much wider spread. of frauds or. megulanttes involving mdustnal
products.” The IRENE 3 bas¢ shows that; in the category of cases -
involving amounts lower than ECU 500 000, industrial products corne

: out ahead The C/95 sample wxll therefore take thls mto account
.Customs procedure ‘ " |

a 'The frauds or 1rregulant|es in the cases mcluded in the sample
'mvolved either the transit procedure ("leaks" from transit) or the
. release for free circulation procedure (false declarations’concerning
‘type of goods or origin). In the case of cigarettes, the goods were - ‘
o usually srmply not presented to customs (contraband) =



3._

' Major cases

. As for mdustnal products, the frauds or u'regulantres mainly -
' concerned false declarations of origin at the time of release for home -
- use (mamly textile products or hx-ﬁ or TV equment) R N

(é). 1 Ongm

For agncultural prcducts the. actual- origin was very oﬁen Eastem i
Europe whxlst for mdustnal products it tended to be Sonth j\aSt Asia S

- -As mentloned above,A there were elght cases amunnng md:vr gy

4.

~than ECU S mllllcn

*  preparation

(ECU 52 million). According to the Itahan authontr
o before the. Itahan courts A _ S '
‘Recovery SItllatlon

~ ~Member States rephes show the recovery sztuation to be

' "(a)‘ 1L S'tuatzon qt 1he l:me afnot fcatzon

’ ® :Cancellatlons i

lmported vmhout payment _,og the

Armex 2)

The fraud statements

- period followmg that

’ . what progress has
tlme Since we v f

- not tobeexpected
" 'This ‘proved to be
s recovered by thet

o reﬁmddue*\ ' -

o - Germany ECU 150 DO

; mvestngatnon or admxmstrative 7
‘actually reached the courts

S Accordmg to the rephes recexved from Member States ten cases had».i 't‘\«" "
«been cancelled wh;lst in. another ﬁve thc amount had been corrected



Pamal or total cancellanons (ECU 21 mﬂhon or 7. 2% of the amounts
originally notifi ed) cover situations where the alleged infringement
was not pursued by the administration or by the courts, or cases of
seizure involving the destruction of the goods and the subsequent

* correction or cancellatron of the customs debt.

(@

As a result, the actual number of cases “of fraud and u'regulartttes o

: contamed in the sample is 89 amountmg to ECU 255 5 nullion

. Recovenes

Of these 89 cases, 22 had been recovered in ﬁ.lll In addmon, there

“had been partial recovery in another 16 cases. Total recoveries K

N amounted to ECU 22.5 million (or 82% of the mmal esttmate and

ECU 255, millon):

| '8.8% of the corrected amounts)

0“‘)’ in two of the elght cases exceedmg ECUS m:lhon have any of R
; the amounts@wed begun to b recovered (Germany) AT

A cOmpanson by Member State reveals a consrderable degree of

variation. Some Member. States: (Denmark 100%, Spam 100%, -
France 31.4%) have acceptable récovery levels although, in the cases

of Denmark and Spam very | few cases were reported (two each)

Other Member States have been less suceessﬁxl in recovenng amcunts -
due, as can be seen from the fbllowmg table (out of a sample tetal of

[Recoveries [71 |57 (46 |18 |14 |11 |08 |- |- |25 |

(ECU
| miltion)

total

%% of national | 31.40 | 4.50 | 11.50 ] 100.0 | 10.1 | 2040 [100 |- |- |- |

total

% of sample | 3130 | 2500 | 21,00 [ 820 | 620|470 | 380 [- |- [i00% |

7

‘ Irrecaverables

Establlshed entitlements that carinot be collected must be Jusnﬂed R
under Amcle 17(2) of. Regulatnon No 1552/89 if the Member State -
wishes to be released from the obhgatlon to . make ‘the amount -
_available. Thrs however, was not the case for an amount clanmed by ‘
the Netherlands to be mecoverable ' :

-~ In addition, the German authontles falled to jUStlfy the fcur total or

partial cancellatrons whrch could in fact turn out to be amounts to be
wntten off. - : '

ThewCornmlssron s departments will look into these cases.

8

m».;;!.? |




(€

. 'All other cases are entered in t:‘ B
Germany, Spam and Italy "(,f just’

* can therefore be Judged to be satrsfeetory overall Ho

Recovety pendmg recordmg in the separale accounts

of the ECU 232.5 million still awamng recovery, ECU 188 3 mlllron 2
~ has been recorded in the B account by the natronal authontles

o The balange is .as follows  "The cases covered by the

Umted Kingdom's fraud statements - ‘some amounts having ‘been o jq o
totally ‘or - partially recovered - have neither been established nor

“recorded in the B account. At the request of the Comrmssron, the UK

authorities are cun'ently looking. mto the current status of the cases
notrﬁed S v ,

‘,'The case notified by Belgium, whrch concems nulk powder removed o
" from transit, has not been -entered: mfthe Baocount pemﬁng the T
o outcome of enqumes in Spam and Fran : -

It should be noted that the. Damsh ‘ uthontres. make the amounts
~ established ‘available: dlrectly, f' for recovery, ‘and that =
»the Dutch authonnes do the same for amounts estabhshed by the"} S

not- always possible to. determme 'whether the case was

. | ~ administrative stage or whether legal proceedmgs had beenfudtmtedﬁ’ 3
SR Ifor the recovery of the sums owmg : Pt

; ,;z; i ; PR

\The amounts entered i in: the B acoounts pendmg recovery are broken R
“down in the followmg tab!e Amounts not entered are. marked wrth an
: astensk : v L BEN o

Notfidin | F | D | UK |DK| B |NL|.E || 1 , T,,m, :

