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Fessona

Pirast seda, kui mind veebruaris 2006 teiseks viieaasta-
seks ametiajaks tagasi ametisse nimetati, saan ma jatkata
Euroopa Pettustevastase Ameti (OLAF) timberkorralda-
mist, tuginedes kogemustele, mille ma olen saanud eelne-
val kuuel aastal, kui amet kasvas enam kui kaks korda ning
ka tema téhusus suurenes markimisvaarselt.

Umberkorraldamise eesmirk on pdérata enam tihelepanu
OLAFi operatiivtoole, parandada ametisisest teabevahetust
ning tugevdada ameti juhtimist. Uus struktuur hakkas keh-
tima 1. septembril 2006. Sellega néhti ette kaks juurdluste
ja operatiivtooga tegelevat direktoraati, millest iiks tege-
leb sisejuurdlustega institutsioonides ja teistes asutustes
ning pettustega otse Euroopa institutsioonide hallatavates
kuluprogrammides. Teine direktoraat tegeleb juurdluste
ja operatiivtooga eelarve nendes valdkondades, kus vastu-
tus jaguneb komisjoni ja litkmesriikide vahel (omavahen-
did, pollumajandus ja struktuurimeetmed). Kolmandasse
direktoraati on koondatud tiksused, kes pakuvad operatiiv-
set eritoetust: analiiiisi, kriminaaldiguse alast ndustamist ja
thiste tollioperatsioonide jaoks vajalikku infrastruktuuri.
Neljas direktoraat hlmab personali-, rahandus-, haldus-
ja teabetalitust ning enamikku poliitilisi kiisimusi, millest
ma annan kolleegiumile aru.

Samal ajal algasid labiradkimised komisjoni ja tootajate
tthingutega, et mairatleda koikidele osalistele vastuvoeta-
vad tingimused OLAFi personali jarjepidevuse tagamiseks.
See oli oluline kiisimus, sest suur hulk operatiivtéotajaid
oli todle voetud tahtajalise ajutise lepingu alusel, mille téht-
aeg hakkas 16ppema, voi neile avaldati survet naasta oma
riigi ametiasutustesse. Mul on heameel teatada, et lahen-
dus leiti 2007. aasta alguses, kiites heaks selliste meetmete
paketi, mis sisaldab véimalust pakkuda OLAFi kvalifit-
seeritud ajutistele to6tajatele tihtajatute lepingute solmi-
mist ning mis véimaldab jarkjarguliselt vihendada aju-
tiste tootajate suhet alalistesse tootajatesse. See kokkulepe
peaks kaotama tulevase personaliga seotud ebakindluse ja
ebastabiilsuse, mis hiiris aina enam ameti operatiivt6od.
Lisaks on avanenud 16puks voimalus tdita parast mitmete
valikumenetluste 16ppemist mérkimisvéarne hulk vabu
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ametikohti. Prioriteediks on uutest liilkmesriikidest tdota-
jate virbamine.

Sellised arengusuunad margivad OLAFi iileminekuaja
16ppu tema asutamisele jairgnenud esimestest keerulistest
aastatest imberkorraldamise kaudu vilja kujunenud orga-
nisatsiooniks, kinnistades edusamme, mida ta on saavu-
tanud ELi finantshuve kahjustavate pettuste vastu voitle-
misel.

2006. aastal oli esimest korda OLAFi korraldatud juurd-
luste arv vordne nende juhtumite arvuga, kus OLAF abis-
tas lilkmesriikide ametiasutusi. Ma loodan, et jargnevatel
aastate] koondatakse veelgi enam OLAFi vahendeid selliste
suurte, keeruliste pettusejuhtumite uurimiseks, mis voivad
esineda nii institutsioonides kui ka sellistes eelarvetund-
likes valdkondades nagu hanked ja vilisabi. Selles prot-
sessis on oluline osa tihedamal ja tohusamal koost66] nii
Euroopa asutuste vahel kui ka rahvusvahelisel tasandil.

Mul on heameel kinnitada, et Euroopa piires teeb OLAF
jarjest rohkem koost66d operatiivkiisimustes Europoli ja
Eurojustiga. Viljaspool Euroopat on OLAF loonud sellise
téhusa partnerluse samalaadsete asutustega UROs ja Maa-
ilmapangas, mida on tugevdatud OLAFi kogenud tootajate
lahetustega. OLAFi suutlikkus rahvusvaheliste operatsioo-
nide kooskolastamisel lisandvéartust luua on niiiid viljas-
pool kahtlust.

Eelarve tulupoolel on kaalul vdga suured rahasummad.
Mul on heameel teatada, et komisjoni ja ettevotja Philip
Morris vahel saavutatud kokkulepe sigarettide salakau-
banduse tokestamiseks on hasti tootanud. Koik peale iihe
liikmesriigi on praeguseks selle kokkuleppega tihinenud ja
saavad kasu nii tihedamast koostoost sigarettide ebasea-
dusliku kaubanduse kaotamisel kui ka maksetest, mis on
selle kokkuleppega ette ndhtud. Siiski on teatavate liitkmes-
riikide keeldumine eraldada OLAFile vahendeid, millega ta
saaks ndidata oma vdimet voidelda kdibemaksupettusega,
kahetsusvéirne ja seda on keeruline moista.

Lopuks soovin ma tdnada OLAFi jarelevalvekomitee liik-
meid toetuse, julgustamise ja néuannete eest. Alates komi-
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tee liikmete ametisse nimetamisest novembris 2005 on nad
olnud tosiselt huvitatud OLAFi t66 koikidest aspektidest ja
andnud konstruktiivse panuse nii operatiivmenetluste kui
ka juhtimise kvaliteedi parandamisse. Komitee jaab oluli-
seks OLAFi operatiivt6o soltumatuse kaitsel.

P

7/!‘-_1-"‘- t_f"‘:--—-:ﬁ

F.-H. BRUNER
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1. OLAFi Glesanne ja toomeetodia

1.1. Ulesande kirjeldus

Euroopa Pettustevastase Ameti (OLAF) iilesandeks on
kaitsta nii Euroopa Liidu finantshuve (ja seega Euroopa
Liidu kodanikke) kui ka Euroopa institutsioonide mai-
net. Selle saavutamiseks uurib ta pettust, korruptsiooni ja
muud ebaseaduslikku tegevust, mis kahjustab nimetatud
huve, ning kuritarvitamist Euroopa Liidu institutsiooni-
des. Samuti abistab ta tthenduse ja siseriiklikke asutusi
nende pettustevastases voitluses ning muudab hoiatus- ja
ennetusvahendite kasutamise ning digusaktide tdhusta-
misega pettuse ja eeskirjade eiramise voimalikult keeruli-
seks, tugevdades sel moel iildsuse usaldust Euroopa Liidu
vastu.

OLAF tegutseb ausalt, erapooletult ja professionaalselt,
austades tiksikisikute digusi ja vabadust.

1.2. OLAFi pohipadevus

o OLAF on volitatud korraldama sisejuurdlusi, st mis
tahes Euroopa Liidu asutuses, mida rahastatakse ELi
eelarvest.

o OLAF on volitatud korraldama vilisjuurdlusi, st sise-
riiklikul tasandil mis tahes kiisimustes, kus on kaalul
ELi eelarve. Sellise tegevuse raames on OLAFil lubatud
korraldada ettevotjate valdustes kohapealset kontrolli ja
inspekteerimist. OLAF teeb tihedat koost6od liitkmesrii-
kide ja kolmandate riikide padevate ametiasutustega.

o OLAF korraldab ka tihedat koost6od liikmesriikide
pidevate ametiasutuste vahel, et kooskolastada nende
juurdlustegevust.

o Kuigi OLAF on operatiivtdos sdltumatu, tegutseb ameti
personal ka Euroopa Komisjoni esindajana, kohustudes
jargima komisjoni sise-eeskirju ja volitusi. Operatiiv-
toost saadud OLAFi kogemusi kasutatakse komisjoni
seadusandlike ja poliitiliste algatuste, rahvusvahelise
koost60 jne heaks.
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1.3. OLAFi vahendid

31. detsembril 2006 to6tas OLAFis 388 inimest (), kellest
313 olid koosseisulised t66tajad. Umbes 70% OLAFi per-
sonalist tdidab iilesandeid, mis on seotud ameti operatiiv-
t60ga, sealhulgas operatiivt66 haldustoega (63%, kui vilja
arvata haldustuge pakkuvad té6tajad).

OLAFi 2006. aasta halduseelarve oli 50,1 miljonit eurot.
Sellele lisandus umbes 17,4 miljoni euro suurune tegevus-

eelarve, millest rahastatakse pettustevastaseid meetmeid
litkmesriikides.

1.4. Juhtumite haldussiisteem

Juhtumite arvutipéhine haldussiisteem on ametile juhti-
misteabe peamiseks allikaks.

See kujutab endast OLAFi andmebaasi, mis sisaldab tdie-
likku teavet uute, kestvate ja 1opetatud operatiivtoimingute
kohta. See voimaldab volitatud tootajatel jalgida juhtumite
kulgu menetluse igal hetkel ja tagab originaaldokumentide
tdieliku puutumatuse.

Siisteemi salvestatakse koik juhtumiga seotud mérkimis-
védrsed siindmused.

1.5. Nouandev kogu

Nouandev kogu abistab peadirektorit, andes talle néu juh-
tumite késitlemiseks. Hindamisaruande alusel voib néu-
andev kogu teha ettepaneku algatada juurdlus voi jtta see
algatamata.

Nouandvalt kogult kiisitakse pidevalt néuandeid juhtumi
igas olulises menetlusetapis: juurdluse algatamine, juurd-
lusest loobumine, juurdluse liigi muutmine, juurdluse
l6petamine, uue jarelmeetme algatamine, jarelevalve 16pe-

(") Vilja arvatud 29 t66votjate poolt virvatud IT-to6tajat.
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tamine. Nouandvat kogu teavitatakse juurdlusega seotud
viliste uurimis- ja kohtuasutuste ning muude partnerite

hélmab erinevaid toiminguid, mille eesmérk on tagada,
et tthenduse ja siseriiklikud padevad asutused votaksid

OLAFi soovitatud haldus-, finants-, seadusandlikke, koh-
tulikke ja distsiplinaarmeetmeid. Kui kéik meetmed on
voetud ja jarelevalve 16pule viidud, 1opetatakse jarelevalve
ka ametlikult ning koiki juurdlusega seotud ELi asutusi ja
teisi osalisi teavitatakse tulemustest.

tegevusest.

Kui juurdlus on algatatud ning operatiivtegevus on 1ope-
tatud ja nduandva kogu poolt heaks kiidetud, teostatakse
juhtumi {ile jarelevalvet (teatavatel juhtudel voib jirelevalve
toimuda enne juurdluse ametlikku 16petamist). Jarelevalve

[ Edastatud teabe hindamine ]

Noéuandev kogu

[ Kohe alguses juurdlusest loobumine

[ Ettepanek algatada juurdlus ] [ Ettepanek jatta juurdlus algatamata ]
—[ Sisejuurdlus ] —[ Jarelevalve ]
—[ Valisjuurdlus ] —[ Juurdluse algatamata jatmine J
—[ Juurdluse koordineerimine ]
—[ Abistamine kriminaalasjades ]
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2.

OLAFi tookoormus

2.1. Edastatud teave: usaldus OLAFi
vastu on leidnud kinnitust

Statistika niitab suurenevat usaldust OLAFi vastu, sest ta
kasutab talle edastatud teavet tohusalt. Ametile edastatud
teabe maht on jark-jargult suurenenud 529 teatest 2002.
aastal 826 teateni 2006. aastal.

Edastatud teabe alusel tehti 2006. aastal 464 otsust.

Joonisel 1 on niidatud 2006. aastal tehtud otsuste jaotus
juurdluse liikide voi meetmete 1oikes (?).

Joonis 1. 2006. aastal tehtud otsused

— Sisejuurdlus
37 (8%)

Juurdluse
koordineerimine
26 (6%)

Abistamine kriminaalasjades
20 (4%)

Juurdlusest
loobumine
210 (45%)

L

— Jarelevalve
59 (13%)

Valisjuurdlus
112 (24%)

() Uksikasjalik selgitus kogu menetluse ja juurdluste liikide kohta on kittesaadav
lisa punktis 1.4.
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2.2, Operatiivtoo, mis on keskendunud
olulisele

Eespool nimetatud 464 otsusest 195 puhul algatati juurd-
lus. OLAF keskendub aina enam koige olulisematele juhtu-
mitele, mis on sageli viga keerulised ja mille 16puleviimine
votab palju aega. See on pohjus, miks juurdluse alustamise
otsuste arv on aja jooksul vihenenud, nagu on niidatud
joonisel 2. Juurdluste erinevate liikide osakaal niitab, et
OLAF kaldub aina enam keskenduma nn enda padevuses
olevatele juurdlustele (sise- ja vilisjuurdlus) ning vihem
abistama siseriiklikke ametiasutusi (koordineerimine ja
abistamine kriminaalasjades).

Joonis 2. Igal kalendriaastal tehtud juurdluse
algatamise otsuste arv juurdluse liigi kaupa

400
350 OLAFi padevuses olevad juurdlused
B Koordineerimine ja abistamine
300
250 208
147
200
110
150 .-
149
100
156 154
50 109
0
2002 2003 2004 2005 2006

Allpool tabelis 1 on esitatud 2006. aastal tehtud 195 juurd-
luse algatamise otsuse jaotus valdkonniti. Sellistes vald-
kondades nagu otsesed kulud, vilisabi ja sisejuurdlused,
kus OLAF on ainus esialgset haldusjuurdlust korraldav
asutus, on tehtud enam kui pool kéikidest juurdluse alga-
tamise otsustest.
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Tabel 1. 2006. aastal tehtud juurdluse algatamise otsused valdkonna ja juurdluse liigi kaupa

Valdkond Koordineerimine kri::::::;: :;aedes Vilisjuurdlus (') Sisejuurdlus
Pollumajandus 9 1 14 0 24
Struktuurifondid 1 2 25 0 28
Sigaretid 5 2 0 0 7
Toll 8 0 16 0 24
Kadibemaks 2 2 0 0 4
Otsesed kulud 0 2 9 0 11
Vilisabi 0 10 44 0 54
ELi institutsioonid 0 1 2 32 35
ELi asutused (%) 0 0 2 5 7
Lahteained 1 0 0 0 1
Kokku 26 20 112 37 195

(*) Vilisjuurdlused ELi institutsioonide ja ELi asutuste puhul hdlmavad kolmandaid isikuid, st t66votjaid.
() Valdkond ,ELi asutused” on uus kategooria, millesse on ithendatud varasemates aastaaruannetes nimetatud kategooriad ,EUROSTAT” ja ,Asutustevahelised

juurdlused”.
Joonis 3. 1gal kalendriaastal I6petatud juurdluste arv 2006. aastal lopetati 216 juurdlust. Allpool joonisel 3 on
200 niidatud, et 16petatud juurdluste arv on aja jooksul vihe-
nenud. Selle pohjuseks on igal aastal tehtavate juurdluse
6o 668 algatamise otsuste vdiksem arv ning keskendumine t6si-
500 sematele juhtumitele.
500
400 Tabelis 2 on ndidatud igal aastal alustatud ja 1opetatud
300 350 juurdluste arv ajavahemikul 2002-2006. Sellest néhtub, et
avastamise mair (°) on aja jooksul ldhenemas tihele, mis
200 233 216 on kooskolas OLAFi operatiivtdod kisitleva strateegiaga.
100 Uhega vordne avastamise madr on mairatud keskpikaks
o eesmirgiks, et kohandada tookoormust olemasolevate
2002 2003 2004 2005 2006 vahenditega ja valtida 1o0petamata juurdluste iileméarast
kuhjumist.

(*) Avastamise mair on aruandlusperioodi jooksul algatatud juurdluste arvu ja
samal perioodil 16pule viidud juurdluste arvu suhe.

Tabel 2. Juurdluse algatamise ja I6petamise otsuste arv ning avastamise maar (2002-2006)

2002 2003 2004 2005 2006
Algatatud juurdlused 364 308 219 214 195
Lopetatud juurdlused 670 493 339 233 216
Avastamise maar 0,543 0,625 0,646 0,918 0,903
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Joonisel 4 on niidatud, et juurdluste keskmine kestus on
olnud aja jooksul suhteliselt stabiilne. 2006. aastal parandas
OLAF oma juurdluste kestuse jalgimist, kuigi kestus soltub
suurel méddral ametist viljapoole jddvatest asjaoludest.

Joonis 4. Juurdluse menetlusetapp kuudes igal
kalendriaastal
40
35
30
25
20
15
10
5
0

2002 2003 2004 2005 2006

2.3. Jarelevalve

2006. aastal 1opetatud juurdlustest on selliste juurdluste
osatahtsus, mille suhtes teostati jarelevalvet, suurem kui
60%.

Joonisel 5 on ndidatud nii nende juurdluste arv, mille suh-
tes tehti jarelevalvet, kui ka nende arv, mille suhtes seda ei
tehtud. Kuna OLAF keskendub jark-jargult tdsisematele
juhtumitele, kasvab l6petatud, kuid jarelevalvet vajavate
juurdluste arv. See on positiivne areng, mis nditab OLAFi
operatiivto6 ning juurdluste mirkimisvaarsete tulemuste
proportsionaalset tousu.

Joonis 5. Lopetatud, kuid jarelevalvet vajavad
juurdlused igal kalendriaastal

70%

60%
50%
40%

30%

20%

10%

0%
2002 2003 2004

2005 2006

Joonisel 6 on ndidatud 799 16petatud juurdlusega seotud
jarelmeedet, mis olid 2006. aasta l6pus veel pooleli. Enamik
neist on seotud kohtulike ja finantsiliste jarelmeetmetega.
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Joonis 6. Lopetatud juurdlustega seotud
jarelmeetmete liigid 2006. aasta I6pus

Seadusandlikud meetmed
9 (1%)

41 (3%)

( Distsiplinaarmeetmed

L Haldusmeetmed
181 (14%)

Finantsmeetmed —
587 (43%)

— Kohtulikud meetmed
516 (39%)

2.4. Sissenoudmine

2006. aastal tiletas OLAFi juurdluste raames sisse noutud
summa 450 miljonit eurot. See summa jaguneb 2006. aastal
lopetatud juurdluste (umbes 114 miljonit eurot) ja aasta
16pus pooleliolevate jirelmeetmete vahel (umbes 336 mil-
jonit eurot).

Tabelis 3 on niidatud viimasel viiel kalendriaastal 1opeta-
tud rahaliste vahendite sissendudmise iga-aastane jaotus.
Lisaks 113 miljonile eurole, mis on sisse ndutud jarelmeet-
mete raames, on kdimasolevate jirelmeetmetega seoses
noutud sisse taiendavad 336 miljonit eurot. Vordluseks
olgu mirgitud, et OLAFi halduskulud 2006. aastal olid
umbes 50 miljonit eurot (vrd punkt 1.3), millest OLAFi
operatiivtoimingute proportsionaalne kulu oli 70% ehk
umbes 35 miljonit eurot (0,03% EU eelarvest).
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Tabel 3. Igal kalendriaastal sisse ndutud summade jaotus miljonites eurodes

2006. aasta lopus

pooleliolevad
jarelmeetmed

Po6llumajandus 0,000 0,000 0,065 14,201 1,175 134,555
ELi institutsioonid 0,000 0,000 0,038 0,000 2,080 0,160
Sigaretid 0,000 0,000 0,000 0,000 0,000 0,736
Toll 0,000 0,035 1,578 2,977 0,130 21,323
Otsesed kulud 0,055 0,348 1,975 0,161 0,376 0,287
ELi asutused 0,000 0,000 0,000 0,000 0,080 1,599
Valisabi 0,005 0,826 2,010 31,773 92,750 1,853
Struktuurifondid 0,726 1,469 192,584 95,172 17,219 146,314
Kédibemaks 0,000 0,000 0,000 59,972 0,000 29,714
Kokku 0,787 2,679 198,250 204,257 113,810 336,540
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3. OLAFi lisandvaartus. Moned naited

PH710258_ET.indd 13

EU delegatsiooni raamatupidaja pettus

Komisjoni talitused teavitasid OLAFit sellest, et EU delegatsiooni raamatupidamise kontrollimisel oli
avastatud, et delegatsiooni kontori renti oli sama ajavahemiku eest makstud mitu korda. Nimetatud
teabe alusel algatas OLAF sisejuurdluse delegatsiooni raamatupidaja kui kohaliku t66taja kditumise
suhtes.

Raamatupidaja kditumise suhtes algatatud OLAFi juurdluse raames tuvastati, et raamatupidaja oli EU
rahalisi vahendeid seadusevastaselt korvaldanud rohkem kui 350 000 euro ulatuses.

OLAFi juurdluse tulemusena vabastas komisjon raamatupidaja ametist raske eksimuse tottu. Lisaks
soovitas OLAF podrduda nimetatud kiisimuses asjaomase riigi digusasutuste poole. Vajalikud meetmed
pohjendamatult makstud summade sissendudmiseks on voetud.

See ndide kajastab, kui oluline on, et OLAFil on volitused tegutsemiseks kdikides ELi institutsioonides
kogu maailmas ja kontaktide loomiseks asjaomaste siseriiklike asutustega.

Pettus mitmetes EU rahastatavates projektides
Hispaanias

OLAFile edastati teave véimaliku pettuse kohta ettevétja poolt, kes osaleb mitmetes EU rahastatavates
projektides Hispaanias. Teabes kinnitati, et ettevotte juht jattis raha endale, kuid projektid on
|6petamata.

Esimeste kontrollide kdigus selgus, et ettevétja on kasu saanud mitmetest Euroopa projektidest. OLAF
kontrollis saadud teabe digsust ettevdtja esitatud mitmete kuluaruannete Uiksikasjaliku analiiiisiga, tegi
kattesaadavates siseriiklikes haldusandmetes stistemaatilise ristkontrolli ning kisitles t66tajaid. Euroopa
eelarvele tekitatud kahju ulatus Gihe miljoni euroni. Teave edastati Hispaania digusasutustele. Algatatud
on kohtumenetlus.
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Abistamine kriminaalasjas struktuurifondide raames

Rahapesuvastase operatsiooni raames palus Sveitsi prokuratuur OLAFilt abi siitidistuse ettevalmistamisel
liikmesriigi kodanikule, kes oli vaidetavalt osalenud ebaseaduslikus tegevuses, mis kahjustas mitmeid
ELi riike. Nimelt sisaldas aruanne teavet, mille kohaselt Euroopa Regionaalarengu Fondi (ERDF)
tédstusprogrammi (1994-1999) raames kiisiti toetusi kunstlikult suurendatud arvete alusel. Sveitsi
ametiasutuste ja komisjoni vahelise koost66 raamistikuks on 2004. aastal s6Imitud koostddleping (1).

