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NOTE

from :  Budget Committee

Subject* Fight against fraud
— Draft conclusions of the ECOFIN Council on 19 May 1998

1. The Commission has sent the Council its Annual Report 1997 on the protection of the financial

interests of the Communities against fraud, together with the 1998/1999 anti-fraud programme.

2. The Budget Committee examined the report and the work programme at its meetings on 7 and

12 May 1998 and drew up draft conclusions.

3. The Permanent Representatives Committee is asked to recommend that the ECOFIN Council on
19 May 1998 approve the annexed conclusions following discussion of the agenda item on progress in

the fight against fraud and the annual work programme.
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ANNEX

THE COUNCIL,

- having examined the Commission's 1997 annual report on the protection of the Communities' financial

interests and the fight against fraud;

- having noted the Commission's 1998/1999 work programme in this field,

HAS ADOPTED THE FOLLOWING CONCLUSIONS:

1. The Council considers that the investigations carried out by the Commission and the Member States in
cases of suspected fraud against the Community budget produced significant results in 1997. It
congratulates all those who have taken an active, direct part in protecting the Communities' financial
interests for the sound work they have accomplished. Close cooperation between the Member States’
authorities, third countries and the Commission is bringing results; it is an effective, and hence vital,
way of taking investigations forward and ensuring that fraudsters are identified, arrested and

prosecuted.

2. Asin previous years, better methods of detecting problems and of disseminating information can
explain fluctuations in the number of cases logged and the amount of public funds involved.
Nevertheless, it is clear that preventing fraud is the best way of saving taxpayers money. For example,
the Council welcomes the fact that for the first time the Commission has used its new powers to make

on-the-spot checks, following
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the adoption of Council Regulation 2185/96. However, the increase in the size of own-resources
irregularities detected requires particular attention. The Council stresses the importance of continuing
the efforts made, while welcoming the fall in the amount of expenditure which has been found to
involve irregularities. In future the Communities’ financial interests must be protected by the inclusion

of the principles of sound financial management and fraud protection in new programmes.

The Council calls on the Member States to report, within the timescale laid down in the regulations, all
cases of fraud and irregularity uncovered, and all recoveries made, so that the Commission’s reports on

the fight against fraud can be as exhaustive and reliable as possible.

3. Case studies show that fraudsters often belong to elaborate transnational criminal organizations and the
Council stresses the importance of a coordinated transnational response to the problem. Priority has
therefore been given to work on the recommendations of the High-Level Working Party on Organized
Crime, whose findings will be placed before the European Council in Cardiff, with particular reference
to progress with ratification of the Convention on the Protection of the Communities' Financial

Interests and the Protocols thereto.

4.  The Council notes that the report shows that certain schemes designed to facilitate trade — the transit
system and preferential agreements — are particularly vulnerable, especially in the case of products
carrying high import taxes. The Council, in concert with other key players, has already swung into

action, as witness:
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— the progress made with legislation to improve the operation of the transit system and prepare for

the introduction of the new computerized transit system;

— its detailed conclusions on the management of the preferential tariff schemes [adopted on
18 May 1998];

— the work of the High-Level Working Party on Tobacco and Alcohol Fraud.

5. The Council notes that the rate of recovery is still too low, particularly in the case of the EAGGF
Guarantee Section, and calls on the Commission to put forward concrete proposals to improve

recovery of all monies misappropriated.

6.  Asregards own resources, the Council has begun examining the Commission’s recent revised proposal

on rules on the recovery of customs debt.

7. In future reports, the Council calls on the Commission to make a clearer distinction between cases of
fraud and the other irregularities. The Council again asks the Commission to present the report’s draft
conclusions to the Member States in the Advisory Committee for the Coordination of Fraud

Prevention.
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8.  Looking forward to enlargement, the Council shares the Commission's aim of ensuring that in the
enlarged Community, from the first day of accession, the level of protection of the Community's
financial interests and policies will be identical to that now afforded. Indeed, given the efforts
undertaken to improve the level of protection, that goal should be regarded as a minimum. Work done
in cooperation with the applicant countries — on the development of institutions, transfer of expertise
and cooperation — will form the basis for success in this field. Measures must be taken now to protect

the Community's financial interests in the pre-accession period.

9.  The Council underlines the importance of the introduction of an effective system of protection
throughout the Monetary Union, once euro notes and coins are introduced. Europol will have an
important role to play in this field. The Council notes the work undertaken by the Commission to
protect the Monetary Union and the euro. It asks the Commission to continue its initiatives to facilitate
information exchange and the introduction of close and regular cooperation to prevent and combat
counterfeiting with due regard for the principle of subsidiarity and the division of competences

enshrined in the Maastricht Treaty.

10. The Council welcomes the sustained action of the Commission to improve cooperation between the
Member States in their efforts to combate VAT fraud. The Council confirms its determination to

bolster cooperation in this field, for example by implementing the FISCALIS programme.
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11. The Council emphasizes the importance for the comparative analysis of national anti-fraud systems
carried out by the Commission to be made available without delay and awaits a detailed report on the
use made of the powers conferred upon it by Regulation No 2185/96. That information will be of use
in exploiting the fresh opportunities for anti-fraud measures offered by the new Article 280 when the
Amsterdam Treaty is ratified. The new article will confirm that effective protection of the
Communities' financial interests against fraud can be achieved only if the Community and the Member

States act together.
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