S

1989

or 325 98‘ 116 " 15 - R I TS

1991

TTL| 663 8| | - | | <] o[ 7s|

1992

Tax| 77| 88| -] S&f -| | ~-| 152] 4is

fro93

23| ‘4.'0'.: : gle RO f7.4=tr -1 -1 0.7 316 51r»1'

Total

05| 175| 368| | 154 16| -] 07| 491| 2326

35| 70| #6°] - o8| -] -] <] o3| 14|




It can be seen from the table that some qunte large amounts have been |
outstandmg for a number of years. -

I CONCLUSIONS AND SUGGESTED ACTION

' The conclusions reached by the Commlssron aﬁer momtonng the recovery sttuatwn
are as follows: ,

‘ic

jor

General observatmw Iow recovery rate

It may be that the period covered the ﬂrst ﬂve years of the Regulatronsi ;‘ ‘

application - was not long enough for cases to be concluded, especially those

~which went to court. It is still too early to say how long on average it takesto
clear each case, although those where the amount exceeds ECU 500 000 are .
likely to be more- difficult to resolve. The recovery - rates vary from one
' Member State to another The Commlssnon mtends, with the help .of national o

: authontres to.look into the reasons for ‘this situation and will if necessary

propose measures to improve the elﬁclency of recovery w:thm the ﬁ‘amework
of ACOR's subgroup on recovery

o

The study carned out by DG XlX and . XX on natronal procedures for ‘

recovering tradltronal own resources should help to clanfy the srtuatlon

Obstaclesto recovery SR

'_In some crrcumstances recovery may -be hmdered by specrﬁc aspeCts of the. o

regulatory framework at natlonal or Commtlmty level In partrcular

“(a) ' Shortcommgs in the ruIes concemmg guamntees

. Even if the rules are correctly -applied, it may be that the nsk of

" non-recovery is not completely covered by the guarantee Thxs xs the 7'; .

case, for example, wnth

- the optlonal guarantee when applred to customs procedures ‘\
" considéred to be high-risk because of the nature of the product or
. the operators mvolved S . .

- the comprehensxve guarantee (e.f g reference penod too short, .
-simultaneous presentat:on m drﬁ‘erent ofﬁces in the European ‘
Union). : £ '

‘(b)‘ , Slowm,ss of inquiry procedures in the eth of non-dtscharge of -

transzt docummts

I there is no notlﬁcatron of the guarantor secuntles are released aﬁer
twelve months although, according to Community rules, fourteen

months must elapse before the recovery procedure can be rmtrated in

the case of non-dlscharge of transrt formalmes

10



Recovery would be helped if there were stricter provisions on
notification -of the guarantor and 1f the mqurry procedure was
shortened. ‘

(c) Application of the rules in re,.spcc't of lapse of. iime_ .

The current provisions conspire to make recovery more difficult. For .
example the normal time limit of three years from when the customs
‘debt arises allowed by the Customs Code for the debt to be notified to
the taxpayer, may, ‘in some more compllcated cases, be too short.
Furthermore, Member States do not interpret this deadline in the same -
way (mterruptron/suspensron) ‘ : ;

All national authorities should mterpret these provrsrons of the Code .
in like manner. . : ‘

To remedy the situation, a series of regulatory proposals are'in the
~ pipeline and ﬁgure in the annual programme on the ﬁght agamst fraud.

3. Application of Regulatlon No 1“2/89 - mprovements requlred .

Without prejudice to \the proposals tor 1mprovmg Regulatlon No’ 1552/89 now
being discussed in the Council, the apphcatron of the Regu]atron as it stands
now could be rmproved . : :

- by matchmg intelligence data on traud wrth ‘accounting data ‘on recovery a
task which poses practrcal problems in Member States and thus explains

- some of the delays in momtormg cases.’ However some authorities .
managed to link these two categones of mformatron on an ad hoc basrs,
whrlst others have succeeded in bemg more systemanc C T

The systematrc lmk forms part of the Commrssrons proposal to amend o
Regulatlon No 1552/89 L ‘
The Commlssron is currtntly worl\mg wrth national . authontles to try to
overcome these problems. : '

" Besides . the provisions contamed m Regulatron No 1552/89 on what_
information should be provrded in cases of fraud or irregularities, better
_prepared fraud statements would help the. Commrssron to make optlmum e
use of Member States' replies. - The Commission is lookmg into ways of
improving the content of the statements mcludmg a gurde and computenzed ‘

data entry. : C

- By drstmgurshmg between cases - bemg dealt with by the admrmstratlve
authorities and those which are in- the hands of the judicial authontles The
administrative authorities continue to be responsible - until the judicial -
authormes have found in tavour of the taxable person.

The Commrssron is seekmg to have this mfonnatlon mcluded in the fraud
statement. - : : ‘

RE



By notifying the wntmg-oﬂ' of lrrecoverable amounts to the Commnsston in
‘accordance with Artlcle 17(2) of Regulatlon No 1552/89 Thxs was not
done in some cases in the sample o R :

The Commnssnon has asked the Member States concemed to provxde ﬁxrther |

| deta:ls

‘Monitoring of sample through to final clearance

. The Commnsslon will contmue to check the grounds glven for
- writing off; : ‘
- cancellatlons

It will rewew long-standmg debts

Where Member States have not yet estabhshed the amounts, desp:te there

: bemg nothing to prevent them doing so, the Commrssmn wdl Iook mto the

sntuatlon and take any measures that may be requlred ;

The 67 cases (amounting t6 ECU 229 milhon) whlch have not yet been

cleared, will automatlca]ly beincluded in the A/95 sample concerning. which

a questionnaire will be sent out in the second half of 1995 The situatton

- will be kept under review untnl ﬁnal clearance e BT

12
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