Sveitsi juurdluse raames vélja selgitatud teabe alusel otsustas OLAF osutada abi kénealuses kriminaalasjas.
OLAFi eesmark selles juhtumis oli toetada ja kooskdlastada juurdlust, mida teostas asjaomane lilkkmesriik
ja Sveitsi ametiasutused. Juurdluse kiigus selgus, et uute masinate olulised tarnelepingud olid s6Imitud
selliste ettevotjate ja tarnijate vahel, kellest suur osa asus ELi teistes liilkmesriikides. Kuigi uute ja
kasutamata masinate tarnimisel kasutati tarnijate valjastatud arveid, sooritasid tegeliku arveldamise
maksuvabad ettevotjad, kes tegutsesid teises lilkkmesriigis.

Juurdluse tulemusena esitati sissendudmistaotlus, mis ulatus hinnanguliselt 7,33 miljoni euroni.
Konealused ettevotjad oleksid pidanud saama ERDFi programmi raames (2000-2006) tdaiendavaid
vahendeid.

Sellest nditest nahtub, et OLAFil on kasulik olla partneriks rahapesu hélmavate véimalike pettusejuhtumite
juurdluses. Samuti nditab see kolmandate riikidega sélmitud koostookorra olulisust pettustevastases
voitluses, tagades tihenduse finantshuvide téhusa kaitse.

() Euroopa Uhenduse ja selle lilkmesriikide ning Sveitsi Konféderatsiooni vahelise lepingu allkirjastamise kohta voitlemiseks pettuste ja muu nende
finantshuve kahjustava ebaseadusliku tegevuse vastu, CS/2004/12352.
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4. OLAFi koostoo oma partneritega
pettustevastases voitluses — oluline
tequr globaliseerunud maailmas

4.1. Koostoo liikmesriikidega

2006. aastal toetas OLAF viit iihist tollioperatsiooni, mille
korraldasid vastavalt Madalmaad (2), Poola, Rootsi ja Itaa-
lia. Operatsioonidel kasutati alalist operatiivkoordineeri-
misiiksust, milles osalesid liikmesriikide kontaktametni-
kud. OLAF toetas ka tihte Prantsusmaa korraldatud thist
tollioperatsiooni, mis ei ndudnud fiitsilist kohalolekut
(virtuaalne koordineerimisiiksus). Alaline koordineeri-
misiiksus kujutab endast OLAFis asuvat teenuseosutaja
keskust. Selle eesmirk on pakkuda logistilist ja tehnilist
tuge tihistele tollioperatsioonidele. Virtuaalne koordinee-
rimistiksus on rakendus, mis voimaldab iihiste tollioperat-
sioonide tegevuses osaleda ilma fuiiisilise kohalolekuta.

Nendes operatsioonides osalevad haldusasutused kooskd-
lastasid ja laiendasid operatsioonide raames oma tegevust
stivamere konteinervedude ning maantee-, raudtee- ja
jahiliikluse tile. See oli vajalik selleks, et tuvastada trans-
pordivahendid, mida vdib kahtlustada tundlike kaupade
ebaseaduslikus transpordis, médrata kindlaks nende asu-
koht ja neid tokestada ning tohustada nende iile peetavat
kontrolli.

2006. aasta 16pus osalesid 24 liikmesriiki (erandiks oli
Uhendkuningriik) ettevétjaga Philip Morris sélmitud
kokkuleppes, mille eesmirk on voidelda sigarettide sala-
kaubandusega. Mdlemad kokkuleppeosalised saavad kasu
nii koost66 suurenemisest sigarettide salakaubanduse
kaotamisel kui ka maksetest, mis on selle kokkuleppega
ette nahtud. 2006. aasta lopus maksis sigaretitootja juba
umbes 425 miljonit dollarit. Kokkuleppe kohaselt nous-
tus sigaretitootja maksma 12 aasta jooksul kokku umbes
iithe miljardi dollari Euroopa Uhendusele ja lifkmesriiki-
dele, kes tihinesid juuliks 2004 nimetatud kokkuleppega.
Oktoobris 2006 kinnitasid komisjon ja 10 liikmesriiki, kes
olid kokkuleppele 2004. aastaks alla kirjutanud, selliste
maksete jagamist.
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4.2. Koostoo ELi asutustega

4.2.1. Eurojust

2006. aastal arutasid Eurojusti president ja OLAFi peadi-
rektor korduvalt koost6dstisteemi parandamist.

14. juulil 2006 korraldas Eurojust koosoleku ELi justiits-
ja siseklisimustega tegelevate asutuste juhtidele, mille
eesmark oli kutsuda kokku koik ELi tasandi osalejad, kes
tegelevad Euroopa digusalase ja politseikoostdo valdkonna
poliitikaga. Kuigi OLAF ei ole justiits- ega sisekiisimustega
tegelev asutus, osales ta nimetatud koosolekul oma soltu-
matute juurdluste rolli olulisuse tottu EU finantshuvide
kaitsmisel.

OLAF vottis endale vastutuse kutsuda kokku asutusteva-
heline t66rithm, kes tegeleb diguslike probleemidega, mis
on seotud teabevahetusega.

4.2.2. Europol

Alates aprillist 2004, kui kirjutati alla halduskokkulepe
Europoliga, on korrapdraselt toimunud koosolekud OLAFi
andmebiiroode todtajate ja nende kolleegide vahel Euro-
poli majanduskuritegude tiksusest. OLAF ja Europol on
alustanud koost66d vditluses sigarettide salakaubandu-
sega.

2006. aastal toimus veel kaks kohtumist OLAFi ja Europoli
vahel. Nendel koosolekutel kohtusid liikmesriikide ja méne
kolmanda riigi valeraha vastase voitluse keskasutuse juhid
ning Interpoli, Euroopa Keskpanga ja Euroopa Komisjoni
esindajad. Peamiseks paevakorrapunktiks oli euro voltsi-
mise olukord koosolekul osalenud riikides ning euro volt-
simisega seotud tehnilised ja operatiivkiisimused.

18/02/08 8:59:54



KOMMENTEERITUD KOKKUVOTE. SEITSMES TEGEVUSARUANNE. 1. JAANUAR 2006 — 31. DETSEMBER 2006

4.3. Koostoo rahvusvaheliste
organisatsioonidega

OLAF tugevdab oma suhteid rahvusvaheliste doonorins-
titutsioonidega selleks, et vahetada kogemusi ja tugevdada
koost6dd. OLAF on abistanud UROd pettuste ja korrupt-
siooni vastases voitluses, saates {ihe kogenud uurija sellel
eesmirgil New Yorki. See uurija on endine tiksuse juht,
kes vastutas OLAFis mitmeid asutusi h6lmavate juurdluste
eest. URO on viljendanud rahulolu selle meetmega, sest
lopetatud on mitmed juurdlused, mis tdid endaga kaasa
kriminaalmenetlused ja distsiplinaararutelud.

PH710258_ET.indd 16

OLAF on jaganud oma kogemusi korruptsioonivastases
voitluses ka teistele rithmadele, nagu korruptsioonivas-
taste asutuste vahelisele to6rithmale (IGAC), Interpoli
korruptsiooniekspertide toorithmale (IGEC) ning OECD
toorithmale, kes tegeleb korruptsioonivastaste meetmetega
tileminekumajanduses. 2006. aastal on koostood veelgi
tugevdatud rahvusvahelise uurijate konverentsi kaudu,
kus on olnud peaaegu 100 osalejat rohkem kui 30 insti-
tutsioonist.
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Foreword by the Director-General of
OLAF, Franz-H. Briiner

Following my reappointment for a second five-year term
in February 2006, I was able to proceed with the reorgan-
isation of the Office to take account of the lessons learned
in the previous six years during which OLAF had more
than doubled in size and greatly increased its efficiency.

The objective of the reorganisation is to place more
emphasis on OLAF’s operational work, to improve com-
munication within the Office, and to strengthen its man-
agement. The new structure came into effect on 1 Septem-
ber 2006. It provides for two operational and investigation
directorates, one dealing with investigations internal to the
institutions and other bodies and with fraud in expendi-
ture programmes managed directly by the European in-
stitutions; and the second dealing with investigations and
operations in those areas of the budget where responsibil-
ities are shared between the Commission and the Member
States (own resources, agriculture and structural actions).
A third directorate brings together the units which provide
specialist operational support, such as intelligence, legal
advice on criminal law, and the infrastructure for joint
Customs operations. The fourth directorate covers person-
nel, finance, management, information services and most
of the policy issues on which I report to the College.

At the same time, negotiations were launched with the
Commission and with the Staff Associations to identify a
mutually acceptable arrangement for assuring the continu-
ity of OLAF’s staffing. This was essential, since large num-
bers of operational staff employed on fixed-term temporary
contracts were approaching the end of those contracts or
were under pressure to return to national administrations.
I am pleased to say that a solution was found early in 2007
in the form of a package of measures which included both
a mechanism for giving qualified OLAF temporary staft
indefinite contracts and the gradual reduction in the ratio
of temporary to permanent staff. This agreement should
end the uncertainties and instability about future staffing
which were increasingly disrupting the operational work of
the Office. In addition, it has at last proved possible to fill a
significant number of vacant posts following the comple-
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tion of various selection procedures. Priority was given to
the recruitment of staft from the new Member States.

These developments, taken together, mark the end of what
has been for OLAF a period of transition between the ini-
tial difficult years after the Office was set up and its trans-
formation into a mature organisation which is consolidat-
ing the progress that it has made in the fight against fraud
to the detriment of the EU’s financial interests.

In 2006, for the first time, the number of investigations
which OLAF conducted on its own account equalled the
number of cases in which OLAF was assisting Member
State authorities. I expect to see yet more concentration
of OLAF resources in the coming years on major, com-
plex fraud cases, both within the institutions and in sensi-
tive areas of the budget such as procurement and external
aid. Greater and more effective cooperation both between
European bodies and internationally will be an essential
part of this process.

I am delighted to say that, within Europe, OLAF’s cooper-
ation with Europol and Eurojust in operational matters is
increasing. Beyond Europe, OLAF has forged an effective
partnership with its sister agencies in the United Nations
and the World Bank, reinforced by the secondment of
experienced OLAF staff. OLAF’s ability to add value in
the coordination of international operations is now well
established.

On the revenue side of the budget, where very large sums
of money are at stake, I am pleased to report that the agree-
ment reached between the Commission and Philip Mor-
ris on the prevention of cigarette smuggling is working
well. All but one of the Member States have now joined
the agreement and are benefiting both from the increase in
cooperation in suppressing illegal cigarette trafficking and
from the flow of payments provided for by the agreement.
However, the refusal of some Member States to allow
OLAF the means by which to demonstrate its potential in
the fight against VAT fraud is as disappointing as it is dif-
ficult to understand.
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Finally, I would like to thank the members of OLAF Super-
visory Committee for their support, encouragement and
advice. Since their appointment in November 2005, the
members of the Committee have taken a close interest in
all aspects of OLAF’s work, making a constructive contri-
bution both to the improvement of operational procedures
and to the quality of management. The Committee remains
an essential element in the defence of OLAF’s operational
independence.

P

7/11'"'--_1-"‘- I:_i"‘:"-—lh

F.H. BRUNER
DIRECTOR-GENERAL
JuLy 2007
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1. OLAF's mission and working methods

1.1. Mission statement

The mission of the European Anti-Fraud Office (OLAF)
is to protect both the financial interests of the European
Union, and therefore of its citizens, and the reputation of
the European institutions. It achieves this by investigating
fraud, corruption and any other illegal activity affecting
those interests, and misconduct within the European insti-
tutions; by assisting Community and national authorities
in their fight against fraud; and by means of deterrence,
prevention and strengthening legislation, making it more
difficult for fraud and irregularities to occur and so con-
tributing to public trust in the European project.

OLAF performs its activities with integrity, impartiality
and professionalism, respecting individuals’ rights and
freedoms.

1.2. The main competencies of OLAF

OLAF’s task is to conduct in full independence, internal
and external administrative investigations as provided for
in Articles 3 and 4 of Regulation (EC) No 1073/1999 (*).
The Community legal basis for action against fraud is
established in Article 280 of the EC Treaty.

o OLAF is empowered to conduct internal investigations
based on Regulation (EC) No 1073/1999, and on the
internal decisions which the Community institutions
and bodies have adopted in accordance with the Inter-
institutional Agreement’s Model Decision (?) concern-
ing the terms and conditions for internal investigations
conducted by OLAF.

o OLAF is empowered to conduct external investigations
based on the applicable regulations, and in particular
on Regulation (Euratom, EC) No 2185/96 which allows
OLAF to conduct on-the-spot checks and inspections on

(") OJ L 136, 31.5.1999, p. 1 and 8. Where reference is made to Regulation (EC)
No 1073/99, it also applies to the equivalent Euratom regulation.

() OJL126,31.5.1999, p. 15.
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the premises of economic operators who may have been
involved in, or concerned by, an irregularity, and on the
relevant sectoral rules. OLAF’s investigators also com-
ply with the national procedural rules of the Member
State in which they conduct an investigation. They work
in close cooperation with the competent Member State
and third countries authorities. The specific legal basis
is always identified before an investigation is launched.

« OLAF also organises close cooperation between the
competent authorities of the Member States in order to
coordinate their investigative activities. OLAF provides
Member States, accession countries and third countries
with the necessary support and technical know-how to
help them in their anti-fraud activities, and cooperates
closely with international organisations with parallel
interests.

Since OLAF is part of the Commission, it is able to exercise
Commission powers. However, OLAF is endowed with
budgetary and administrative autonomy, designed to make
it operationally independent. The legal framework includes
two structures to reinforce OLAF’s operational independ-
ence: guarantees associated with the post of OLAF’s Direc-
tor-General, and the Supervisory Committee.

Asregards its investigative activities, OLAF is independent
of the Commission. The opening, conduct and closing of
a case is a matter under the exclusive competence of the
Director-General of OLAF. OLAF investigators operate
under his hierarchical control.

OLAF staff act as agents of the Commission subject to its
internal rules and powers. This concerns activities such
as general administration, participation in the Commis-
sion’s legislative and policy initiatives and international
cooperation.

A Supervisory Committee composed of outside experts
provides independent oversight of OLAF’s operational
activities. The Committee monitors the implementation
of OLAF’s investigative function without interfering with
operational activity. OLAF accordingly cooperates with the
Committee under the authority of the Director-General.
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1.3. OLAF’s new organisational
structure

OLAF was restructured in September 2006 to take account
of the main lessons drawn from the experience gained
since its creation in 1999. The new Directorates A and B
both deal with investigations and operations. Each oper-
ational director is now assisted by an adviser responsible
for case and board management.

A third directorate (C) provides support functions to inves-
tigations and operations, such as intelligence, legal and tech-
nical advice, and the follow-up of cases. It also draws on the
Office’s increasing operational experience to improve fraud
prevention and other anti-fraud actions. A fourth director-
ate contains OLAF’s general management and policy func-
tions, but also contributes directly to operations by main-
taining a dedicated database and other record systems.

Most of the resources are now deployed in OLAF’s core
remit: investigations and operational activity. About
70 % of OLAF staff (°) is occupied with tasks related to
the Office’s operational activity including administrative
support for operational activity (63 % if administrative
support staff are excluded). On 31 December 2006 there
were 388 people working in OLAF (*) of whom 313 were
statutory staff.

OLAF’s new organisation chart can be found in Annex I

1.4. The Investigations and Operations
Executive Board

The Investigations and Operations Executive Board (‘the
Board’) assists the Director-General by giving advice on
the handling of cases. Board members include represen-
tatives of the relevant directorates. The Board considers
evaluation reports prepared by the relevant units and rec-
ommends whether or not a case should be opened. The
Director-General or one of the directors acting on his
behalf decides whether to accept the recommendation.

The Board considers and advises the Director-General on
each major stage in the life cycle of cases: opening; deci-
sions on ‘non-cases’; changing case types; closing; open-
ing new follow-up paths; and closing follow-up. Where
relevant the Board is informed of the associated activities
of external investigative, judicial and other partners assoc-
iated with a case.

(*) Approximate figure based on an estimate of the time devoted by each member
of staff to a task which contributes to the achievement of the Office’s operational
activity. Some OLAF staff carry out both operational tasks and tasks which are
related to OLAF’s other activities. This is the case in particular of units working on
follow-up, administration and intelligence.

(")  Excluding 29 IT staff employed from contractors.
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Once the operational activity has been completed in an
open case in accordance with specific formal procedures
and approved by the Board, the case moves to the follow-
up stage (°) if necessary. Follow-up includes various activ-
ities designed to ensure that the competent Community
and national authorities have carried out the administra-
tive, financial, legislative, judicial and disciplinary meas-
ures recommended by OLAF. Once all measures have been
taken and the follow-up of the case has been completed, the
follow-up stage is formally closed and any associated EC
entities (°) or other parties are informed of the outcome.

Since the reorganisation of OLAF in September 2006, the
Board has met in two separate formations, one for each
operational directorate.

A. Evaluation of initial information

Every item of initial information received by OLAF is
assessed in order to make a recommendation as to whether
a case should be opened and, if so, which category of case.
The initial evaluation of a case should normally be com-
pleted within two months of receiving the initial informa-
tion, but can be extended if circumstances so justify.

B. When the Board recommends
the opening of a case

When the Board recommends that a case should be opened,
it is classified under one of the following four categories:

« Internal investigations: internal investigations are
administrative investigations within the Community
institutions and bodies for the purpose of detecting:

o fraud, corruption, and any other illegal activity affecting
the financial interests of the European Communities;

o serious matters relating to the discharge of profes-
sional duties that constitute a dereliction of the obli-
gations of officials and other servants, members of the
institutions and bodies, heads of offices and agencies,
or members of staff, and liable to result in disciplinary
or criminal proceedings, or an equivalent failure to
discharge obligations on the part of members of insti-
tutions and bodies, heads of offices and agencies or
members of the staff of institutions, bodies, offices or
agencies not subject to the Staff Regulations.

(*) In some circumstances follow-up activities may take place before the formal
closure of the investigation stage.

(°) Institutions, bodies, offices and agencies.
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« External investigations: External investigations are
administrative investigations outside the Community
institutions and bodies for the purpose of detecting
fraud or other irregular conduct by natural or legal per-
sons. They may be carried out under either horizontal or
sectoral legislation. Cases are classified as external inves-
tigations where OLAF is providing the majority of the
investigative input.

« Coordination cases: OLAF contributes to and focuses
investigations carried out by national authorities or other
Community departments by facilitating and stimulating
the gathering and exchange of information and contacts,
as well as by encouraging authorities to work together
through coordinated action. This ensures operational
synergy between the relevant national and Community
departments.

« Criminal assistance cases: Criminal assistance cases are
cases within the legal competence of OLAF in which com-
petent authorities of a Member State, candidate country
or third country carry out a criminal investigation and
request OLAF’s assistance or OLAF offers its assistance.
No investigation activities may be undertaken.

C. When the Board recommends
not to open a case

If the Board is of the opinion that a case should not be
opened, it may recommend either undertaking a monitor-
ing action or classifying the matter as a ‘non-case’:

o Monitoring action: OLAF may decide not to open
an external investigation but rather to monitor inves-
tigations carried out by national authorities, when the
financial interests of the European Community are at
stake. Monitoring actions are those where OLAF would
be competent to conduct an external investigation, but

in which a Member State or other authority is in a bet-
ter position to do so (and is usually already doing so).
Monitoring actions are passed directly to the authority
deemed competent to handle them. No OLAF investiga-
tion resources are required, but, as the interests of the
EU are at stake, OLAF will follow up with requests for
reports on developments at regular intervals. Updates
would normally be requested at least once every six
months. Once a monitoring action has been opened,
control of this action within OLAF passes directly to the
appropriate follow-up unit. If the follow-up units con-
sider that there are indications that the Member State or
other authority is not dealing with an individual case in
an appropriate way, then the matter should be referred
back to the operations directorate with a clear recom-
mendation for re-evaluation on the basis of specific facts.
No investigation activities may be undertaken.

« Non-cases: A matter is classified as a non-case where
there is no need for OLAF to take any investigation,
coordination, assistance or monitoring action. Non-
cases result from evaluations that conclude that EU
interests appear not to be at risk from irregular activity,
or other relevant factors indicate that no case should be
opened. This process may result in the transmission to
Member States of information about possible offences
not related to the protection of EU interests.

Where information is received which clearly and unequiv-
ocally does not fall within the competence of OLAF, then
the responsible Head of Unit may propose not to refer
the information for evaluation. This information does not
reach the Board and is classified as a ‘non-case prima facie’.
This is what is known as the simplified procedure.

The diagram below presents the whole process from the
initial stage in which the information is received by OLAF
to the final stage in which the decision is adopted by the
Director-General.

[ Evaluation of incoming information ]

Executive Board

[ Non-case prima facie

[ Recommends the opening of a case ] [ Recommends not opening a case ]
Internal investigation case ] —[ Monitoring action ]
External investigation case —[ Non-case ]

Criminal assistance case

INNNI

Coordination case ]
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1.5. The Case Management System
(CMS)

The CMS is used by operational staff to manage oper-
ational cases and related activities. The system contains
information relating to OLAF’s new, ongoing and closed
operational cases. It is the primary source of operational
information within the Office; this information is also used
for intelligence and management purposes. Monthly man-
agement reports are produced and circulated to the man-
agement team. These reports were restructured in 2006
to allow managers to focus on key performance indica-
tors, which were revised after the recommendations of the
European Court of Auditors (ECA) in its report 1/2005.

The CMS consists of the following modules:

« The Case Module provides a single source of case-related
information covering the work of all operational and fol-
low-up units. Case handlers can use this part to manage
their cases through each operational phase, to generate
standard letters and notes and to organise electronically
all case-related documents.

« The Intelligence Request Module is used to manage all
requests to the intelligence units, including both those
originating from within OLAF and those originating
from external partners.

« The Investigations and Operations Board Module (see
paragraph 1.4) is used by the management team to man-
age weekly meetings of the Investigations and Oper-
ations Executive Board. It facilitates preparation, circu-
lation and follow-up of documents.

o The Mutual Assistance Module is split into two sub-
modules: the first is used to organise and record the
information OLAF sends to the Member States, and to
show the progress of investigations that take place in
the Member States; the second is an address book that
records the names and coordinates of the various contact
persons in the Member States and third countries.

o The Legal and Judicial Advice Module is used to manage
and record internal requests for legal advice. This mod-
ule enables case handlers to request advice on specific
cases and gives the legal experts access to the relevant
case file, thus ensuring that advice can be based on a full
understanding of all the issues concerned.

o The Greffe Library Module is used to manage the trans-
mission of original case-related documents within OLAF.
These documents are normally retained centrally by the
OLAF Grefte under the supervision of the Document
Management Officer.

Access to the data contained within the CMS is strictly
controlled.
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1.6 Reform of Regulation (EC)
No 1073/1999 of the European
Parliament and of the Council
of 25 May 1999 concerning
investigations conducted by the
European Anti-Fraud Office (OLAF)

European Parliament and Council Regulation (EC)
No 1073/1999 and Council Regulation (Euratom)
No 1074/1999 confer on OLAF both powers to conduct
internal investigations and all of the Commission’s powers
to conduct external investigations.

On 24 May 2006, the Commission adopted a proposal
for the amendment of this regulation (7). This proposal is
aimed at improving the governance and effectiveness of
the Office and its procedures. It is currently being exam-
ined by Parliament and the Council under the co-decision
procedure. Revision of OLAF’s legal framework should
strengthen the legal basis and procedural safeguards for
the activities of the Office.

1.7. The implementation of
recommendations made by
the European Court of Auditors
in its report on the European
Anti-Fraud Office

Special report No 1/2005 (8), concerning the manage-
ment of the European Anti-Fraud Office, adopted by the
Court of Auditors on 9 June 2005, put forward a number of
recommendations for improving of the organisation and
working methods of OLAF and 2006 was the first com-
plete year after the adoption of this report. OLAF made
considerable effort to address the challenges identified by
the Court, and a large part of the recommendations have
already been implemented.

The organisational structure of OLAF has been changed
to enable it to focus on core activities and to improve
the management and supervision of its operational work
(see paragraph 1.3). In order to enhance the efficiency of
operations and investigations, OLAF has refined perform-
ance indicators against which the achievement of objectives
is measured and has improved operational statistical data
and final reporting. Actions are also being taken to control

(") Proposal for a Regulation of the European Parliament and of the Council
amending Regulation (EC) No 1073/1999 concerning investigations conducted by
the European Anti-Fraud Office (OLAF) COM(2006) 244 final.

(*) Special report No 1/2005 concerning the management of the European
Anti-Fraud Office (OLAF), together with the Commission’s replies, OJ C 202,
18.8.2005.
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the average duration of cases. The limited strategic intel-
ligence resources are being targeted at the identification of
high risk sectors where new cases may be identified. Train-
ing, particularly of investigators, has been increased.

Some issues remain to be tackled in 2007. These include
reassignment, within the European Commission, of the
financial follow-up function to the authorising Direct-
orates-General in order to allow better use of OLAF’s
resources for achievement of its key objectives; introduc-
tion of the time management system for the whole Office to
measure better the staff’s actual workload as well as prop-
erly to align the workload (put in place on 1 April 2007);
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and definition of investigative procedures in the new OLAF
Manual (see Annex IT). An agreement was reached early in
2007 with the Commission and with the relevant staff asso-
ciations on a package of measures to ensure the stability of
staffing, notably through making indefinite contracts avail-
able to OLAF temporary agents in certain circumstances.

The implementation of a number of other actions recom-
mended by the Court will depend on the adoption of the
reform of Regulation (EC) No 1073/1999 (see paragraph
1.6 above).
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2. Statistical trends in operational
activities (2002—06) (°)

2.1 General trends (°)

The volume of information received by OLAF has risen
steadily since 2002. In parallel, the average length of the
standard evaluations by the Board is declining overall.
Since the introduction of the simplified procedure for
‘non-cases prima facie’, more information is assessed in
less time. The Board is more efficient because it is only
required to assess substantive information.

For the first time the number of OLAF’s own investiga-
tions equals the number of cases in which OLAF assists
national authorities. The trend observed is that OLAF’s
activity is moving gradually towards areas in which Mem-
ber States do not exercise specific responsibilities. Direct
expenditure cases (including external aid) represent a sig-
nificant and growing proportion of the new cases opened
by OLAF over time.

The proportion of cases closed with follow-up has increased
which is also an indicator that OLAF is focussing increas-
ingly on substantive cases. The majority of follow-up work
still concerns financial recovery and judicial activities
which accounted for more than 70 % of the total follow-
up activities undertaken by OLAF in 2006. However, the
number of administrative follow-up (*°) cases is gradually
increasing.

More informants are coming forward. The number of
referrals from this source increased by 10 % in 2006. This
encouraging trend may be interpreted as the result of an
improved perception of OLAF among the general public.

2.2 Trend analysis

Table 1 shows the level of incoming information over the
past five calendar years. There is a difference in the data on

(°)  The last five calendar years (2002-06) have been chosen as a reference period
for identifying the main trends in OLAF’s operational activity.

(") An explanation of administrative follow-up is provided in paragraph 3.4.1.
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incoming information this year as the accounting conven-
tion has been changed in relation to previous reports in
order to remove duplicate information.

The volume of information received has steadily increased
since 2002. The volume of information rose for the fourth
consecutive year but not as significantly as in the previous
year. This rise has also been supported by an increase in
referrals from the general public detailed in Table 11 of
this report.

Table 1: Number of initial items of information
received per year

2002 2003 2004 2005 2006

529 559 662 802 826

Each initial information item received is subject to a pro-
cess of evaluation. The purpose of an evaluation is to ana-
lyse the information received by OLAF in order to make
a recommendation as to whether a case should be opened
and, if so, which category of case.

The evaluation period is calculated from the date of receipt
of the information to the point when the Board makes its
recommendation to the Director-General. The declining
number of evaluations by the Board should not be inter-
preted as a decline in its activity. On the contrary, as shown
by Figure 1, this is due to the introduction of the ‘simplified
procedure’ explained earlier (see paragraph 1.4).

Figure 2 confirms the positive trend in the consistent
reduction in the average length of standard evaluations in
relation to years 2002 and 2003. It fell from 10.6 months in
2002 to 5.2 months in 2006. This shows that resources are
being better utilised to evaluate information in respect of
which OLAF has a clear competence. The increase in the
average duration of the evaluations from 2005 was to be
expected because the Board has dealt with more substan-
tive and serious cases since the introduction of the simpli-
fied procedure in 2004.

Table 2 below shows the type of decisions taken at the end
of the evaluation stage. While the number of decisions
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Figure 1: Number of evaluations including and excluding ‘non-case prima facie’ () information completed in

each calendar year
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—@— Evaluation completed including
300 ‘non-case prima facie’
200 Evaluation completed excluding

‘non-case prima facie
100
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(") The ‘non-case prima facie’ was introduced in 2004.

Figure 2: Average duration in months of evaluations excluding ‘non-case prima facie’ information in each

calendar year
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2002 2003

adopted declined over time, the share between the differ-
ent types of cases shows that OLAF is tending to concen-
trate on its own investigations, rather than simply assisting
national authorities. Opening decisions in coordination
and criminal assistance cases are still tailing off over the
five years as shown below. The increasing number of moni-
toring actions is an indicator of closer cooperation with the
relevant authorities in the Member States.

‘Non-case’ decisions under standard evaluation procedure
fell from 273 in 2005 to 210 in 2006 (256 in 2004).

Table 2 overleaf shows that 195 cases were opened in 2006
(internal, external, coordination and criminal assistance).
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As shown in Table 3, a significant proportion of the new
cases opened in 2006 related to the direct expenditure area
of the EC budget (65 cases out of 195 cases, i.e. one in
three cases). This overall figure seems to confirm the trend
that OLAF’s activities are moving towards areas in which
Member States do not exercise specific responsibilities.
For organisational purposes, cases involving funds directly
managed by the Commission (or, occasionally, other EU
bodies) are divided into two categories: ‘direct expend-
iture’ within Member States and ‘external aid’. Although
there was a sharp increase in the number of cases in the
external aid area, ‘direct expenditure’ cases fell significantly
in relation to 2005 as shown by Table 3.
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Table 2: Decision taken at the end of the evaluation stage in each calendar year

Type of decisions 2002 2003 2004 2005 2006
Internal investigation case 50 27 23 40 37
External investigation case 158 127 87 121 112
Coordination case 107 86 81 36 26
Criminal assistance case 49 68 28 17 20
Monitoring action 28 39 29 42 59
Non-case 178 261 256 273 210
Investigation created in IRENE 78 19 0 0 0

Total

The investigations created in IRENE refer to cases which had been classified in UCLAF’s IRENE database.

Table 3: Number of direct expenditure and external
aid cases opened

Sector 2002 2003 2004 2005 2006
Direct expenditure 39 23 23 28 11
External aid 95 56 30 36 54

This trend is borne out by Table 4 which shows external
investigations, cases opened in which the cooperation of
Member States is essential, and monitoring actions. For
the first time the number of OLAF’s external investiga-
tions equalled the number of cases in which OLAF assisted
national authorities, including monitoring actions.

Table 4: Ratio between cooperation cases with
Member States, including monitoring actions, and
cases ‘owned’ by OLAF in the sectors of agriculture,
customs and Structural Funds by calendar year

Investigation type 2002 2003 2004 2005 2006
Coordination cases 106 86 81 36 26
Criminal assistance case 27 40 14 10 7
Monitoring actions 14 15 21 25 22

67% 69% 76% 59% 50%
External investigation 73 64 37 50 55
cases

3% 31% 24% 41% 50%

Total

Table 5 below shows that the number of cases completed
has been declining over time and that the average duration
of the active stage increased slightly from 24 months to
27 months in 2006. OLAF has taken action to monitor the
duration of its investigations although a significant part
of this duration is due to factors which are out of its con-
trol. Since the introduction of the ‘simplified procedure’
in 2004 along with other changes in operational policy the
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decision to open a case is targeted more and more on the
most serious cases, which are often very complex and take
a long time to finalise.

Table 5: Cases completed and duration of active
stage completed in each calendar year

2002 2003 2004 2005 2006
Cases completed (') 668 500 339 233 216
Average duration 37 24 22 24 27

(months)

(') The statistics on duration of active stages only include those stages closed in
the reporting period. They do not include estimations for those stages which are
ongoing at the end of the year.

Table 6 shows the number of cases closed with and with-
out a follow-up recommendation at the end of the open
stage of the case. The proportion of cases closed with
follow-up is still growing. Cases closed with follow-up
accounted for more than 60 % in 2006. This is a positive
development which demonstrates a proportional increase
in substantive results from OLAF’s operational and inves-
tigative work.

Table 6: Cases closed with or without follow-up in
each calendar year

Type of closure 2002 2003 2004 2005 2006
Follow-up 290 205 157 133 132
No follow-up 380 288 182 100 84

Grand total

The result of a case may involve several types of follow-
up activity: administrative, financial, legislative, judicial
or disciplinary. Table 7 demonstrates how many follow-up
activities are related to the cases closed in each of the last five
years. For instance, for the 132 cases closed with follow-up
in 2006, 249 follow-up activities have commenced. This is
due to the fact that there can be more than one follow-up
activity for each case.
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Table 7: Cases closed with follow-up showing type(s) of follow-up opened

Type of closure 2002 2003 2004 2005 2006

Cases closed with follow-up 290 205 157 133 132
Administrative 29 29 42 45 60

Disciplinary 12 5 5 9 10

Financial 233 144 94 93 102

Judicial 157 132 115 91 76

Legislative

The bulk of follow-up work concerns financial recovery
and judicial activities. These account for over 70 % of the
follow-up activities undertaken. There is however a con-
stant upward trend in administrative follow-up cases (see
paragraph 3.4.1). Such cases accounted for almost 25 % of
the total follow-up actions in 2006 compared with less than
10 % just three years ago (2003).

For monitoring actions a similar pattern of activity emerges
as indicated in Table 8. The importance of the administra-
tive follow-up is also increasingly significant. As explained
in paragraph 1.4, monitoring actions, introduced in 2002,
are those where OLAF would have the legal competence
to conduct an external investigation but where a Mem-
ber State or other authority is in a better position to do
this. These cases are passed directly to the relevant author-
ity for completion. No OLAF investigation resources are
required. One or more OLAF follow-up units will moni-

tor progress. The number of monitoring actions in 2006
almost doubled in relation to 2004. This trend is explained
by the improved cooperation with the relevant authorities
in the Member States.

Follow-up is in most cases the responsibility of the rele-
vant national authorities. Table 9 shows the number of
cases and respective follow-up activities completed in each
year. The follow-up paths are closed after the national or
disciplinary authorities have taken their decision and it
has become definitive. Therefore, completion of follow-up
depends to a large extent on the input of those authorities.
As OLAF made major efforts to close follow-up actions
during 2004 and 2005, the number of closed actions came
down in 2006 to a more normal level.

Table 10 shows the annual breakdown of financial recovery
completed in the last five calendar years. In addition to the

Table 8: Monitoring actions opened showing type(s) of follow-up opened

Type of closure 2002 2003 2004 2005 2006
Monitoring actions 28 39 29 42 59
Administrative 7 1 6 7 19

Financial 16 20 9 21 34

Judicial 1 22 21 32 47

Legislative

Table 9: Completion of follow-up showing type(s) of follow-up closed

Type of dlosure 2002 2003 2004 2005 2006

Cases with follow-up completed 11 22 83 87 59
Administrative 3 2 10 17 12

Disciplinary 2 2

Financial 18 58 64 37

Judicial 4 7 31 36 26

Legislative

Total follow-up activities
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EUR 113 million recovered as a result of closed follow-up
actions, an additional EUR 336 million has been recovered
in respect of follow-up actions which are still ongoing. By
way of comparison, the cost of running OLAF was around

EUR 50 million in 2006 (cf. paragraph 6) and the pro rata
cost of OLAF’s operational functions, at 70 % of this fig-
ure, was about EUR 35 million (equivalent to 0.03 % of
the EC budget).

Table 10: Breakdown of amounts recovered in million EUR in each calendar year

Follow-up ongoing at

Major sector 2002 2003 2004 2005 2006 the end of 2006
Agriculture (') 0.000 0.000 0.065 14.201 1.175 134.555
Structural Funds 0.726 1.469 192.584 95.172 17.219 146.314
Cigarettes 0.000 0.000 0.000 0.000 0.000 0.736
Customs 0.000 0.035 1.578 2977 0.130 21.323
VAT 0.000 0.000 0.000 59.972 0.000 29.714
Direct expenditure 0.055 0.348 1.975 0.161 0.376 0.287
External aid 0.005 0.826 2.010 31.773 92.750 1.853
EU institutions 0.000 0.000 0.038 0.000 2.080 0.160
EU bodies (%) 0.000 0.000 0.000 0.000 0.080 1.599

Total

(
(
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') Agriculture includes also ‘alcohol’ and ‘trade’ categories from the previous year’s reports.
%) The sector EU bodies is a new category which merges ‘Eurostat’ and ‘Multi-agency investigations’ sectors from the previous years’ reports.
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3. Operational activities in 2006

3.1. Incoming information

OLAF received 826 new items of information in 2006
(see Table 11). Evaluations commenced for 464 of these
cases (see Figure 1). The remainder were either treated
under the simplified procedure as ‘non-cases prima facie’
(300 cases in 2006) or the information was found to relate
to existing cases.

Table 11 below shows the breakdown by main sources of
the initial information received in 2006.

Table 11: Distribution of initial information received
by source

European Commission 258
Freephone 26
Informants 397
Member States 105
Other EU institutions 19
Others 21

In relation to 2005, 2006 saw a 10 % increase in receipt
of information from informants. As this source of infor-
mation had already increased in 2005 the new figures are
encouraging, showing an increased awareness of the com-
petence of the Office among the general public. The other
significant categories (information from EU institutions
and Member States) remained broadly stable.

Informants include witnesses — anonymous sources,
media and trade sources — and whistleblowers. In this
context a whistleblower is a member of staff of a Commu-
nity body who, in the course of or in connection with the
performance of his or her duties becomes aware of facts
which indicate either possible illegal activity falling under
the competence of OLAF or serious failure by an official to
comply with his or her professional obligations, and who
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then reports these facts to OLAF. In 2006 OLAF received
no information from whistleblowers.

Figure 3 below analyses the initial information received in
2006 by OLAF sector. The proportion is roughly the same
as that obtained in 2005. A slight increase in the volume of
information received is however to be noted in the exter-
nal aid area.

Figure 3: Initial information received in 2006 by OLAF
sector

— Customs

Direct expenditure —
48 (6 %)

54 (7 %)

EU institutions
233 (27 %)

Structural Funds
156 (19 %)

|~

Agriculture
106 (13 %)

— Cigarettes, precursors
& VAT
516 (39 %)

External aid
203 (25 %)

Figure 4 below shows the distribution of initial informa-
tion in relation to activities in third countries. The pat-
tern is similar to that of previous years. Africa and Asia
still represent more than half of all the initial information
received.
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Figure 4: Distribution of initial information received Figure 5: Decisions taken during 2006
concerning third countries by geographical region _ Internal _ Coordination case
— Asia South America — investigation case 26 (6 %)
53 (30 %) Disciplinary 116 %) 378%)
. 41 (3 %)
Middle East Criminal
12 (7 %) Russian assistance case
Federation 20 (4 %)

gy _
b

Non-case _|
210 (45 %)

H Africa — L
Central 47 (26 %)
America L_ Monitoring case External
Europe 7 (4 %) North America 59 (13 %) investigation case
26 (14 %) 8 (4 %) 112 (24 %)
As described earlier, the Investigations and Operations Table 12 below provides details of the opening decisions
Executive Board analyses the information received by taken in 2006 by OLAF sector. The total number of open-
OLAF in order to recommend to the Director-General ing decisions fell by around 10 % compared with 2005
whether or not a case should be opened. Figure 5 shows a (from 215 to 195). The 2006 figures confirm the distinct
breakdown of the number of decisions to open and not to shift in new OLAF casework observed last year away from
open a case in 2006. The proportion is also very similar to coordination and assistance work towards OLAF’s own
that observed in 2005. investigations. This is driven by three factors: a reduc-

Table 12: Opening decisions taken in 2006 by sector and type of decision

- . External
. .. Criminal assistance . .. Internal
Major sector Coordination case investigation . L,
case ; investigation case
case ()
Agriculture 9 1 14 0 24
Structural Funds 1 2 25 0 28
Cigarettes 5 2 0 0 7
Customs 8 0 16 0 24
VAT 2 2 0 0 4
Direct expenditure 0 2 9 0 11
External aid 0 10 44 0 54
EU institutions () 0 1 2 32 35
EU bodies () 0 0 2 5 7
Precursors 1 0 0 0 1

(') External investigation cases within the sectors EU institutions and EU bodies relate to cases in which third parties, i.e. contractors, are involved.
() External investigation cases within the internal investigations sector relate to cases in which third persons are involved along with EU officials.
()  The sector EU bodies is a new category which merges ‘Eurostat’ and ‘Multi-agency investigations’ sectors from the previous years’ reports.
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tion in the number of cases opened in the agriculture sec-
tor (64 in 2004, 35 in 2005); an increase in those opened
in internal investigations (20 in 2004, 34 in 2005); and a
change in the types of cases opened in the Structural Funds
sector (11 external investigations were opened in 2004 and
24 in 2005).

Figure 6 shows the geographical breakdown of new case
records. One case record may relate to more than one
country as cases can have a transnational dimension. A
proportionally higher occurrence of cases is to be expected
in Belgium in proportion to its size, population and receipts
from the EC budget given that it is the seat of the largest
European institutions. The vast majority of the internal
investigations are undertaken within this country.

Figure 7 shows the same details for the two acceding
states in 2006, Bulgaria and Romania, and the three can-
didate countries: Turkey, Croatia and the former Yugoslav
Republic of Macedonia (FYROM). The difference in the
number of case records between these two groups of coun-
tries is due not only to the difference in the amounts of the
financial allocations granted but also to the establishment
of Anti-Fraud Coordination Structures within Bulgaria
and Romania (AFCOS). Similar structures are expected
to be set up in the candidate countries in the coming years.
The significant difference between Bulgaria and Romania
is due not only to the differences in the global amount
allocated to each country but also to the good cooperation
of Romania in providing OLAF with initial information
about possible cases of fraud.

Figure 6: Distribution of new case records created in 2006 by Member State
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Figure 7: Distribution of new case records created in 2006 by accession or candidate country

80

70

60

50

40

30

27

20

4
I

Croatia

Bulgaria

2

former Yugoslav

Romania

Turkey

Republic of Macedonia

ph710252_INT_EN.indb 35

4/01/08 11:03:30



REPORT OF THE EUROPEAN ANTI-FRAUD OFFICE — SEVENTH ACTIVITY REPORT FOR THE PERIOD 1 JANUARY T0 31 DECEMBER 2006

3.2. General statistics on case records
and investigative activity

Table 13 provides an overview of the active cases and cases
under evaluation by sector at the end of 2006. It includes
a breakdown of cases under standard evaluation by OLAF
sector.

Table 14 provides a snapshot of all active cases at the end
of 2006 showing the instances where Member States and

acceding/candidate countries are involved. More than one
country is possible per case record. The figures indicate
each occurrence of a country.

Table 15 shows the number of cases closed by sector. They
declined slightly from 233 in 2005 to 216 in 2006. As high-
lighted earlier more cases were closed with follow-up rec-
ommendations than without for the second consecutive
year.

Table 13: Active cases by type and cases under evaluation at the end of 2006

L. . External Internal
. Coordination Criminal X L . L .
Major sector . investigation investigation Total Evaluation
case assistance case
case case
Agriculture 26 1 38 0 65 28
Structural Funds 3 7 36 0 46 69
Cigarettes 22 5 3 0 30 2
Customs 29 0 41 0 70 24
VAT 4 7 0 0 1 1
Direct expenditure 0 5 35 0 40 24
External aid 0 10 68 0 78 85
EU institutions 0 6 3 59 68 37
EU bodies 0 0 12 10 22 12
Precursors 1 0 0 0 1 3
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Table 14: Active cases at the end of 2006 by Member State and candidate country

321440 ANYY4-ILNY N¥3d04N3 FHL 0 140d3Y

Status of country Country Agriculture  Cigarettes Customs Dlreft EUbodies  Externalaid . Int-erna‘l Precursors Structural VAT Total
expenditure investigations Funds
Belgium 12 4 6 4 1 33 2 4 66
Czech Republic 1 1 1 1 1 1 6
Denmark 1 2 1 3 7
Germany 5 11 16 7 1 1 8 49
Estonia 2 1 1 2 6
Ireland 1 2 2 5
Greece 8 3 2 3 4 6 26
Spain 7 3 6 5 1 1 10 37
France 1 3 7 3 6 4 6 32
Italy 9 5 6 6 6 9 1 13 7 62
Cyprus 6 6
Latvia 1 4 5
Member State Lithuania 3 1 1 5
(2006)
Luxembourg 1 2 2 5 10
Hungary 1 1 1 1 4
Malta 1 1
Netherlands 6 6 9 2 4 27
Austria 2 2 1 1 7
Poland 1 3 1 2 7
Portugal 3 2 1 4 10
Slovenia 4 1 1 1 1 8
Slovakia 1 1 2
Finland 1 1 1 1 1 5
Sweden 3 1 6
United Kingdom 5 7 7 3 1 2 3 3 31
Acceding Bulgaria 5 2 1 2 1 11
countries Romania 2 1 1 15 24
. Croatia 1 2
f:::t':';te FYROM 3 5
Turkey 2 3 1

Grand total
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Table 15: Cases closed in 2006 by sector

Major sector Follow-up  No follow-up Total
Agriculture 26 19 45
Structural Funds 22 4 26
Cigarettes 5 5 10
Customs 17 6 23
VAT 5 7 12
Direct expenditure 9 9 18
External aid 31 12 43
EU institutions 14 12 26
EU bodies 3 10 13

Table 16 provides a snapshot of all registered cases by
stage at the end of calendar year 2006. The total number
of valid case records is 5988. This number includes
1421 UCLAF (') cases created before 1 June 1999.

Table 17 shows the historical estimated financial impact
of OLAF cases by sector and by stage at the end of 2006.
‘Open’ denotes those 430 cases in their active stage.
‘Closed’ represents cases in follow-up, including monitor-
ing actions; closed without follow-up and where follow-
up is completed. The overall estimated financial impact of
cases is way over EUR 1 billion in each of the areas of the
Structural Funds, agriculture and cigarettes.

(") UCLAF (Unit for the Coordination and Fraud Prevention) was OLAF’s
predecessor up to 1999.

Table 16: Distribution of all cases by stage at the end of 2006

Evaluation
of incoming
information

Non-case

. ’ Non Cases
prima facie

Monitoring

285 647 165 1335

Opened

Closed with
follow-up

Closed without
follow-up

Follow-up

completed

2064 799 262 5988

Table 17: Financial impact of open and closed OLAF
cases at the end of 2006

Open Closed Total
(million EUR) (million EUR)  (million EUR)

Agriculture 202.7 12413 1444.0
Structural Funds 192.9 14138 1606.7
Cigarettes 315.6 1004.5 1320.1
Customs 284.4 705.4 989.8
VAT 148.9 578.9 727.8
Direct 182.4 85.6 268.0
expenditure
External aid 109.7 241.7 3514
EU institutions 301.0 243.2 544.2
EU bodies 1.2 108.5 109.7
Precursors 0.0 0.0 0.0

3.3 Caserecords and investigative
activity by sector

3.3.1 Internal investigations

As shown earlier in Table 13 the internal investigations
workload totalled 68 open cases and 33 items of informa-
tion under evaluation at the end of 2006. The number of
open cases remained stable overall in relation to the prev-
ious year.
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Table 18 indicates the institutions involved in these inter-
nal investigation cases. As the European Commission
manages by far the greatest part of the EC budget and
accounts for most EU officials and other staff it appears
most frequently. As an internal investigation may involve
more than one institution the total number of cases classi-
fied by institution (80) is higher than the number of inter-
nal active cases (68).

The quality of initial information and the degree of detail of
supporting documents have improved over time. Informa-
tion is received and exchanged faster and more efficiently.
Cooperation with the institutions has improved signifi-
cantly.

Table 18: Internal investigations under evaluation
and active stage at the end of 2006

Evaluation Active cases Total
Committee of the 0 2 2
Regions
Council 1 3 4
Economic and Social 0 1 1
Committee
EU agencies 0 1 1
European 27 69 96
Commission
European Parliament 5 4 9

Total

24/01/08 11:03:31



REPORT OF THE EUROPEAN ANTI-FRAUD OFFICE — SEVENTH ACTIVITY REPORT FORTHE PERIOD 1 JANUARY T0 31 DECEMBER 2006

Case study: Fraud by an accountant in an EC Delegation

The Commission’s services informed OLAF that a verification of the accounts of an EC delegation had
found that several payments had apparently been made for the rent of the delegation’s offices for a
single period. In the light of this information OLAF opened an internal investigation into the conduct of
the delegation’s accountant, a member of the local staff.

Based on OLAF's investigation into this conduct, the EC funds improperly diverted by the accountant
were calculated to be in excess of EUR 350 000.

As a result of OLAF's investigation, the Commission dismissed the accountant on grounds of serious
misconduct. In addition, OLAF recommended referring the matter to the judicial authorities of the
country concerned. Actions is being taken to recover the amounts unduly paid.

This case shows the importance of OLAF’s powers to operate within the EU institutions anywhere in the
world and to liaise with the relevant national authorities.

Case study: False statements made by EC staff in order to qualify for
weighting of a portion of their salaries

Traditionally, the remuneration regime for EU staff provided for an element of their salary to be paid
in their countries of origin or countries where they had financial commitments, subject to ‘corrective
coefficients’ reflecting differences in the cost of living between the country of employment and the
other country. In other words, officials were entitled if they met the conditions of the scheme to remit
money to another country at a favourable exchange rate at the employing institution’s expense. The
coefficients were greatly reduced when the current Staff Regulations came into effect on 1 May 2004.
However, entitlements which existed at the date were phased out over a period of four years. Existing
entitlements were defined as those in respect of which at least one regular payment had been made
before 1 May 2004.

OLAF received a copy of a report written by a former internal auditor of the Committee of the Regions,
in which it was alleged that a number of employees of that body had set up financial obligations in
countries benefiting from a high corrective coefficient, in order to be paid a proportion of their salaries
in those countries.

OLAF opened an internal investigation. The persons concerned were nine officials who appeared to have
made irregular declarations aimed at obtaining the application of the corrective coefficient to a part of
their salaries as well as five officials who authorised the apparently irregular requests. Three officials fell
into both categories.

OLAF reviewed relevant documentation and conducted interviews. At the conclusion of the investigation
OLAF reported five officials to the Belgian judicial authorities. OLAF also recommended that the institution
take disciplinary measures in relation to the officials involved and that payments made to eight officials
be recovered.
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3.3.2. Direct expenditure
(excluding external aid)

Direct expenditure (excluding external aid) includes all the
programmes and actions which are managed by the Com-
mission under the so-called ‘centralised management’ sys-
tem in Article 53(1)(a) of the Financial Regulation.

Case study: Rehabilitation of a power station in Serbia

A private consortium was involved in the major overhaul and rehabilitation of a power station in Serbia
funded and managed by the European Agency for Reconstruction (EAR). In July 2004 OLAF received a
note from the European Court of Auditors (ECA) relating to possible double invoicing. The company
which was supposed to issue the final Work Acceptance Certificate had informed the EAR that the
invoices and reports submitted by the consortium were inconsistent, dubious and difficult to reconcile.
The alleged financial impact was estimated to be EUR 300 000.

OLAF's investigations demonstrated that multiple accounting and invoicing of work components had
occurred. Thanks to these findings the EAR avoided paying any more than the amounts properly agreed

on the contract.

As there had been an attempt to commit fraud OLAF transmitted the file to the competent Prosecutor’s
Office.

Case study: Forged bank guarantees

An Italian company provided several bank guarantees in the context of the performance of six contracts
in the Balkans region, again managed by EAR. There were serious suspicions that the guarantees had not
in fact been issued by the banks as claimed by the company.

The external investigation opened by OLAF in cooperation with the Italian Guardia di Finanza concluded
that the guarantees were fake. The Office decided to refer the case to the competent judicial authorities
which subsequently launched a criminal investigation. This illustrates the importance for OLAF of
cooperation with national competent authorities.

The chief executive of the Italian company resigned. EAR is considering a claim for compensatory
damages. While there is no direct damage to the EC budget, OLAF’s investigation proved valuable in
detecting this criminal behaviour contrary to Community law and which put the EC budget at risk.

40
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Case study: Fraud in several EC-funded projects in Spain

OLAF received information about possible fraud committed by a company which was participating in
various projects financed by the EC in Spain. This information stated that the money was kept by the

manager and the projects had not been completed.

The first checks established that the company had benefited from several European projects. OLAF
confirmed the veracity of the information received by detailed analysis of the various statements of
costs as declared by the company, a systematic cross-check of available national administrative data,
and interviews with employees. The damage to the European budget amounted to EUR 1 million. The
information has been passed on to the Spanish judicial authorities. Judicial proceedings have been

launched.

3.3.3. Pre-accession funds

Table 19 shows the number of cases opened in the new
Member States and the candidate countries relating to pre-
accession financial assistance (Phare, ISPA and SAPARD).
For the 10 new Member States, all the cases refer to com-
mitments made before their accession to the European
Union on 1 May 2004.

It is to be noted again that most of the cases concern Ro-
mania (14). This is due not only to the fact that some 61 %
of the pre-accession assistance in 2006 (EUR 2.9 billion)
was granted to Bulgaria and Romania but also, as explained
earlier, to the good cooperation of Romania in providing
information on the suspected cases of fraud.

Table 19: Cases opened in 2006 concerning new Member States, acceding and candidate countries in the area

of pre-accession funds.

Code Country involved No of cases
BG Bulgaria 2
Yy Cyprus

cz Czech Republic

EE Estonia 1
HR Croatia

HU Hungary

LT Lithuania

Lv Latvia

MK FYROM

MT Malta

PL Poland 1
RO Romania 14
SI Slovenia

SK Slovakia

TR Turkey 2
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Case study: Fraud in a project financed by Phare in Romania

A project to train a group of young disabled workers in a clothing factory was financed by the financial
instrument, Phare, in Romania. In February 2005, a Romanian citizen filed a declaration at the EC
Delegation in Bucharest, complaining about alleged fraud and irregularities in this project.

On the basis of this information, OLAF and the Romanian department for the fight against EU fraud, DLAF,
jointly carried out an on-the-spot check. The objectives of this joint check were to shorten the duration
of the investigation, to increase the effectiveness of the investigation by making use both of the powers
of OLAF and of the powers of Romanian authorities and to ensure that the evidence gathered could be

used directly in a criminal proceeding in Romania.

The investigations confirmed the irregularities. As there was a suspicion of fraud the case was passed
on to the judicial authorities in Romania. OLAF is following up the further developments of the case in

that country.

3.3.4. External aid

The European Union is the largest provider of develop-
ment and humanitarian aid in the world. Development
cooperation accounted for EUR 2.3 billion and humani-
tarian aid for EUR 0.7 billion in the 2006 budget. In addi-
tion, EUR 1.3 billion was devoted to the European Neigh-
bourhood Policy. In addition, the EU was also last year
involved in action in response to unforeseen needs, such
as the reconstruction efforts in the tsunami-hit regions in
Asia, actions in Iraq and Afghanistan, and compensations
to ACP countries following the recent reforms in the sugar
sector.

External aid is one of the traditional areas for OLAF’s so-
called ‘own’ investigations. OLAF therefore plays a crucial
role in preventing and detecting fraud in this field by work-
ing in partnership with other Commission departments
— notably the Europe Aid Cooperation Office (AIDCO)
and the European Community Humanitarian Aid Office
(ECHO) — and also with international partners.

Figure 8 shows OLAF cases opened in cooperation with
other Commission departments in 2006 by geographical
region. Africa remains the most significant region of inter-
est for OLAF casework, accounting for nearly 50 % of the
cases opened.

Figure 8: External aid cases opened in 2006 by geographical region
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In the external aid sector OLAF investigators often encoun-
ter modus operandi typical of organised fraud. Some of
the risks that make such fraud possible are shortcomings
in coordination between the different global and inter-
national donor organisations. Such shortcomings affect
the allocation of grant aid, auditing, monitoring, evalua-
tion and the operation of warning systems. The abundance
of different projects, programmes, NGOs, organisations
and foundations, combined with the fact that many of
these operate in different legal environments and finan-
cial systems, makes coordinating and supervising the aid
a challenging task. Moreover, many organisations look for
multiple sources of financing in order to implement their
projects. Unfortunately, there is no general information or
verification infrastructure which could prevent different
cases of double financing of projects.

OLAF investigators encounter various challenges in their
daily investigative work in the aid sector. These mainly con-
cern the exchange of evidence, communication and coop-

Case study: Human rights project

eration. These challenges have not only caused technical
and organisational problems but have adversely influenced
the duration and efficiency of operational work. OLAF’s
cooperation with a number of bodies, particularly national
authorities, Commission departments and the depart-
ments of the international donor organisations responsi-
ble for spending money on aid projects would benefit from
further development.

The forum in which the problem of better cooperation is
discussed is the Conference of International Investigators.
All the main donor organisations — the World Bank, IMF,
UN and others, as well as the Commission — are repre-
sented (OLAF represents the Commission). This forum
has created and endorsed international standards for
investigations which have become the basis of investiga-
tive procedures for most of the international organisations.
This standardisation is a crucial step towards the increas-
ing exchange of information.

An NGO was implementing a project in Romania aimed at promoting Community human rights and rule
of law standards for people in detention. The same NGO participated in another Community project for

which it had received about EUR 133 000.

The results of the OLAF investigation indicated that the total amount of funds received by the NGO
from different sources had indeed exceeded the actual project expenditure and that the activities (and
expenses) relating to one project had also been combined with those of other projects and reported in
more than one report. Furthermore, the NGO had claimed higher salaries than paid in reality, some project
staff did not actually work for the project and certain payments had covered personal expenses.

OLAF recommended that the Community grants should be repaid to the EC budget.
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Case study: OLAF investigation in Bolivia

The European Community part-financed (EUR 6 million) a development programme in Bolivia to sustain
agricultural production and to build education centres.

OLAF decided to open an external investigation in relation to alleged irregularities in the implementation
of the invitation to tender and administrative development of the programme. As a result of the
investigations it was found that several house rentals had been over-invoiced and some buildings
planned in the project had not been constructed.

The OLAF investigation is still ongoing. The results of the OLAF investigation indicate that at least
EUR 279 000 should be recovered.

Having seen the evidence of irregularities, the Bolivian authorities opened a judicial investigation. OLAF
has recruited local real estate experts to help the national prosecutor to determine the real value of the

44

work done.

The role of OLAF in terms of cooperation with the Bolivian judicial authorities is manifold:

— OLAF has analysed the proof of irregularities and fraud to support the judicial proceedings;

— OLAF has given direct financial support for several activities to be undertaken during the national

prosecution;

— OLAF is cooperating with the national institutions in Bolivia which are pursuing the same objectives
(the Deputy Minister for Transparency and the Fight against Corruption, the Anti-corruption National
Coordinator and the General Prosecutor of the Republic of Bolivia).

3.3.5. Structural actions

Some EUR 39.6 billion (in commitments) was allocated in
2006 to EU countries and regions to help with their mod-
ernisation, training, infrastructure and other development
projects. The structural policy accounted for over 30 % of
the European budget in 2006. It is therefore an important
area in the protection of EU financial interests.

The management of Structural Funds is undertaken under
the so-called shared management system in Article 53(1)
of the Financial Regulation. This means that the responsi-
bility for management lies in the first place with the Mem-
ber State.

The control systems in place in the area of Structural Funds
are based on the principle that the Member State is gener-
ally responsible for controlling and correcting irregular-
ities. When allegations of serious irregularities or fraud are
communicated to OLAF, the Office, after the evaluation
stage, may decide to intervene. In this case the Member
State authorities will be contacted to confirm whether EU
funds are at stake.
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OLAFs results in the Structural Funds sector are obtained
with the assistance of the effective legal powers provided
by Regulation (EC) No 2185/1996 concerning on-the-spot
checks and inspections carried out by the Commission in
order to protect the European Communities’ financial
interests against fraud and other irregularities. Close co-
operation with Member State authorities is crucial.

During 2006 OLAF received 156 allegations in the area of
the Structural Funds (Figure 3). Twenty-eight new cases
were opened in this sector (Table 12) and of the 26 cases
closed, 22 were closed with follow-up (Table 15). At the
end of the reporting period, 46 cases were open in this
area (Table 13).

Table 20 shows the breakdown by Member State of cases
closed in 2006. As might be expected, most of the cases
relate to the main countries receiving assistance from the
Structural Funds.

Table 21 shows the estimated financial impact of the cases
closed in 2006 in the area of Structural Funds. The total
amount is around EUR 270 million which represents some
0.68 % of the total financial allocations in this sector.
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Table 20: Structural Funds cases closed in 2006 by fund and country involved

Country involved ERDF EAGGF ESF FIFG Total

N

Belgium 1 1

Czech Republic

Denmark

Germany 2 2

Estonia

Ireland

Greece

Spain

1

2
France 1 1 1
Italy 3

Cyprus

Latvia

Lithuania

Luxembourg

Hungary

Malta

Netherlands 1

Austria

Poland

Portugal 2 1

Slovenia

Slovakia
Finland 1
Sweden
United Kingdom 1

—|O|=|O|O|W|lO|O|=|O|O|O|O|O|OCO|O|W|d|=|O|lO|d|O|O

Total

Table 21: Financial impact of the Structural Funds and Cohesion Fund cases closed in 2006 by fund

Financial impact

Fund (million EUR) % Code
European Regional Development Fund 210.3 78 ERDF
European Agricultural Guidance and Guarantee Fund — Guidance Section 27.1 10 EAGGF
European Social Fund 5.1 2 ESF
Financial Instrument for Fisheries Guidance 27.0 10 FIFG
Cohesion Fund 0.0 0

Total
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Case study: Falsification of documents and false payments under
Financial Instrument for Fisheries Guidance (FIFG)

A company received over EUR 2 million of aid under the Financial Instrument for Fisheries Guidance (FIFG)
(period 1994-99). Based on a Commission departmental audit report, OLAF initiated an investigation
which established that there had been serious irregularities in the management of funds.

The company in question had falsified invoices and there was evidence of false payments between the
accounts of the supplier, the service provider and the beneficiary.

At OLAF's request the case was transferred to the national judicial authorities. The Member State has
already recovered the funds.

Case study: Criminal assistance case in the sector of Structural Funds

In the context of an operation against money laundering, the Swiss Federal Prosecutor’s Office requested
OLAF assistance to prepare charges against a citizen of a Member State who had allegedly undertaken
illegal activities affecting several EU countries. The report contained information which showed that
grants of the ERDF Industry Programme 1994-99 had been claimed against inflated invoice values. The
framework for this cooperation between the Swiss authorities and the Commission is the cooperation
arrangement (2) concluded in 2004.

On the basis of the information received from the Swiss investigations, OLAF decided to open a criminal
assistance case. OLAF's objective in this case was to support and coordinate the investigation of the
Member State concerned and the Swiss authorities. Substantial contracts for the supply of machinery
had been placed between companies and suppliers mostly located in other EU Member States. However,
,jinvestigations revealed that, while the machinery, described as new and unused, was being shipped
using invoices issued by the suppliers, actual billing was done by offshore agents operating in another
Member State.

As a result of the investigations a recovery of an estimated EUR 7.33 million has been requested.
The companies in question had been expected to receive further funding under an ERDF programme
2000-06.

This case demonstrates the usefulness to OLAF of being a partner in investigations of possible cases of
fraud involving money laundering. Likewise, it shows the importance of the cooperation arrangements
concluded with third countries in the fight against fraud in securing effective protection of the
Community’s financial interests.

(') Cooperation agreement between the European Community and its Member States, of the one part, and the Swiss Confederation,
of the other part, on countering fraud and all other illegal activities affecting their financial interests, CS/2004/12352.

46

ph710252_INT_EN.indb 46 24/01/08 11:03:32



REPORT OF THE EUROPEAN ANTI-FRAUD OFFICE — SEVENTH ACTIVITY REPORT FORTHE PERIOD 1 JANUARY T0 31 DECEMBER 2006

3.3.6. Agriculture and trade

The agriculture sector accounted for EUR 42.6 billion
expenditure in the EC budget in 2006: most of the alloca-
tions concern direct aid and market measures. While the
common agricultural policy (CAP) is the most important
from the expenditure perspective, this area is also signifi-
cant from the own resources point of view. Around 14 % of
EU own resources in 2006 came from customs and agricul-
tural duties. Agriculture accounts for a significant share of
EU trade with third countries, both imports and exports.

The European Union grants preferential access to EU mar-
kets to some countries or geographical regions in the world
(e.g. to the ACP countries and under the EBA Initiative
— ‘Everything but Arms’). As a result origin fraud is a
significant phenomenon in agricultural trade, in relation
not only to preferential tariff measures but also to GATT
tariff quotas. The case study below on sugar imports is an
example of this kind of phenomenon.

During 2006 OLAF received 106 allegations in the area
of agriculture and trade (Figure 3) and 24 new cases were
opened in these sectors (Table 12). Almost half the cases
closed (45) were closed with follow-up (26) (Table 15). At
the end of the reporting period, 65 cases were open in the
area of agriculture and trade (Table 13).

Table 22 shows the breakdown of active cases by market.
Sugar, fruit and vegetables and garlic account for over 55 %
of the current active cases in these areas (large quantities
of garlic of Chinese origin are declared with another origin
to benefit from tariff measures).

Table 22: Breakdown of agricultural cases under
evaluation and in active stage at the end of 2006

Area Evaluation  Active Cases Total
Area aid 1 1 2
Cereal products 3 1 4
Fish products 1 1
Fruit & vegetables 3 12 15
Garlic 2 16 18
Live animals 1 1
Meat products 6 7 13
Milk products 3 3 6
Nitrates 1 1
Olive oil 1 2 3
Rural development 2 2
Rice 3 3
SAPARD 3 5 8
Sugar 1 10 11
Tobacco 1
Wine 1 1 2
Wood 1 1
No specific product 1

Total
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Table 23 shows the estimated financial impact of cases
closed in 2006 in the agriculture sector. While agriculture
was the largest Community policy area in terms of budget
allocated in 2006, the financial impact of cases in this sector
(EUR 53 million) is significantly smaller than the financial
impact of cases closed in the Structural Funds and Cohe-
sion Fund sector (see Table 21).

Table 23: Financial impact of agriculture
cases closed in 2006

Financial
Cases .
Sub-sector dosed impact
(million EUR)

Trade cases with follow-up 17 24.326
recommendation

EAGGF — Guarantee Section cases 9 19.000
with follow-up recommendation

Monitoring actions 8 10.024
Cases closed without follow-up 19 0.000
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Case study: Sugar imports in the framework of preferential trade
arrangements

Sugar originated in some African countries can be imported into the Community free of import duty
within the framework of a quota system. Imports under this arrangement are subject to presentation of
an import license and a proof of origin.

In 2004, British customs authorities informed OLAF of a possible irregular importation of sugar declared
as originating in Malawi. OLAF decided to open an investigation. In the context of this investigation it
was established that more than 4 000 tons of raw cane sugar, originating in a South American country
and processed in Bulgaria before being imported to the United Kingdom and Malta, were declared as
originating in Malawi, Zimbabwe and Zambia. This resulted in the evasion of approximately EUR 2 million
as the sugar could not be considered as originating in ACP countries and, therefore, import duties should
have been paid. False movement certificates had been presented at import to disguise the real origin
of the goods, the importer having already been previously involved in similar irregularities relating to
imports of sugar from the western Balkans.

Administrative and judicial proceedings have been initiated in this matter. A number of consignments
of sugar have been seized by customs, and assets frozen.

Case study: Fraud in the peach and citrus fruit sector

Various producers of peaches and citrus fruit were beneficiaries of agricultural payments financed by
the EAGGF (Guarantee Section). Information was received by OLAF relating to the possibility that certain
producers in a Member State in the period 2001-04 had obtained Community aid for the processing
of quantities of peaches and citrus fruit which did not correspond to the normal yield of the declared
production area. The amount of aid is based on the weight of the raw material, irrespective of the end
product.

As there were some suspicions that the financial sum paid did not correspond to the yield of the
production area, OLAF carried out an administrative investigation in cooperation with the competent
national authorities. It established that several producer organisations had overdeclared their production
by using ‘black’ national or imported fruit and had unduly received aid amounting to more than
EUR 3.3 million.

The case has been transferred to the national judicial authorities and the competent administrative
departments in order to start recovery procedures.

This case is a further example of how OLAF works in partnership with national services to combat illegal
actions which damage the EC budget and distort legitimate trade.
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3.3.7. Customs, cigarettes, precursors
and VAT

Customs duties account for around 14 % of EU own
resources along with agricultural duties. In addition, VAT
resources account for about 16 % of EU own resources.

During 2006, OLAF received 48 allegations in the area of
customs and 26 in the other sectors of this chapter (cigar-
ettes, precursors and VAT) (Figure 3). Twenty-four open-
ing decisions were made in the customs area and four in
the area of VAT (Table 12). Most of the cases were closed
with follow-up in 2006, in particular in the customs area
(Table 15). At the end of the reporting period 70 cases were

opened in the area of customs and 11 cases in the VAT
sector (Table 13) of which 36 cases were opened in 2006
as shown by Table 22.

Table 24 shows the breakdown of the 36 cases opened
in 2006. The large number of coordination and criminal
assistance cases highlights the important role played by
Member States in this area.

Table 25 shows a breakdown of the type of possible fraud
involved in each of the cases open in 2006. False origin
declaration is not surprisingly the most frequent method
encountered. Smuggling is the other major method of fraud
in this group. As each case may involve multiple types of
irregularity, the total exceeds the number of actual cases.

Table 24: Cases opened in customs, cigarettes, precursors and VAT sector in 2006

External investigation

Major sector case Coordination case Criminal assistance case

Cigarettes 5 2 7
Customs 16 8 24
VAT 2 2 4
Precursors 1 1

Total

Table 25: Breakdown of types of possible fraud involved in the customs cases open at the end of 2006

Method of fraud Cigarettes Customs Precursors VAT Total
Accounting records not presented 1 1
Drug precursor traffic 1 1
False description of goods 2 8 10
False origin declaration 41 41
Non-fulfilment of customs obligations 1 1 2
Other false declaration 1 6 7
Other fraud 2 13 6 21
Other transit fraud 1 1 2
Smuggling 27 1 1 29
VAT carousel 1 1

Total

Table 26 shows the breakdown of open VAT cases by
product at the end of 2006.
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Table 26: Breakdown of VAT cases open at the end of
2006 by product.

Automobiles

Computer equipment
Foodstuffs

Mineral oil

Mobile phones

Multiple items

Non-ferrous metals

PG NN NN SO R B NS NOY)

Precious metals

Total
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Case study: Misdescription of preferential origin at importation into
the EU of fishery products from Oman

Goods originating in Oman may be imported into the Community from Oman duty free or with a
reduction in customs duty under the Community’s Generalised System of Preferences (GSP) scheme.
In late 2005 certain Member States raised their concerns with OLAF about the origin of raw materials
used for the production of fishery products exported to the Community from Oman. Although those
specific concerns proved unfounded, research and analysis carried out by OLAF revealed a serious risk of
incorrect declaration of origin of fishery products exported from Oman due to the existence of significant
quantities of fish caught by third-country vessels.

Following an OLAF-led investigation (with the participation of Member State and Omani authorities) in
March 2006 into four Omani exporting companies it was established that significant quantities of fishery
products exported under cover of preferential certificates of origin were not entitled to benefit from the
reduced GSP tariff preferences, due primarily to incorrect declarations of origin by the exporters and, in
certain cases, the use of forged documents.

The amount of customs duties evaded is estimated to be in excess of EUR 1 million and concerns imports
into eight Member States. Member States are looking into the suspected involvement of Community
importers in the fraud and proceeding with the recovery of the customs duties where appropriate.
The Omani authorities have also launched an investigation into the circumstances surrounding the
presentation of falsified documents.

Case study: Evasion of anti-dumping duties on importation of
Chinese bicycles into the Community

Since 2000, imports of bicycles originating in China are subject to anti-dumping duties (rate up to 30.6 %)
on the value of the bicycles when imported into the Community. Various operators have sought to
evade these duties by declaring the bicycles under other origins. OLAF received information concerning
one such case in June 2003 where it was suspected that the bicycles had been fraudulently declared as
originating in the Philippines. OLAF coordinated the investigation with the Member State concerned.
The objectives of the investigation were to determine the true origin and, if established as Chinese, to
take all necessary action to recover the anti-dumping duties from the Community importers.

A Community verification mission to the Philippines led by OLAF, with the participation of the Member
State concerned, took place in October 2004. During the course of this verification mission, information,
documents and statements were obtained in the Philippines (and also subsequently from Hong Kong)
which demonstrated the true Chinese origin of the bicycles. In fact, it was established that the bicycles
had been shipped from China via Hong Kong to the Community, that the containers had never passed
through the Philippines and that the documents purporting to show Philippines origin were false.
Furthermore, it was found that the Community importer was the owner and effectively controlled the
two alleged ‘exporting’ companies in the Philippines. As such he is suspected of being the organiser of
the fraud and to have guilty knowledge of it.
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Following receipt of the OLAF mission report, civil duty recovery action is being taken in Member States to
recover the anti-dumping duties evaded, in the region of EUR 1.5 million, from the Community importers.
In addition, a criminal proceeding is also under way against the Community importer in question as he
is suspected of having knowingly evaded the anti-dumping duties by declaring them as of Philippines

origin when he was aware of the true Chinese origin.

3.4. Follow-up activity

Follow-up includes various activities undertaken by OLAF
designed to ensure that the competent Community and
national authorities have carried out the legislative, admin-
istrative, financial or judicial measures recommended by
the Office, normally when a case is closed. The cases then
move from the stage of investigation activity to the follow-
up stage. Follow-up activities may, however, begin while
the case is still open, if this is deemed necessary.

It is possible that initial information may become known
during the follow-up stage, giving rise to follow-up actions
other than or in addition to those recommended in the
final case report or follow-up recommendations report.
The duration of the follow-up phase varies according to
the circumstances and complexity of the case. If court pro-
cedures are involved, the follow-up phase can often be very
protracted.

Table 27 shows for the second consecutive year an increase
in the number of cases in follow-up compared with the
previous year. Structural Funds remain by far the main
area in terms of number of cases in follow-up. The higher
number of cases in most of the areas should be noted. As
outlined earlier, it confirms the trend that more cases over
time are being closed with follow-up actions.

Table 27: Cases in follow-up by sector at the
end of 2006

Major sector 2005 2006 Increase (%)
Agriculture 157 174 15%
Structural Funds 200 211 6 %
Cigarettes 26 28 8%
Customs 71 87 23%
VAT 28 33 18 %
Direct expenditure 84 86 2%
External aid 87 105 21 %
EU institutions 51 62 22%
EU bodies 10 13 30 %

Table 28 shows the follow-up activities related to the
799 cases in follow-up which were closed at the end of
2006. The trend observed is an increase in the proportion
of administrative and financial follow-up actions. As there
may be several follow-up actions related to one case, the
number of follow-up activities is higher than the number
of cases in follow-up.

Table 28: Type of follow-up activities in respect of closed cases at the end of 2006

EU Cigarettes
institutions & VAT

Path type label

Agriculture

Customs

Structural
Funds

Direct

i EU bodies
expenditure

External aid

Administrative 54 20 2 23 1 3 34 34 181
Financial 129 33 22 78 54 4 65 202 587
Judicial 92 43 64 45 71 7 83 111 516
Legislative 5 1 1 1 0 0 1 0 9
Disciplinary 0 36 0 0 1 4 0 0 41
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3.4.1. Financial and administrative In respect of its own investigation and operational activity

follow-up in all budget sectors, OLAF monitors and supports Mem-

ber States and Commission departments to ensure that the

Administrative follow-up consists of all measures taken by necessary action is taken at the right time to maximise the
national administrative authorities or by the Community chances of successful financial recovery.

institutions and bodies in relation to the implementation
of Community policies and law.

Case study: Failure by an NGO to respect procurement rules

A non-governmental organisation which received Community funding was found during the OLAF
investigation to have systematically failed to respect the procurement rules (false offers, conflict of
interest) and to have obliged its aid workers to sign double contracts (one to present to the Commission,
one internal document for the NGO). The result was that these employees made so-called ‘voluntary’
contributions to the NGO of up to 30 % of their salary, deducted at source by the NGO and effectively
financed by the EC.

These serious breaches of contract and instances of professional misconduct, demonstrated in OLAF’s
final case report, led to the first exclusion of an NGO from Community funding in pursuance of Article 96 of
the Financial Regulation (administrative penalty). OLAF gave full support to the Commission departments
responsible for the initiation of the exclusion procedure and the preparation of the related Commission
decision, which was notified to the NGO in 2006.

A criminal investigation has been opened by the national judicial authority. This investigation is reportedly
close to completion.

Case study: Investigation concerning the European Social Fund (ESF)

Following an OLAF investigation it was found that a European Social Fund beneficiary had committed
irregularities amounting to around EUR 40 000, in respect of which national recovery procedures have
been initiated.

At the same time as these irregularities were discovered, the Member State’s management of the
operational programme in question was assessed. This was considered not to be in accordance with
the rules, prompting a financial correction of around EUR 30 million for the programme concerned by
these irregularities.

As part of the follow-up to the investigation, OLAF made sure that the financial corrections applied
to the Member State did not terminate the procedures for recovering the amounts from the operator
concerned.

The aim of OLAF investigations is to put an end to irregularities committed by operators and make
them bear the consequences. The Member States, for their part, are held financially liable for failures
established in the implementation of projects and programmes financed by the Structural Funds.
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Table 29 shows the estimated financial impact of the cases
in follow-up at the end of 2006. The global sum is over
EUR 2.5 billion. Around 20 % of this financial impact
comes from the own resources side (EUR 560 million
coming from the agriculture, cigarettes and VAT sectors).
Around 80 % comes from the expenditure side (EUR 2 bil-
lion). Structural Funds account for almost one half of the
estimated global amount.

Table 29: Financial impact of cases in follow-up at
the end of 2006

Financial
OLAF sector impact Percent
(million EUR)
Agriculture 560 22
Structural Funds 1160 45
Cigarettes & VAT 410 16
Customs 150 6
Direct expenditure 50 2
External aid 60 2
Internal sectors 210 8

3.4.1.1. Traditional own resources

Traditional own resources make up a relatively large
share of the EU’s financial resources. OLAF cases in the
traditional own resources sector typically involve evasion
of agricultural import duties, customs and anti-dump-
ing duties applicable to all types of industrial and fishery
products.

Administrative follow-up, which accounts for an increased
proportion of all follow-up cases, includes in this area the
monitoring of the application of sanctions and the with-
drawal of importer privileges where fraud or irregular-
ities have been detected. Financial follow-up consists of
the recovery of the sums unduly paid or the collection of
duties unpaid for different reasons (for example customs
and agricultural levies after corrections arising from false
origin declaration).

Both kinds of follow-up activity were conducted through-
out 2006 in an increasing number of cases.

In performing this often legally complex activity, due atten-
tion was paid to the strict provisions of the Community
Customs Code, the rules of origin/preference (including
the various trade agreements concluded by the Commu-
nity) and the specific requirements of regimes with eco-
nomic impact such as duty relieflinked to inward process-
ing arrangements.

It is frequently the case that points of principle have to be
settled in a national hearing. Broadly speaking, such legal
proceedings may become necessary in order to confirm an
operator’s financial liability for the payment of customs
duty and thus trigger recoveries of customs duty. Formal
challenges and appeals from importers are common. Dur-
ing the last year OLAF found itself increasingly commit-
ted to providing specialist support both to other Commis-
sion departments and to Member States’ administrations
involved in such litigation.

The front-line financial recovery machinery rests with
Member States’ competent authorities. OLAF supports
the national customs administrations with the provision
of data from the operational case file in order to maximise
the chances of timely notification of import duty debts
and the action taken to recover them. Council Regulation
(EC, Euratom) No 2028/2004 introduced some important
changes to the latter activity, one of the most noticeable
being that after five years from the date when the duty
liability was definitively established, any related amounts
of debt not yet recovered are deemed to be irrecoverable
and are effectively written off in national traditional own
resources accounts. Where the amount of debt in question
exceeds EUR 50 000, the Member State authorities have
to provide the Commission with information about the
circumstances leading to the write-off. The Commission
has six months following receipt of the report to forward
its comments to the Member State concerned.

Case study: Garlicimports from third countries

Following various operational investigations concerning imports of fresh Chinese garlic into the
Community from 2002 onwards, OLAF initiated a number of administrative follow-up actions. A notice
toimporters () was published in 2005 since this type of fraud involved various third counties, six Member
States and numerous economic operators in the Community.

() 0JC197,12.8.2005, p. 8.

ph710252_INT_EN.indb 53

4/01/08 11:03:34



REPORT OF THE EUROPEAN ANTI-FRAUD OFFICE — SEVENTH ACTIVITY REPORT FORTHE PERIOD 1 JANUARY T0 31 DECEMBER 2006

The notice warned economic operators of the doubts concerning the origin of garlic imported into the
Community. It advised them that declaring the origin for garlic and releasing the goods in question for
free circulation might give rise to a customs debt and lead to fraud against the Community’s financial

interests.

Following the publication of this notice to importers, there was in 2006 a significant decrease in the
number of cases concerning misdeclaration of the origin of imports of fresh Chinese garlic into the
Community via transhipments through certain third countries.

3.4.1.2. Indirect expenditure

The financial management of expenditure in the fields of
agriculture (EAGGF — Guarantee Section) and structural
actions (Structural Funds and Cohesion Fund) is shared
between the Commission and Member States. The initial
formal responsibility for recovering funds unduly paid
falls on the Member States. OLAF’s financial follow-up
function consists of consulting the responsible services in
Member States and with other Commission departments
in order to verify that recovery activities have been under-
taken and results obtained.

3.4.1.3. Direct expenditure

Follow-up in the field of direct expenditure, including
external aid, concerns expenditure where implementation
tasks are performed by Commission departments without
the involvement of Member States, or are delegated by the
Commission to third countries. Follow-up activities also
cover, where appropriate, the financial and administra-
tive follow-up of internal investigations. The accumulated
expertise and experience of the Office in operational and
recovery matters can be used to improve the fraud-proof-
ing of legislation, contract clauses and financial agreements
with third countries. In addition, recovery actions may be
avoided with a preventive anti-fraud policy anticipating
the possible major problems to be encountered or with
actions during the phase in which a particular case is open.
These actions consist mostly of initiating, coordinating and
monitoring recovery action by the authorising officers of
sums due to the Community following OLAF’s investiga-
tions.

In the area of direct expenditure, financial follow-up often
follows those investigations which have led to criminal pro-
ceedings. In order to support recovery, OLAF assesses and
supports the possibility of launching civil action within
criminal proceedings in those jurisdictions where this is
possible.

In the area of direct expenditure, administrative follow-up
concentrates on assisting the Commission departments to
apply the appropriate administrative sanctions (such as the

ph710252_INT_EN.indb 54

exclusion of tenderers or beneficiaries from contracts or
grants financed by the Community budget for a maximum
period of five years or the payment of financial penalties)
on the basis of OLAF’s investigative findings.

3.4.2. Judicial and disciplinary follow-up

Where a case brings to light evidence of possible crim-
inal acts and such information has not been forwarded
to national judicial authorities during the course of the
investigation, the final case report must mention this fact.
The follow-up recommendation should, where necessary,
recommend that the case be referred to the competent
national judicial authorities for further investigation and
prosecution. Where such a follow-up recommendation has
been approved, OLAF ensures the judicial follow-up with
the competent national judicial authorities.

Once the different procedural phases are completed and
the decision adopted by judicial authorities becomes
definitive, OLAF closes its judicial follow-up. Often, this
is many years after the initial case by OLAF (or its pre-
decessor UCLAF) was initiated.

Where an internal investigation reveals evidence of serious
matters relating to the discharge of professional duties such
as to constitute a dereliction of the obligations of an offi-
cial or other servant of the Communities liable to result in
disciplinary proceedings, the follow-up recommendation
will recommend that the case be referred to the appropri-
ate EU authorities (the Directorate-General for Person-
nel and Administration and the disciplinary units of the
other Community institutions and bodies) for appropriate
disciplinary action. Where such a follow-up recommenda-
tion has been approved, OLAF ensures the follow-up with
the appropriate EU authorities. In this context, the Office
maintains contact both with the disciplinary services of
the different institutions and with other European bodies
and agencies. OLAF is available to assist these departments
in disciplinary proceedings, and monitors the outcome of
the cases for the same reasons as it monitors judicial pro-
ceedings.
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Whenever the investigation report recommends disciplin-
ary and/or judicial follow-up, the file is transferred to the
national judicial authorities or the relevant institution’s
disciplinary authorities.

Finally, in those situations where the same case has been
sent to both judicial and disciplinary authorities, OLAF
aims to ensure a coherent approach by liaising with both.

3.4.2.1. Judicial follow-up

Table 30 presents judgments made in 2006. They are
broken down into six different categories depending on
the kind of ruling adopted by the judges.

A total of 106 actions corresponding to 35 decisions were
undertaken in the area of the protection of the EC’s finan-
cial interests. A significant proportion of these actions
resulted in financial penalties (36). The two other most
frequent actions were damages (23), suspended sentences
(21) and imprisonment (20). The suspects were acquitted
in only 4 cases.

Table 30: Summary of judgments received in 2006

Acquittal 4
Damages 23
Financial penalty 36
Imprisonment 20
Suspended sentence 21
Other 2

Table 31 provides a breakdown of the number of cases
for which Public Prosecutors decided not to proceed with

charges together with the reason given by the relevant
national authority. The prescription of the offence and the
lack of evidence are by far the main reasons for dropping
cases.

Table 31: Summary of reasons given by Public
Prosecution Offices

Number of
Reasons .
Actions

Prescription 11
Lack of evidence 9
Low priority 4
Not specified 1
Other 3

Table 32 shows a summary of cases referred for judicial fol-
low-up in 2006. Forty-seven judicial follow-up paths were
opened in 2006, most of them, as stated earlier, occurring
upon the closure of the case. External aid was the area with
the highest number of judicial follow-up actions opened.

3.4.2.2. Disciplinary follow-up

Once the internal investigation has been closed, the final
case report may contain some recommendations relating
to the opening of disciplinary proceedings by the relevant
authority. In such instances OLAF follows up the develop-
ment of the case.

Table 33 shows that there were 38 cases with disciplinary
follow-up at the end of 2006.

Table 32: New judicial follow-up paths opened in 2006 by sector and stage

Major sector Evaluation Active investigation Follow-up

Agriculture 12 12
Structural Funds 4 4
Cigarettes 2
Customs 7 7
VAT 0
Direct expenditure 2 2
External aid 4 14 20
EU institutions 5 5
EU bodies 1 1 2
Precursors 0
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Table 33: Disciplinary follow-up summary

Stages Total

Table 34: New monitoring actions opened with
judicial authorities during 2006

OLAF internal review 7 Major sector Moniforing
Report sent to disciplinary authority 3 actions
Disciplinary procedure 17 Agriculture 5
AIPN decision 3 Structural Funds 9
End of proceedings 8 Cigarettes 0
Appeal 0 Customs 0
Direct expenditure 3
External aid 29
3.4.3. Judicial monitoring actions EU institutions 1
EU bodies 0
Monitoring actions are those where OLAF would be com- Precursors 0

petent to conduct an external investigation, but in which
a Member State or other authority is in a better position to
do so (and is usually already doing so). Monitoring actions
are passed directly to the authority deemed competent to
handle them.

OLAF receives information relating to cases that have been
opened by national judicial authorities. OLAF may decide
not to conduct any operational activity but will neverthe-
less ‘monitor’ the development of the proceedings con-
ducted in the Member State. A ‘monitoring action” will
be opened.

As a result of the strengthening of judicial monitoring
with a view to reducing the proportion of cases in which
proceedings are discontinued by the national courts, 76
cases were at different stages of judicial proceedings at the
end of 2006. Thirty-nine cases were at the stage of formal
communications sent to the judicial authorities in order
to expedite handling of the file. A significant number of
contacts were made with national judicial authorities in
the course of daily work.

Table 34 shows the number of monitoring actions opened
in 2006. Given its increased importance in OLAF’s work-
load, over half of them concern the external aid area. The
number of new monitoring actions was higher than in
2005 (37).

3.4.4. Cooperation with other Commission
departments

3.4.4.1. Task Force on Recovery

In 2006 the Task Force on Recovery (TFR) participated
in the clearance of accounts procedure for the EAGGF
Guarantee Section with the result that the final proposals
were prepared for Member States to assume the financial
liability for approximately 400 cases of non-recovery with
a value of more than EUR 1 billion.
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Total

As a result of the TFR’s activities, on 3 October 2006 a
first formal Commission Decision ('*) was taken con-
cerning financial liability for 349 cases of non-recovery
(cases of more than EUR 500 000) totalling approxi-
mately EUR 895 million. This Decision cleared from the
debtors’ lists: 41 cases totalling EUR 176 million, which
were charged to the Community budget; 164 cases
totalling EUR 317 million, which were charged to the
Member States concerned, meaning that this amount
will be returned to the Community budget in 2007
and the remaining 144 cases totalling approximately
EUR 402 million, which were removed from the debtors’
list as non-cases or double entries.

In the Structural Funds area, recovery of unduly paid sums
arising from an irregularity or fraud case is ensured by
Member States. The programmes part-financed by the
Structural Funds are multiannual and are implemented
on the basis of intermediate payments. The refund to the
Commission may be carried out through a reduction or
withdrawal of the financial allocations. Recovery of unduly
paid sums may be undertaken before or after the closure
of the programme.

Further to the conclusions and recommendations formu-
lated by the ECA in its special report on the management
of OLAF, the Office has undertaken a general rethink of
its role on recovery. A management dialogue was initi-
ated, including discussions with other Commission direct-
orates-general concerned.

In the meantime, OLAF continued to assist the other Com-
mission departments with the closure of programmes in
the Structural Funds sector for the programming period

(") Commission Decision 2006/678/EC of 3 October 2006, OJ L 278, 10.10.2006,
p- 24.
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1994-99, in order to make sure that the financial conse-
quences involving irregularities communicated by Mem-
ber States had been properly defined.

3.4.4.2. Fraud-proofing

OLAF’s operational experience and expertise can be used
upstream in the Commission’s legislative work.

A dedicated fraud-proofing mechanism gives Commission
departments access to this expertise at an early stage of the
preparation of the legislation in order to make legal instru-
ments more ‘fraud-proof’.
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OLAF fraud-proofing activity during the period involved
the analysis of 21 draft legislative texts (for all sectors con-
cerned) and 17 projects.

OLAF was associated up front in the preparation of the
three-yearly revision of the Financial Regulation which
led to amendments further protecting the Communities’
financial interests. OLAF also contributed from a fraud
prevention point of view to the improvement of standard
contracts in the research area.
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4. Operational support

4.1. Intelligence activity

Intelligence activity consists in the provision of strategic
and operational analysis, case studies and other support
to investigators based on information collected prior to
and during a case.

Case analysis may continue to be provided throughout the
life of a case to support specific requests from investiga-
tors.

Intelligence activity which is intended to provide a source
of information for OLAF is called strategic intelligence.
Strategic intelligence evaluations may lead to the opening
of specific cases, or provide more general guidance relevant
to policy development and operational strategy.

Conversely, activities aimed at providing specific case-
related operational support in the context of an ongoing
OLAF evaluation or during the open stage of a case are
known as operational intelligence.

4.1.1. Strategic intelligence

The strategic intelligence capability of OLAF has continued
to develop with strengthened and greater facility to support
operational activities and to reinforce OLAF’s policy role.

In 2006 activities in the area of strategic intelligence
included the following:

o In January 2006 a risk evaluation of fraud against the
Community budget was prepared. The paper outlines
the specific risks relevant to each individual sector of
the European Community budget as well as a number of
horizontal risks which apply across the budget as a whole
such as corruption, organised crime, multiple financing
or the control systems in the Member States.

« A number of risk evaluations based on reports of irregu-
larities in the funding of the common agricultural policy
and Structural Funds were produced to support the Office
in the setting of priorities for control and case-related pol-
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icies. Likewise, analyses of irregularities and frauds were
presented to Member States’ authorities in order to high-
light trends and major weaknesses in the sectors of shared
management (agriculture and structural actions).

o Training and support were offered to the new Mem-
ber States and candidate countries to prepare them for
reporting and analysing irregularities in these sectors.

« An in-depth analysis of certain statistical information
relating to VAT was carried out to determine its poten-
tial as a source for the detection of fraud, fraud patterns
and fraud sensitive product groups.

o Cooperation with anti-fraud intelligence units in the
Member States, candidate countries, third countries and
other international institutions was further strengthened.
Specific attention was paid to building working relation-
ships with authorities in the new Member States as part of
the multi-country Phare programme. A working partner-
ship was developed with Europol following the signature
of a Memorandum of Agreement (see paragraph 5.7.2),
both in terms of strategic intelligence exchange and the
sharing of analysis techniques and IT capabilities.

« Progress was made in developing new tools and tech-
niques to gather and make use of information and to
identify new and improve existing sources. The ability
to access, exploit and analyse data is key to the success
of OLAF’s intelligence capability.

4.1.2. Operational intelligence

Operational intelligence provides on request specialist sup-
port and assistance to OLAF investigators and the Member
States.

Operational intelligence activities include:

« information support relating to the provision of infor-

mation based on available predefined databases, in-
house or foreign expertise and contacts;
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« enhancing initial information highlighting links between
people, organisations and their financial interests in EU
projects;

« providing hands-on expertise in Commission internal or
external commercial databases and open sources, which
could entail identifying the total expenditure relative to
a particular case, trade statistics, checks on companies
and persons worldwide or background information on
vessels, ports and containers;

o Pre-processing of data with a view to subsequent anal-
ysis, which often consists of scanning, processing for
optical character recognition and indexing electronic
data. Data preparation also requires considerable data
cleaning; text mining (**) may help uncover the named
entities in a large data set;

« analysing, linking and visualising high volumes of data
using I-base environments to produce Analyst Notebook
charts, event charts and geographical presentations;

o assisting with comparative and other more complex
analysis;

o technical support such as forensic computer support or
developing case-based IT solutions.

Since April 2004, intelligence support requests have been
made through the Case Management System (CMS) mak-
ing it easier to manage the relationship between the intel-
ligence analyst and the investigator who requires intelli-
gence support. The analysts’ involvement with investiga-
tions and operations activity is becoming more intensive,
with intelligence increasingly becoming an integral part of
the investigative process. This is reflected in the growth of
requests for support to internal investigations where the
combination of normal data and institutional data sources
involve specialist knowledge and expertise.

Initial information sources and new software solutions of
high qualitative standard were identified, introduced and
exploited; together with the introduction of new method-
ologies (e.g. text mining) for data analysis and dissemina-
tion.

Technical assistance consists of a wide range of hardware-
related actions such as seizure of data in various electronic
formats held on computers, laptops, servers and other
technical media, and forensic computer support.

This improved technical support in computer forensics
provided for OLAF investigations has made electronic
data more easily accessible by applying new technologies.
The volume of data captured during single operations has
grown exponentially. Additional technical support for
individual cases was provided by extending OLAF’s scan-

(**)  Text mining refers generally to the process of extracting interesting and non-
trivial information and knowledge from unstructured text.
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ning capability with two mobile scanning units, which
soon proved their operational use in several OLAF inves-
tigations. High volumes of seized data are quickly made
exploitable by investigators.

After a case has been opened, operational intelligence
activities may entail more sophisticated techniques such
as advising on and coordinating the use of specialised
investigation methods, calling upon a network of contacts
in enforcement agencies in the Member States, in third
countries or with international organisations.

4.2, Legal and judicial advice

Investigators may obtain Community-law-related legal
and judicial advice on operational matters within OLAF’s
sphere of independence.

The Case Management System (CMS) provides for a ‘legal
and judicial advice module’ to obtain legal support for op-
erational activities and 2006 was the first full year in which
this advice module was operational. This tool enables
OLAF operational staff to request advice on specific cases
from OLAF’s legal units. As the legal advisers have access
to the case file this facility brings them directly into the
context of the case. It also ensures effective coordination
and communication and better organisation and archiving
of work within the legal units.

During 2006 legal and judicial advice played a significantly
increased role in operational cases. The number of cases in
which advice was provided in 2006 was over 200. The histor-
ical number of requests for advice reached more than 600.

Table 35 shows the breakdown by sector of the total
number of pieces of legal and judicial advice given.

The Structural Funds sector has overtaken external aid as
the main area for which legal advice has been provided. It
accounts for around one in three instances.

Table 35: Legal and judicial advice provided in the
course of an investigation

Agriculture 40
Structural Funds 208
Cigarettes 28
Customs 15
VAT 21
Direct expenditure 79
External aid 15
EU institutions 102
EU bodies 107
Precursors 1
Total
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Legal and judicial advice includes among other things the
following activities:

o advice on issues that arise in specific cases concerning
the interpretation of the Community legal framework
which governs OLAF’s performance of its investigative
tasks, as well as other, more general, Community legal
requirements such as professional secrecy, the extent of
immunity, EC employment law, the territorial scope of
application of OLAF investigative powers, the extent
and limits of OLAF’s independence, and relations with
the Commission, the other Community institutions and
bodies and Member States;
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« advice on problems experienced in the execution of
OLAF’s operational duties requiring solutions that
concern the Commission’s sphere of competence
(e.g. infringements by Member States of their duties to
cooperate with OLAF during a case);

o advice on the establishment of practical arrangements
for cooperation with other bodies such as Europol and
Eurojust, taking into account the overall legal framework
of the European Union.
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5. Cooperation with OLAF'S partners
in the fight against fraud

5.1. Cooperation with the Member
States

The consultation of Member State experts by OLAF is
structured as set out in the table below:

Table 36: Structures for consultation

Committees/working groups where OLAF represents the Commission

« Cocolaf (Advisory Committee for the Coordination of Fraud
Prevention):

« Article 280 working group

« Irregularities and Mutual Assistance — Agricultural
Products — Group

+ Group on risk analysis on fraud and irregularity

+ ECEG (Euro Counterfeiting Experts Group)
« CCEG (Counterfeit Coin Experts Group)
+ OLAF Anti-Fraud Communicators Network (OAFCN)

In the course of 2006 two COCOLAF meetings, two Art-
icle 280 Group meetings, one Group ‘Statistical analyses of
irregularities’, two meetings of the Agriculture sector (')
group and two Mutual Assistance Committee meetings
were held. In addition OLAF followed two formal discus-
sions in the EAGGF Committee.

The Euro Counterfeiting Experts Group (ECEG) met four
times.

A Memorandum of Understanding was signed by the
General Prosecutor of the Italian Court of Auditors and
the Director-General of OLAF to establish a system of co-
operation with judicial audit authorities in Italy.

Lastly, OLAF has started a new policy of arranging for
audits and accountancy expertise at the request of national
authorities when this is necessary to make investigations
possible. This type of assistance was provided on three
occasions during 2006.

() Irregularities and Mutual Assistance — Agricultural Products,
Regulations (EEC) No 595/91 and (EC) No 515/97.
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5.2. Anti-Fraud Information System
(AFIS)/Customs Information
System (CIS)

5.2.1. AFIS

The IT System AFIS (Anti-fraud Information System), a
secure communication system, supports and facilitates
the exchange of anti-fraud information among the rele-
vant authorities of the Member States and between them
and the Commission. AFIS is primarily used by the Mem-
ber States and OLAF in the area of mutual administrative
assistance in customs and agricultural matters.

The objectives for 2006 were twofold:

« ensuring internal and external quality management of
AFIS in OLAF

o introducing the new AFIS system, comprising new appli-
cations under new technologies.

In order to ensure internal and external quality manage-
ment of the AFIS project in OLAF it was planned to launch
calls for tenders so as to establish a contractual base for
AFIS production, development, quality assurance and
control. The second phase of the restricted tendering pro-
cedure was under way at the end of 2006. The technical
change for managing the AFIS system was implemented.

In addition, the permanent Operational Coordination Unit
(OCU) aims to provide logistical and technical support
for joint customs operations. Virtual-OCU is an applica-
tion that allows participation in joint customs operations
activities without the need for a physical presence. OLAF
supported five joint customs operations using the OCU
in 2006.
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5.2.2. CIS/FIDE
Customs Information System (CIS)

The Customs Information System (CIS), based on Council
Regulation (EC) No 515/97 and the CIS Convention, was
put into full operation in 2003. The CIS was created to store
information on commodities, means of transport, persons
and companies in order to assist in preventing, investigat-
ing and prosecuting actions which are in breach of customs
and agricultural legislation (first pillar) or serious breaches
of national laws (third pillar). The initial level of use of the
CIS by national authorities has been disappointing. From
the launch of the system in March 2003 until the end of
2004, only 140 cases were registered in the Customs Infor-
mation System (CIS) database.

OLAF and the customs services of a number of Member
States have adopted a strategy for increasing the use of
what is potentially a powerful tool for cooperation between
customs administrations. This strategy has begun to pro-
duce its first benefits. By the end of 2006, 758 cases were
stored in the Customs Information System (CIS) database.
These cases are accessible to over 1 700 users located in
the main ports, airports, border posts, risk analysis units,
investigation and intelligence services.

For the CIS first pillar database, to which (unlike the third
pillar equivalent) the Commission (OLAF) has unlimited
access, the active cases are related to the following type of
fraud alert:

Table 37: First pillar alerts to active case (historical)

Type of alert Number Percent
C.ounte.rfelt.goods 576 76.0
(including cigarettes)

CITES (Endangered species of flora 105 13.9
and fauna)

Smuggling of genuine cigarettes 21 238
Misdescription of goods 13 17
(CN code included) ’
False origin of goods 7 0.9
False customs value 2 0.3

Precursor (chemical product for drugs)

R 2 0.3
/steroid
Cash control (money) 2 0.3
Others (average 1 case: transit, excise, 30 40

human being, drugs)

Total

FIDE

The European Customs File Identification Database (FIDE)
will be a central European database tool containing iden-
tification data on persons and companies convicted (or
suspected) of having infringed customs laws. Further to the
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adoption in 2003 of the protocol amending the Conven-
tion adopted in 1997 on the use of information technology
for customs purposes, OLAF conducted a feasibility study
for the creation of this database and initiated the technical
development of the system. At the time of reporting, FIDE
was expected to be in production by the end of 2007.

Using search and interrogation features, FIDE will be able
to provide a customs authority with an overview of current
or historical irregular activities by persons or companies in
other Member States. If a search is successful, the customs
authority will receive from FIDE all necessary information
to contact the Member States’ customs department(s) deal-
ing with relevant investigations.

FIDE will bring the following overall benefits:

« simplifying the investigation process for local and Mem-
ber State customs cases;

reducing the time spent in searching and collating rele-
vant information for investigating local and Member
State customs cases;

o expanding access and volume of case-relevant data avail-
able to customs investigations services;

boosting efficiency and making effective use of investiga-
tion resources due to the larger volume of better quality
data.

Anti-fraud Transit Information System

Following the implementation of the New Computer-
ised Transit System (NCTS), OLAF drafted, in agreement
with other Commission departments, an administrative
arrangement for the introduction of the Anti-fraud Transit
Information System (TIS) intended to provide important
information on national and international movements of
sensitive goods. The current Customs Early Warning Sys-
tem (EWS-C) will be retained exclusively as a fallback pro-
cedure in order to cover any periods of NCTS downtime
and thus ensure the uninterrupted provision of pre-arrival
information for transit movements of sensitive goods. The
proposal was discussed within the EC/EFTA Working
Group on Common Transit and has been approved.

5.3. Preparing candidate countries

5.3.1. Cooperation with candidate countries

OLAF’s activities in the area of enlargement includes con-
tributions based on its operational work for all matters
related to the development and implementation of policy
towards the preparation of the candidate countries and
potential candidate countries for enlargement. It includes
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also the key coordinating work played by the two OLAF
liaison officers based in Bulgaria and Romania.

In 2006 OLAF was involved in the preparation and imple-
mentation of the screening sessions for Croatia and Turkey
on Chapters 24 (Justice, Security and Freedom), 29 (Cus-
toms Union) and 32 (Financial Control).

In addition, OLAF started to work from the beginning of
accession negotiations in October 2005 with Croatia and
Turkey to establish the necessary administrative structures
for the fight against fraud and the protection of EU financial
interests in both countries. Both countries have expressed
their commitment to establish such structures. Croatia has
informed OLAF that the Ministry of Finance will host it.
Turkey designated the Prime Ministry Inspection Board
(PMIB) as temporary contact point for OLAF.

Initial contact has also been made with the relevant author-
ities in the former Yugoslav Republic of Macedonia for the
same purpose.

5.3.2. The Bulgaria—Romania Network
Agreement (BGRONA)

The Bulgaria and Romania Networking Agreement
(BGRONA) was designed to assist these two countries’
preparation for accession in the area of the fight against
fraud and protection of the EU financial interests.

The activities consist of a series of training seminars which
were delivered mostly by framework contractors and in
some instances by OLAF staff in the beneficiary coun-
tries. The activity plan also covered the hosting of trainees
in OLAF in the investigations and operations units and
a number of IT initiatives relating to AFIS and the CIS.
OLAF hosted 18 trainees in 2006 under this programme.

5.4. Mutual administrative assistance

Implementation of the mechanisms for mutual adminis-
trative assistance in customs matters such as cooperation
agreed in EC customs cooperation agreements or in proto-
cols to trade agreements is indispensable to the defence of
legitimate commercial interests.

During 2006 OLAF was the responsible Commission ser-
vice for the negotiation of the Protocol on Mutual Admin-
istrative Assistance and the anti-fraud clause (protective
measures) within the context of trade and customs agree-
ments concluded with Albania, the Gulf Arab States and
the Government of Japan, for which the signature is still
pending. In addition, OLAF proposed the conclusion of a
Practical Cooperation Arrangement between OLAF and

ph710252_INT_EN.indb 63

the Dubai authorities for the purpose of protecting the
financial interests of the parties.

An amended proposal for a new horizontal instrument
on mutual administrative assistance adopted in Septem-
ber 2006 (V) is aimed at establishing a more complete
and multidisciplinary framework for the protection of the
European Community’s financial interests and fight against
fraud and any other illegal activities. For this purpose, the
proposed regulation requires Member States and the Com-
mission to cooperate and assist one another and exchange
information to allow swift investigations and appropriate
action in any area. The regulation would not give the Com-
mission any investigative powers of its own, but offers the
Commission’s assistance to the Member States for cases
of cross-border fraud such as VAT ‘carousel’ fraud. The
proposal aims to optimise the use of information avail-
able, for example by using financial information from the
anti-money laundering sector for the fight against fraud
harmful to Community financial interests.

More specifically, on 22 December 2006 the proposal for a
regulation of the European Parliament and of the Council
amending Council Regulation (EC) No 515/97 on mutual
administrative assistance between the administrative
authorities of the Member States and cooperation between
the latter and the Commission to ensure the correct appli-
cation of the law on customs and agricultural matters (**)
was adopted. The main reason for this proposal is the
strengthening of cooperation between the Member States
and between them and the Commission, the accent being
put more strongly on the operational dimension.

5.5. The Philip Morris International
Agreement (PMI)

In 2006 six Member States joined the agreement concluded
in 2004 between the European Commission, 10 Member
States and Philip Morris International (PMI). At the end
of 2006 24 Member States participated in this agreement
(the exception being the United Kingdom). The agreement
envisages an eflicient system to fight smuggling and coun-
terfeiting of cigarettes. It improves the exchange of infor-
mation between the participants in the areas of seizure,
smuggling and counterfeiting.

Under the agreement, PMI agreed to pay around USD 1 bil-
lion over a period of 12 years to the European Community
and the Member States who had joined the agreement by
July 2004. By the end of 2006 PMI had already paid around
USD 425 million. In October 2006 the 10 Member States
which signed the agreement in 2004 and the Commission

()  COM(2006) 473.
(')  COM(2006) 866.
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confirmed their agreement on the sharing of these pay-
ments. The amount allocated to the Community budget
accounts for 9.70 % of the total sums paid by PMI. In the
context of the implementation of this agreement the Com-
mission proposed to add EUR 44 million to the amount
granted to the Hercule II programme (*°) in the period
2007-13 (of which EUR 6 million in 2007). These addi-
tional amounts will finance training activities and equip-
ment aiming at combating the smuggling and counterfeit-
ing of cigarettes.

Among the main elements of the agreement there are the
protocols for control and follow-up regarding the coop-
eration between OLAF and the Member States on the one
hand and Philip Morris on the other hand. This cooper-
ation includes the ‘tracking and tracing’ of cigarettes to
identify where they have left the legitimate supply chain
to fall into the hands of smugglers.

5.6. Cooperation with third countries
and international bodies and fight
against corruption

OLAF has direct contacts with investigation and enforce-
ment authorities of third countries, including customs,
police and judicial authorities, and international organ-
isations with parallel interests. OLAF may transmit case-
related information to the competent authorities of third
countries subject to professional secrecy and compliance
with data protection legislation.

In 2006 cooperation has been further enhanced through
the International Investigators’ Conference which attracted
nearly 100 participants from over 30 institutions. In the
context of these international fora OLAF provided its
expertise in the fight against corruption in other groups
such as the Inter Agency Group for Anti-Corruption
(IGAC), the Interpol Group of Experts on Corruption
(IGEC) and the OECD working group for anti-corruption
measures in transition economies.

OLAF is also strengthening its relations with international
donor institutions other than the EU in order to exchange
experience and enhance cooperation.

Following the Oil-for-Food enquiry in the United Nations
(UN), a variety of problems was detected in UN procure-
ment services. In order to investigate suspected fraud and
corruption in this sector the United Nations sought the
assistance of OLAF. OLAF responded by seconding an
experienced investigator to New York to set up and lead a
specialised task force. This investigator is the former Head
of Unit who was in charge of the multi-agency investiga-

() See5.9.
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tions within OLAF. The United Nations have expressed
considerable satisfaction with this measure as a number
of investigations were completed leading to both criminal
referrals and disciplinary hearings.

Additional cooperation has been requested from OLAF
following a decision by the World Bank to conduct a
review of the Office of Institutional Integrity within the
bank. Once again OLAF agreed to this request by second-
ing the same experienced officer as counsel to the panel of
experts conducting this review.

5.7. Cooperation with bodies in charge
of police and judicial cooperation

5.7.1. Eurojust

OLAF has continued to work in 2006 towards making its
cooperation with Eurojust more efficient. The decision
establishing Eurojust indicates that Eurojust ‘shall estab-
lish and maintain close cooperation with OLAF. To that
end, OLAF may contribute to Eurojust’s work to coord-
inate investigations and prosecution procedures regarding
the protection of the financial interests of the Communi-
ties, either on the initiative of Eurojust or at the request
of OLAF where the competent national authorities con-
cerned do not oppose such participation’.

At the end of 2004 Eurojust and OLAF set up a joint li-
aison working group to enhance further cooperation in
relation to cases of common interest. The memorandum
of understanding signed in April 2003 came into effect in
2005. The main idea is to select cases of common interest
and to discuss them on a regular and planned basis. This
pragmatic approach enables OLAF and Eurojust to find
better solutions for working together.

A number of contacts were made to reinforce the cooper-
ation with the European Judicial Network and with
Eurojust. The President of Eurojust and the Director-Gen-
eral of OLAF met in May 2006 to discuss developing the
cooperation system.

In 2006, Eurojust took the initiative to bring heads of EU
organisations working in the EU area of Justice, Freedom
and Security together. The ‘EU JHA agencies’ participating
comprise Eurojust, Europol, OLAF, the EU Joint Situation
Centre, Frontex (European Agency for the Management
of Operational Cooperation at the External Borders of the
Member States of the EU) and CEPOL (the European Police
College), as well as Council working groups, such as the
Police Chief Tasks Force (PCTF) and the Strategic Com-
mittee on Immigration, Frontiers and Asylum (SCIFA).
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On 14 July 2006, Eurojust organised a meeting of ‘Heads
of EU JHA agencies’ with a view to bringing together all
EU players concerned with European policies in the field of
justice and police cooperation. OLAF’s Director-General
participated in the meeting, although OLAF is not an EU
JHA, because of the relevance to the meeting of OLAF’s
independent investigative role in the protection of EC
financial interests. The ‘Heads of EU JHA agencies’ under-
lined their commitment to better cooperation to ensure
that Member States’ authorities can take full advantage of
the tools established at a European level.

As a follow-up, OLAF agreed to organise a working group
on legal challenges to the exchange of information. On
6 December 2006, OLAF hosted a first technical meet-
ing of the legal and data protection officers from CEPOL,
Eurojust, Europol, Frontex and PCTF.

5.7.2. Europol

Since the signing of the administrative arrangement with
Europol in April 2004, regular meetings have taken place
between members of OLAF intelligence units and their
counterparts in the economic crime section of Europol.

OLAF and Europol have begun working together on
combating cigarette smuggling. The analytical means of
Europol combined with the established operational experi-
ence of OLAF should ensure the best possible service to the
Member States and should avoid the unnecessary duplica-
tion of efforts.

Two other meetings were held in 2006 between OLAF
and Europol. These dealt with the counterfeiting of cur-
rency and were organised by the Forgery of Money Unit
at Europol in The Hague. The meetings bring together the
heads of the national central offices for combating cur-
rency counterfeiting in the Member States and in some
third states, Interpol, the ECB and the European Commis-
sion. The main items on the agenda were the euro counter-
feiting situation in the states represented and technical and
operational issues relating to euro counterfeiting.

5.8. Protection of the euro

OLAF continues to coordinate Member State efforts to
protect the euro against counterfeiting in close coopera-
tion with Europol and the European Central Bank (ECB).
The ECB has underlined the importance of this cooper-
ation in the fight against counterfeiting of the euro.

Quarterly meetings of the Euro Counterfeiting Experts
Group, in the framework of the Anti-Fraud Advisory
Committee (Cocolaf) bring together experts from the com-
petent national authorities, judiciary, financial authorities
and central banks of the Member States and candidate
countries, as well as European institutions and bodies and
Interpol.
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During the reporting period, OLAF continued to manage
the Pericles programme which provides funding for the
protection of the euro against counterfeiting. The chal-
lenge for 2006 was to respond appropriately to requests
for assistance, information and knowledge exchanges, and
training, while bearing in mind that new Member States
were showing increasing interest in the activities provided
under the Pericles Programme as they approach inclusion
in the euro area. Five Pericles actions were registered on
activities that focussed on the protection of the euro for
acceding and candidate countries.

The Commission (OLAF) promoted a number of legal ini-
tiatives for the protection of the euro. Based on the Com-
mission Decision of 29 October 2004 which established the
European Technical and Scientific Centre (ETSC) within
OLAF, for the analysis and classification of counterfeit
coins, an exchange of letters in December 2006 between
the Commission and the French Ministry of Finance con-
firmed the use by the ETSC of equipment belonging to the
French mint for its analysis work. In 2006 the ETSC identi-
fied 70 new types and sub-types of counterfeit euro coins.

5.9. External activities

5.9.1. OLAF conferences

OLAF itself organised five conferences and seminars in
2006 for training purposes to cover priority areas such as
cooperation with candidate countries, investigations in
cooperation with national services, communication and
cooperation with national prosecutors.

5.9.2. Hercule programme

The Hercule programme, managed by OLAF, provides the
possibility to part-finance actions in the area of the fight
against fraud for which Member States ask for grants (*°).
These grants are allocated for technical assistance, training,
seminars and conferences in relation to fraud prevention.

In 2006 three major types of action were part-financed by
the Hercule programme:

— the fight against fraud supported by training actions,

— varijous activities of European legal associations devoted
to the protection of the financial interests of the Com-
munities and,

— technical and operational support for fraud investiga-
tors.

(™) See http://ec.europa/anti-fraud/programmes/index_fr.html.
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Eleven training events were part-financed at a total cost
of about EUR 550 000, including international seminars
and workshops and some IT-related training. These funds
were distributed to the most cost-efficient projects, bear-
ing also in mind the need for geographical balance and the
distribution of assistance in earlier years.

In the legislative sector five seminars and one comparative
law study were selected to reinforce cooperation between
the different departments responsible and to promote legal
research in the area of the protection of the Communities’
financial interests. The actions were selected in line with
the criteria set out in the annual work programme, and
on the basis of the priority topics, such as ‘Legal aspects
of cooperation between OLAF and all national anti-fraud
agencies’, and ‘Law and administrative practices in the
field of fraud prevention, in particular blacklisting and
early warning system procedures, and sanctions’. Around
EUR 375 000 was allocated.

In the field of technical and operational support for fraud
investigations, 23 grants were awarded out of 27 requests
made. A total of EUR 2 963 000 was allocated under the
Technical Assistance part of the Hercule programme out
of a total budget of EUR 3 million.

Table 38: Number of actions selected

Area Number of activities

Training 11
Legislative area 6
Technical and operational support 23

5.10. Information and communication

5.10.1. Data protection officer

Compliance with Regulation (EC) No 45/2001 on data pro-
tection (*') is a comprehensive and challenging aspect of
OLAF’s operational work, in particular since the require-
ments of data protection must be balanced with the fulfil-
ment of OLAF’s investigative and operational tasks.

OLAF staff will at all times respect the rules on the pro-
tection of personal data established in Regulation (EC)
No 45/2001, in particular the requirements with respect
to data quality, providing information to the data subject,

() Regulation (EC) No 45/2001 of the European Parliament and of the
Council of 18 December 2000 on the protection of individuals with regard
to the processing of personal data by the Community institutions and
bodies and on the free movement of such data.
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rights of the data subject regarding access, rectification,
blocking, and erasure.

As a data subject, the person concerned has a right of
access to the personal data related to himself contained
in the file. However, this right of access may be deferred
if access would be harmful to the investigation or oper-
ation. This is decided on a case-by-case basis. For OLAF,
the most important exemptions and restrictions that may
apply in a given case are the need to safeguard ‘the preven-
tion, investigation, detection and prosecution of criminal
offences’ and ‘an important economic or financial inter-
est of a Member State or of the European Communities,
including monetary, budgetary and taxation matters.’

OLATF treats the protection of personal data as an issue of
particular priority. The European Data Protection Super-
visor (EDPS) has acknowledged OLAF’s progress in this
area. OLAF has developed its data protection structures
and activities and has provided training for its staff. Data
processing operations presenting specific risks have been
sent for prior checking to the EDPS.

5.10.2.Ombudsman

In 2006, seven new complaints were filed with the Euro-
pean Ombudsman concerning OLAF, most of them al-
leging that OLAF had not replied to correspondence sent
to it. OLAF submitted replies to all complaints and requests
for information from the Ombudsman on time.

5.10.3. Spokesman, communication and
public relations

OLAF and its operational partners are convinced that
information and communication must continue to be used
as a means of preventing and combating fraud and corrup-
tion. Therefore OLAF supports its operational independ-
ence with its own information and communication strat-
egy. The latter has to be implemented in a manner which
respects the Office’s obligation to safeguard investigations
and operations so as to respect the rights of the individ-
ual, in particular the presumption of innocence, within the
framework prescribed by international, Community and
national law. During the reporting period, the Office main-
tained its firm line of balancing these interests.

OLAF launched various information and communication
activities to provide a reliable image of the Office.

One such activity was the organisation of two Anti-Fraud
Communicators’ Network (OAFCN) meetings and of an
OAFCN seminar on ‘Transparency and Media Relations
as a Means of Fighting Fraud and Corruption Affecting the
EU Financial Interests’ that was co-chaired by the Inter-
national Federation of Journalists (IF]) and hosted by the
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Case study: Legality of an OLAF press release

On 4 October 2006 the European Court of First Instance delivered a judgment (T-193/04) concerning,
among other things, an OLAF press release.

In 2002, a journalist employed by a German magazine published two articles in which he described
irregularities within the European institutions to which attention had been drawn by an official of the
European Commission. After having opened an investigation to identify the officials or servants of the
European Commission at the source of the leak of the memorandum written by that official and two
internal OLAF notes, OLAF stated in a press release dated 27 March 2002 that an investigation had been
opened and that it could not be ruled out that payment may have been made to somebody within OLAF
(or possibly another EU institution) for those documents.

The journalist brought the matter of this OLAF press release before the European Ombudsman,
who stated that making allegations of bribery without a factual basis constituted an instance of
maladministration.

In 2004, OLAF forwarded information concerning suspicions of breach of professional secrecy and bribery
to the public prosecutor in Brussels and Hamburg. An investigation into alleged corruption and for
breach of professional secrecy was opened in Belgium where a search was carried out by the national
authorities at the journalist's home and office and documents were seized.

The journalist then requested the Court of First Instance of the European Communities to annul the act by
which OLAF had forwarded information to the public prosecutor in Brussels and Hamburg and to order
compensation for the harm suffered, including that caused by the press release. The journalist pointed
out that the public allegations by OLAF not only constituted an act of maladministration but also an
infringement of the principles of sound administration, the presumption of innocence and the right to
a fair trial. According to him, the publication of press releases about ongoing investigations constituted
a breach of Article 8 of Regulation (EC) No 1073/1999, since information forwarded or obtained in the
course of internal investigations was subject to professional secrecy.

Inits ruling, the Court dismissed the action for annulment of the act by which OLAF forwarded information
to the German and Belgian judicial authorities. It further dismissed the action for damages allegedly
caused by this forwarding of information.

Finally, the Court also dismissed the action brought against the press release: concerning OLAF press
releases in general, the Court stated that, in view of the autonomy granted to OLAF by Regulation (EC)
No 1073/1999 and of the general objective of press releases of providing information to the public,
OLAF enjoys discretion as regards the appropriateness and content of its press releases in respect of its
investigatory activities.

On the specific OLAF press release in question, the Court points out that the allegations contained
therein, formulated in a hypothetical way, without indicating the journalist's name or the name of the
magazine for which he worked, do not constitute a manifest and grave disregard by OLAF of the limits
of its discretion. The Court adds that, in particular, the classification as an ‘act of maladministration’ by
the Ombudsman does not mean, in itself, that OLAF’s conduct constitutes a sufficiently serious breach
of a rule of law.

As the journalist has lodged no appeal against the ruling it has become definitive.
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In a more recent ruling which also refers to an OLAF press release (F-23/05 of 2 May 2007) the Court
has further elaborated on the need to inform the public about the fight against irregularities and fraud
stating that a culture of responsibility had grown inside the Community institutions, which responds in
particular to the wish of the public to be informed and reassured that dysfunctions and cases of fraud
are being identified and, if that is the case, duly eradicated and sanctioned. The Court further states that
this requirement carries the consequence that officials and other agents holding management posts in
an administration like the Commission have to take into account the possible existence of a well justified
need to communicate certain information to the public.

Bulgarian Ministry in Sofia. OLAF issued 22 press releases
and two press briefings were held, jointly with the Com-
mission, on the OLAF Activity Report and the Commission
report on the protection of the EU’s financial interests.

OLAF registered 523 responses to media requests (i.e.
interviews, press conferences briefings). OLAF partici-
pated in 157 anti-fraud training activities which were not
organised or financed by the Office.

In 2005 a total of 62 visits to the Office were organised,
involving 848 persons in total, mainly from customs, inves-
tigation services and public prosecutors offices in Member
States and other countries. Additionally, delegations were
welcomed to OLAF from a variety of public bodies.

The OLAF website continued to be the basic tool of the
Office’s communication and information policy. The

Figure 9: Number of visits to the OLAF website ()
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number of hits has constantly risen since its first installation.
The main pages of the OLAF site are available in all official
languages. The site was improved in 2006 by the creation of
new sections relating to the presentation of OLAF (func-
tions, management, organisation, independence, commu-
nication, and so forth) and the new Supervisory Commit-
tee as well as press, cooperation with journalist associations,
relations with the European Parliament, the image bank and
conferences. The site has also been made more accessible to
handicapped persons thanks to special software for the blind
according to international standards (OLAF website: http://
ec.europa.eu/dgs/olaf/index_en.html).

The OLAF website registered over 545 000 visits in 2006.
At the end of the year the OLAF Internet site comprised
2 385 pages and the OLAF Intranet 60 pages. The sections
most visited are the press room, mission and reports.

2005 2006

348158
811644

Number of visits

I Number of pages viewed

407 804
945 399

545 041
1140 440

417 092
929008

(') The number of visits differs from the information published in previous reports as the methodology used to reckon the figures has been revisited. Visits from search

engines and other ‘non-significative’ visitors had been removed from the statistics.
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6. Budget

Table 39 outlines the areas of expenditure within Table 40 shows OLAF’s operational budget for the last five
this budget. OLAF’s administrative budget () is over calendar years (*). It was over EUR 13 million in 2006. The
EUR 50 million in 2007. The personnel heading accounts distribution of expenditure is as follows:

for over 60 % of total administrative expenditure.

Table 39: Development of the OLAF administrative budget, 2002-06

Budget 2002 Budget 2003 Budget 2004 Budget 2005 Budget 2006

(million EUR) (million EUR) (million EUR) (million EUR) (million EUR)
Personnel 19.3 234 26.7 304 32.09
External personnel 4.7 4.6 5.0 2.8 2.60
Management expenditure 2.2 2.60
Furniture/infrastructure 7.8 7.7 8.6 9.8 10.90
Anti-fraud actions 1.7 1.9 2.0 1.7 1.70
Supervisory Committee 0.2 0.2 0.2 0.2 0.20
Lawyers associations 0.4 0.4 n/a n/a n/a
Percentage committed 95 97 93 92 93

Table 40: Development of the OLAF operational budget, 2002-06

Budgetary line Budget 2002 Budget 2003 Budget 2004 Budget 2005 Budget 2006
(million EUR) (million EUR) (million EUR) (million EUR) (million EUR)

24.0201 General anti-fraud measures 5.5 5.1 33 2.4 3.8
24.0202 Pericles 0.6 0.9 1.0 1.0 1.0
24.0203 Anti-fraud Information
System (AFIS) 2.6 3.8 43 48 4.8
24.0204 Hercule (lawyers associations
included from 2004) n/a n/a 39 39 39
Total
Percentage committed 97 95 92 94 94

(**)  While Title 24 of the European Commission’s budget includes OLAF total
budget, OLAF’s administrative budget is described in Annex COM III to the (*)  Since 2004, OLAF’s operational budget has been allocated in Title 24 of the
budget. European Commission’s budget.
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Foreword

by the Director-General of OLAF

After eight years of existence of the European Anti-Fraud
Office (hereinafter referred to as ‘OLAF or ‘the Office’), it
is now time to provide OLAF staff with an updated set of
rules and procedures. This also responds to the Commis-
sion’s call for OLAF to update its working procedures and
to the comments formulated by the Court of Auditors in
its special report No 1/2005 on the management of OLAF.
Consequently, I have decided to draw on our experience of
these past eight years and to reform the old OLAF Manual.
The new rules meet the standards underlying the Principles
and Guidelines of the Uniform Framework for Prevent-
ing and Combating Fraud and Corruption agreed by the
International Financial Institutions (**). However, certain
differences are necessary given the distinct legal environ-
ment in which OLAF operates.

This document, Manual — Operational Procedures, is a
short and concise set of basic instructions for OLAF staft,
focusing primarily on the conduct of investigations. It is
intended to provide OLAF investigators with a summary
of the basic principles and rules which, in line with OLAF’s
mandate, will enable them to produce results that can be
used by Community bodies or in national administrative
and judicial procedures. This set of rules also gives an over-
view to third parties, Community bodies, national author-
ities and individuals of their rights and obligations within
OLAF investigations and operations. It increases transpar-
ency and legal certainty. However, it is purely explanatory
in nature and is not intended to produce any legal effects
that are contrary to the applicable legal framework.

The Manual — Operational Procedures will become the
core part of a longer and comprehensive version of the
Manual containing all of the Office’s internal procedures,
which will be available internally to OLAF staff.

The Manual — Operational Procedures (hereinafter
referred to simply as the ‘Manual’) is divided into three
parts. Part 1 contains the introduction to OLAF and its

(*) International Financial Institutions Anti-Corruption Task Force, September
2006.

ph710252_INT_EN.indb 72

mandate and the general principles of its operational activ-
ities. Part 2 sets out the basic rules and instructions to be
applied during investigations and operations from the time
initial information is received and assessed to the trans-
fer of the case to other Community or national author-
ities for follow-up proceedings and during the follow-up
phase. Part 3 is devoted to the rights of individuals, which
the investigators are obliged to respect during their activ-
ities (%°).

I am confident that the new Manual will help to consoli-
date OLAF’s investigative practice, increase its operational
efficiency and ensure full compliance of its investigative
procedures with legal requirements and fundamental
freedoms.

More information on OLAF’s activities and procedures
can be found on OLAF’s website (http://ec.europa.eu/dgs/
olaf/index.htm).

Franz-H. Briiner
Director-General
Brussels, May 2007

(*) Basic terms used in the text are defined in the Glossary at the end. For
convenience, pronouns appear throughout the manual in masculine gender.
However, these references are meant to apply to both men and women.
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1. Statutory and procedural principles

1.1. OLAF’s mandate

The mission of the European Anti-Fraud Office (OLAF)
is to protect the financial interests of the European Union
(EU) and therefore of its citizens, and the reputation of
the European institutions. It achieves this by investigating
fraud, corruption and any other illegal activity affecting
those interests, including misconduct within the Euro-
pean Community (EC) bodies; by assisting Community
and national authorities in their fight against fraud; and
by means of deterrence, prevention and strengthening
legislation, making it more difficult for fraud and irregu-
larities to occur and thereby contributing to public trust
in the European project.

OLAF’s mandate covers in principle all Community rev-
enues and expenditures. It includes the general budget,
budgets administered by the Communities or on their
behalf and certain funds not covered by the budget, admin-
istered by the Community agencies for their own account.
It also extends to all measures affecting or liable to affect
the Communities’ assets. Finally, it covers other, non-
financial interests, and concerns all activities designed to
safeguard Community interests against serious irregular
conduct liable to result in administrative or criminal pro-
ceedings, including investigations in areas other than the
protection of the Communities’ financial interests.

1.2. OLAF’s powers and legal
framework

OLAF achieves its mission by conducting fully independ-
ent internal and external administrative investigations as
defined in Regulation (EC) No 1073/99 and Regulation
(Euratom) No 1074/99 (*). The Community legal basis for
action against fraud is Article 280 of the EC Treaty.

(*)  OJL136,31.5.1999, pp. 1 and 8. Where reference is made to Regulation (EC)
No 1073/99, it also refers to Regulation (Euratom) No 1074/99.
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« OLAF is empowered to conduct internal investigations
under Regulation (EC) No 1073/99 and the internal
decisions adopted by Community bodies in accordance
with the Model Decision (*) contained in the Interin-
stitutional Agreement concerning the terms and con-
ditions for internal investigations conducted by OLAF.
The purpose of internal investigations is to fight fraud,
corruption and serious misconduct within the Com-
munity bodies and to bring to light any serious matters
concerning the discharge of professional duties by the
staff of the Communities that may be detrimental to the
interests of the Communities and liable to result in dis-
ciplinary or criminal proceedings.

o OLAF is empowered to conduct external investigations
based on Regulation (EC) No 1073/99 in conjunction
with Regulation (EC, Euratom) No 2185/96 (**), Regu-
lation (EC, Euratom) No 2988/95 (¥) and the relevant
sectoral rules that permit on-the-spot checks and inspec-
tions on the premises of economic operators who may
have been involved in, or concerned by, an irregular-
ity or fraud. OLAF’s investigators also comply with the
national procedural rules of the Member State in which
they conduct an investigation. They work in close co-
operation with the authorities of the Member State in
question. The purpose of external investigations is to
detect irregularities and to fight fraud and corruption
detrimental to the EU’s financial interests committed by
economic operators in the Member States or third coun-
tries.

The specific legal basis will always be identified in the deci-
sion formally opening an investigation.

« OLAF also organises close cooperation among the com-
petent authorities of the Member States and third coun-
tries in order to coordinate their investigative activities.
OLAF supplies Member States and third countries with

(*) OJL136,31.5.1999, p. 15.
(*) OJL292,15.11.1996, p. 2.
(*) OJL312,23.12.1995, p. 1.
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the necessary support and technical know-how to help
them in their anti-fraud activities, and cooperates closely
with international organisations with parallel interests.
These activities, other than internal or external investi-
gations, are described as operations or operational activ-
ities.

Integral to these investigative and operational processes
are the information, intelligence and technical support
functions of the Office.

This Manual describes the features common to operations
and to internal and external investigations. Where the rules
differ, the differences are pointed out.

1.3. Independence and the
Supervisory Committee

Within general administration activities, participation in
the Commission’s legislative and policy initiatives, inter-
national cooperation, etc., OLAF staff act as agents of the
Commission subject to its internal rules and powers.

On the other hand, as regards operational investigative
activities, OLAF staff act as agents of an independent
investigative body. The opening, conduct and closing of an
investigation is a matter under the exclusive competence
of the Director-General. OLAF investigators act under his
direction, delegated authority and control.

The Director-General is appointed by the Commission
following consultation with the European Parliament and
the Council for a term of five years. In performance of
his duties with regard to the opening and carrying out of
investigations, the Director-General does not seek or take
any instructions from any government, Community body
or anybody else.

In order to ensure independent monitoring of the imple-
mentation of OLAF’s operational function, a Supervisory
Committee was established. It is composed of five inde-
pendent experts appointed by common accord of the Euro-
pean Parliament, the Council and the Commission. The
Supervisory Committee carries out its function without
interfering with investigations and operations in progress.
OLAF cooperates with the Committee under the authority
of its Director-General.

The Director-General keeps the Supervisory Committee
regularly informed of the Office’s activities, investigations,
the results thereof and the action taken on them. Where
an investigation has been in progress for more than nine
months, the Committee is to be informed of the reasons
and the expected time for completion. The Committee is
also to be informed where a Community body has failed
to act on the recommendations made by OLAF and of the
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cases requiring information to be forwarded to the judicial
authorities of a Member State.

1.4. General principles

OLAF investigators must perform their activities in
accordance with the principles of legality, integrity and
proportionality. They must act impartially, handle case
work within a reasonable time span, respect the authority
of the hierarchy, comply with the procedures relating to
the protection of Community privileges and immunities,
and observe professional secrecy and confidentiality, as
indicated below. OLAF staff must respect the fundamen-
tal rights and freedoms of individuals at all times. More
detailed rules are set out in Section 3 of this Manual.

Legality and integrity

All activities must be carried out in full compliance with
the applicable legal rules. In addition, OLAF staff must
adhere to the highest standards of ethics as provided for
in the Commission’s codes of conduct and Code of Good
Administrative Behaviour.

Proportionality

When fulfilling their tasks, investigators must take into
consideration the seriousness of risks for the Community
and its citizens, the rights of others, the overall interests
and mission of the Communities as well as the limited
resources of the Office. They must conduct their cases in
an efficient and effective manner.

Impartiality

The impartiality of investigative and operational activ-
ities presupposes the absence of any potential conflict
of interest that might occur on the part of the investiga-
tor. In accordance with Article 11(a) of the Staff Regula-
tions (*°), an OLAF official must not, in the performance
of his duties, deal with a matter in which, directly or indi-
rectly, he has any personal interest (in particular family or
financial interests) such as to impair or appear to impair
his independence.

During investigations and operations OLAF investigators
gather and take into account any relevant information,
both inculpatory and exculpatory.

Reasonable duration of cases

OLAF investigators must always conduct investigations
and operations continuously within a reasonable time
span, taking into account the complexity of the case, the
division of responsibilities between national and Commu-

(*) OJP45,14.6.1962, p. 1 385.
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nity authorities and any other relevant circumstances. If
the case is still ongoing nine months after being opened,
the investigator prepares a report for the Supervisory
Committee summarising the allegations, the status of the
case, the reasons for the delay and the estimated time for
completion.

Authority

All staff undertaking an investigation or an operation must
be duly empowered. When carrying out their tasks, they
must produce written authorisation showing their iden-
tity and their capacity. They must be equipped for each
intervention with written authority indicating the subject
matter of the investigation.

Immunities

Internal investigations are conducted in accordance with,
inter alia, the EC Protocol on Privileges and Immunities
and the Staff Regulations. In relation to national author-
ities OLAF stipulates that the protocol requires each Com-
munity body to waive its own immunity wherever it con-

ph710252_INT_EN.indb 75

siders that the waiver of such immunity is not contrary to
the interests of the Community.

In a case where OLAF considers that immunity has to
be lifted, it advises the national authority accordingly on
required requests to be addressed to the relevant Com-
munity body.

Professional secrecy and confidentiality

The information obtained during an investigation or
operation is subject to professional secrecy, which must
be observed at all times. It is based on Article 287 of the
EC Treaty, Article 17 of the Staff Regulations, Article 8 of
Regulation (EC) No 1073/99, Article 8 of Regulation (EC,
Euratom) No 2185/96 and on the sectoral regulations.

Information obtained during the course of an investigation
or operation is provided only to persons and bodies whose
professional duties require them to know that information
(need to know principle) and the use that can be made of
the information is limited to preventing fraud, corruption
or any other illegal activity.
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2. (ase procedures

2.1. Assessment

2.1.1. Sources of initial information

OLAF may receive information from any source, includ-
ing Community bodies, Member State and third-country
authorities, international organisations, informants, whis-
tle-blowers, witnesses, anonymous sources, etc. OLAF also
uses its own intelligence resources to search for indications
of fraud.

In compliance with the Commission’s Code of Good
Administrative Behaviour, whenever the information
originates from an identifiable person, OLAF investiga-
tors acknowledge receipt of such information. Equally,
whenever either a non-case or a closure decision has been
agreed, this individual or body will be notified in writing
of the decision.

Information from anonymous sources is assessed accord-
ing to the same standard as any other information received.
Members of the public can contact OLAF to provide infor-
mation of investigative interest. Appropriate communica-
tion tools will be made accessible on OLAF’s website.

2.1.2. Assessment of initial information

All information received by OLAF relating to a possible
irregularity or fraud is to be made available to the Office,
and not withheld by any individual member of its staff. It
should be registered and assessed, irrespective of whether
it is anonymous or not. The purpose of the assessment is
to evaluate first of all whether the matter falls within the
competence of OLAF, and then whether the information
received appears to be reliable and whether the suspicions
are sufficiently serious. The assessment is undertaken in
order to decide whether to recommend to the Director-
General that a case should be opened. If the assessment is
positive, a report is submitted for management’s consid-
eration. Where the issue falls outside the competence of
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OLATF, the information can be referred to another national
or international authority.

During the assessment phase, OLAF evaluators make all
appropriate enquiries in order to clarify or corroborate
initial information. In general, the assessment phase does
not exceed two months from the date the information is
registered; it can, however, be extended by an additional
six months and, in exceptional cases, even further.

At this point, a case has not yet been formally opened.
Investigators must therefore limit their action only to clari-
fying the initial information with the source and with other
Community bodies and authorities involved in Member
States or third countries, and to evaluating and verifying
the accuracy of information against other information and
intelligence resources.

Executive Board

The Board assists the Director-General by giving advice
on the handling of cases. Board members include repre-
sentatives of the relevant directorates. On the basis of the
evaluation report, the Board may recommend that a case
be opened or that the incoming information be classified
as a non-case if there are no grounds for further action.
The Director-General or one of the directors acting on his
behalf decides whether to accept the recommendation.

2.2, Investigations and operations

The purpose of investigations is to collect the evidence
needed to establish the facts of the case in order to ver-
ify whether an irregularity, fraud, corruption or serious
misconduct detrimental to the EU’s financial interests has
occurred. OLAF investigators carry out their mandate to
investigate by collecting information, reviewing docu-
ments, and carrying out on-the-spot checks, inspections
and interviews. The purpose of operations is to assist or
coordinate with other national administrative and judicial
authorities in their investigations and other related activ-
ities.
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Monitoring 2.2.1. Types of cases

OLAF may undertake monitoring activities with regard
to action undertaken by other Community, international
or national authorities. In this context, Member States’
authorities may be requested to provide information.

This section summarises the investigative tools and
means used by OLAF investigators in the different types
of cases.

[ Evaluation of incoming information ]

[ Non-case prima facie ]—
Executive Board
1
[ Recommends the opening of a case ] [ Recommends not opening a case ]
Internal investigation case ] —[ Monitoring action ]
External investigation case —[ Non-case ]

Coordination case

INNNI

Criminal assistance case

)
)
)

Internal investigations

OLAF investigators may use the following means, in par-
ticular, within an internal investigation:

« collecting documents and information in any format
which can be used as evidence after technical and/or
forensic examination;

o conducting operational meetings with the departments
and parties concerned;

« conducting interviews with any person who is able to
provide information relating to an investigation;

o carrying out checks on the premises of the Community
body concerned. Members and staff of the bodies con-
cerned are required to cooperate fully with and supply
assistance, information and explanations to OLAF.

External investigations

Within an external investigation OLAF investigators may
use the following means, in particular:

o collecting documents and information in any format
which can be used as evidence after technical and/or
forensic examination;

o conducting operational meetings with the departments
and parties concerned;
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o conducting interviews with any person who is able to
provide information relating to an investigation;

« taking statements from any person who is able to pro-
vide information relating to an investigation;

o carrying out on-the-spot checks and inspections;

o carrying out control missions in third countries under
the terms of sectoral legislation or mutual assistance pro-
visions;

« taking samples for scientific examination.
Coordination and criminal assistance

In addition, OLAF conducts coordination activities in
order to facilitate and target operations undertaken by
other administrative or judicial authorities and provides
assistance to judicial authorities.

OLAF staft help to maintain the operational platform for
mutual administrative assistance (MAA) to facilitate inves-
tigations and operations in the customs and agricultural
sectors (Regulation (EC) No 515/97 (*')). This functions
at three levels:

o between the competent authorities of Member States;

() OJL82,223.1997, p. 1.
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 between the competent authorities of Member States
and the Commission (OLAF); and

o between the competent authorities of Member States, the
Commission (OLAF) and the designated authorities of
third countries.

OLAF investigators may take part in national checks sub-
ject to sector-specific legal rules. Where OLAF intends to
conduct investigations of its own, an external or internal
investigation needs to be opened. Where OLAF investiga-
tors need to conduct checks in third countries, the case
becomes an external investigation.

Changing the scope of a case; opening a
supplementary case

When a case is opened, the subject matter must always be
defined. Whenever the subject matter changes, OLAF must
change the scope of the case or open a separate case.

2.2.2. Specific conditions for conducting
investigations and operations

Authority

When conducting investigations vis-a-vis other parties,
bodies or authorities:

o OLAF investigators must produce written authorisation
showing their identity and their capacity.

« For each intervention they must produce a written
authority showing the subject matter and details of cer-
tain investigation activities to be undertaken. Specific
mention must be made of all access to premises, access
to computers and other storage media and on-the-spot
checks if any.

Duty of Member State authorities and Community
bodies to provide assistance

The Director-General may submit a written request to the
Commission, a Member of the Commission or an official
or other member of staff of the Commission to provide all
the information needed to carry out the duties assigned
to OLAF. When requesting such information, OLAF
should state the purpose of the request, what information
is required, and the time limit within which the informa-
tion is to be provided.

Where useful, OLAF investigators may point out to the
competent authorities that Article 6(6) of Regulation (EC)
No 1073/99 establishes that the competent authorities of
the Member States and Community bodies are obliged to
provide the necessary support to enable OLAF to carry out
its investigative functions.
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2.2.3. On-the-spot checks and other
inspections and their recording

Internal investigations

As part of an internal investigation, OLAF investigators
have the power of immediate and unannounced access
to the premises of a Community body for the purpose of
gathering any relevant information. This includes the right
to enter the premises, inspect, take a copy and/or obtain
extracts from any document (including accounts) or data
medium, and, if necessary, to take custody of such docu-
ment or data medium to ensure it is preserved for future
use; and to request oral information from members and
staff of Community bodies.

External investigations

As part of an external investigation, based on Regulation
(EC) No 1073/99 in conjunction with Regulation (EC,
Euratom) No 2185/96 and other relevant sector-specific
legal rules, OLAF investigators can conduct an inspection
of the premises of an economic operator in search of infor-
mation and documentation on the operations concerned,
under the same conditions as national administrative
inspectors and in compliance with national legislation.

These inspections can serve the following purposes:

o detecting serious or transnational irregularities or irreg-
ularities that may involve economic operators acting in
several Member States;

« consolidating an inspection to improve the effective-
ness of the protection of financial interests and to ensure
equivalent protection in the Community; or

« complying with a request of the Member State authority
concerned.

Copies of documents and storage media may be seized and
economic operators and their representatives may be asked
for explanations. Where persons, including representatives
of public authorities or entities, are interviewed, the stand-
ard rules must be applied. Statements may be taken from
the representatives of economic operators under condi-
tions that satisfy the individual rights specified in Sec-
tion 3.

The premises, land, means of transport or other areas used
for business purposes of any economic operator suspected
of committing an infringement of Community law harm-
ful to the Community’s financial interests can be checked.
Economic operators may be individuals, firms, and other
entities, including public enterprises (but not the compe-
tent authorities of the Member States). The premises of an
economic operator with whom a person concerned has had
contact may also be checked if this is deemed necessary to
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establish whether or not an irregularity or other suspected
or actual infringement has occurred. If a private dwelling is
used for business purposes, access must be granted. Refusal
to grant access is a breach of Community law.

Only the Member State concerned can ensure that entry
can be effected in accordance with national legal provi-
sions, and it has a duty to help OLAF investigators gain
entry if this is necessary. Should a Member State not
provide such assistance, the Commission can initiate an
infringement procedure.

While conducting the check, investigators must comply
with national procedural rules at all times. If necessary,
they should consult the national authorities before carry-
ing out the check. OLAF informs the national authorities
that they may take part in the check.

A comprehensive and complete report of the on-the-spot
check has to be drafted and the information submitted
to the national authorities in accordance with the rules
applicable under Regulation (EC, Euratom) No 2185/96.

2.2.4. Interviews and their recording

During investigations, investigators may invite persons
able to provide relevant information and persons who are
directly concerned by the allegations to an interview.

(a) Person able to provide relevant information

A person able to assist OLAF with its enquiries by provid-
ing relevant information has to be invited in writing to
attend an interview on an agreed date. When the circum-
stances require swift communication, the invitation may
be convened by any other means accepted by the inter-
viewee, such as e-mail, fax or phone call. The interviewee
must be informed of his rights as specified below.

(b) Person concerned

The person concerned has to be invited in writing to attend
the interview no later than 10 working days before the date
of the interview. In agreement with the person concerned,
this notification may be shorter. The notification states the
reasons for the interview, the legal basis for the case and
the rights of the person concerned.

The interview must be conducted in compliance with the
rights of defence and the local requirements of the relevant
jurisdiction(s). The person concerned must be informed
that the investigation may lead to one or more of the fol-
lowing outcomes: no further action; financial recovery;
or referral of the matter to the relevant Community body
concerned and/or to the competent national administra-
tive or judicial authorities. The investigator must advise the
person concerned that:
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« alegal counsel may assist him during the interview;

o he has a right not to make self-incriminating declar-
ations;

o he has the right to be interviewed in any one of the offi-
cial Community languages of his choice. In the letter
of invitation, interviewees are requested to inform the
investigator of their choice of language for the interview.
Whenever appropriate, investigators may use an inter-
preter. This is entered in the interview record;

« an official written record of the interview will be drawn
up;

« he may request that the documents he has produced be
annexed to the interview record and sent with the case
documents to the judicial authorities or to the disciplin-
ary unit of the relevant EC body;

o before signing the record he has the right to read and add
to it;

o he may request that his declaration be recorded as a
statement. He may also ask to annex documents in his
possession to the statement;

« the official record of the interview may be used as evi-
dence in disciplinary or court proceedings;

o he will receive a paper copy of the interview record as
soon as practicable.

An interview may also be carried out by video confer-
ence.

Investigators record the interview in writing. The record
of the interview is signed at once by all present; it indicates
the identity of all persons present, the place and date, start-
ing and finishing time of the interview and details of any
interruption to the interview.

If the interviewee refuses to cooperate, either by failing to
appear or refusing to answer questions, OLAF may refer
the matter to a Member State judicial/prosecuting author-

ity.

In addition, in internal investigations, members and staft
of Community bodies are also informed of their duty to
cooperate fully with OLAF, to lend any assistance required
to the investigation, and to provide OLAF with any rel-
evant information and explanations unless this would
infringe their right against self-incrimination. If an EC offi-
cial refuses to cooperate, he must be reminded that refusal
to cooperate can result in disciplinary proceedings. The
assistance of the Community body concerned can also be
sought.
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2.2.5. Forensic and technical examination

Forensic and technical examination may be carried out as
part of an external investigation in accordance with Art-
icle 7(1) of Regulation (EC, Euratom) No 2185/96. This
includes the right to copy the contents of the computer’s
storage devices.

In internal investigations, investigators may access docu-
ments and information in any format and any data medium.
Investigators have immediate and unannounced access
to the contents of any computer or other data medium
belonging to a Community body that has been made avail-
able to an official exclusively for the performance of his
duties. This includes the right-to-seize the computer or to
copy the contents of the computer’s storage devices.

2.2.6. Transmission of information during
investigations

OLAF may refer any information obtained in the course
of an external investigation to the competent authority at
any time, as appropriate. OLAF may refer any information
obtained in the course of an internal investigation to the
relevant Community body. Transmission of information
to a competent authority must be under the authority of
the Director-General. It must observe the rules on profes-
sional secrecy, and be on a need-to-know basis and in full
compliance with the following rules, in particular:

The Community body concerned will be informed of the
opening of an internal investigation.

OLAF investigators notify the Community body in advance
whenever they carry out investigative acts on the premises
of a Community body. If the circumstances of the inves-
tigation so require, they may delay notification until the
time of the visit, at the latest.

When it becomes apparent that an EC official or other staff
member is involved in the matter subject to investigation,
OLAF informs the respective Community body, giving the
following information:

« the identity of the person concerned;
 a summary of the facts;

« information as to whether the person has already been
notified of the evidence against him or, where appropri-
ate, on the need to postpone such notification to avoid
jeopardising the investigation.

The Community body will be informed where the internal
investigation shows that the Community body should take
appropriate steps to safeguard its interests.
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OLAF refers information obtained during investigations
into matters liable to result in criminal proceedings to a
national judicial or prosecuting authority. When such
referral is made within an internal investigation, OLAF
informs the Community body concerned.

The information to the Community body concerned might
be deferred in exceptional cases where absolute secrecy is
required and transmission of the information could jeop-
ardise the objective of the investigation, or if so requested
by the national judicial authority.

Third countries and international organisations

OLAF investigators and other staff should be aware of the
need to consider relations with third-country authorities
and international organisations as an integral aspect of
OLAF’s work, while taking into account the Community
interests, including the Community’s political and finan-
cial commitments to third countries in relation to Com-
munity expenditure and international protocols relating
to Community revenue. OLAF has direct contacts with
the competent investigation and enforcement authorities
of third countries, including customs, police and judicial
authorities, and international organisations with parallel
interests.

OLAF may transmit case-related information directly to
the competent authorities of third countries subject to pro-
fessional secrecy and in compliance with data protection
legislation. This transmission is needed to ensure appropri-
ate follow-up and thus to maximise the protection of the
Community’s financial interests.

When informing the relevant authorities, OLAF presents
its conclusions and may suggest measures to be taken such
as orders to allow the seizure of evidence, compensation
orders and orders for the freezing of assets. However, it
cannot require national authorities to take any specific
action.

Member States’ courts

In the course of handling a matter concerning Commu-
nity law, the courts of a Member State may ask OLAF to
provide operational information or documents. In such
cases, Community bodies are under obligation to lend
their active assistance to national legal proceedings on the
infringement of Community rules. Thus, Member States’
courts should normally be provided with such information
unless there are imperative reasons not to do so relating
to the need to avoid any interference with the functioning
and independence of the Communities or to the protection
of the rights of third parties.
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2.3. Closing a case

2.3.1. Final case report

At the conclusion of a case, a final case report is pre-
pared and submitted to the Board, presenting the findings
and conclusions. The final case report gives an objective
account of the facts as they emerged from the investiga-
tion or other operations, and an analysis of the findings; it
presents conclusions and, where appropriate, makes rec-
ommendations for appropriate action to be taken by the
competent national, Community or international author-
ities. Where appropriate, it should also record any ‘lessons
learned’ that can be implemented at a later stage. On the
basis of the draft final case report, the Board may recom-
mend closing a case with or without recommendations
(follow-up). Where appropriate, the Board may amend
the draft final case report.

The report should have the status of admissible evidence
in administrative and judicial proceedings.

OLAF performs the administrative, disciplinary, finan-
cial, judicial and legislative follow-up of its investigations
and operations according to the specific requirements
of each individual case, in close consultation with other
Commission departments and/or competent authorities
in the Member States, as appropriate. In the direct expend-
iture sector this may also involve civil actions in national
courts.

2.3.2. Transmission of information once a
case is closed

Transmission of the final case report and other documents
regarding the outcome of OLAF’s investigations and oper-
ations is under the authority of the Director-General.
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In internal investigations, the Director-General informs
the Community body concerned when a case or follow-
up is closed and forwards the final case report and any
relevant documents.

In external investigations or operations, the final case
report and relevant documentation are forwarded to the
competent authorities of the Member State responsible for
taking follow-up action.

OLAF also reports to the European Parliament, the Coun-
cil, the Commission and the Court of Auditors on the
results of investigations and operations. This reporting is
carried out in compliance with the confidentiality of these
investigations and operations, the legitimate rights of the
persons concerned, data protection rules and national pro-
visions concerning judicial proceedings.

2.3.3. Reopening cases

A closed case may only be reopened if new material evi-
dence appears that could challenge the previous conclu-
sions.

When a case is closed with follow-up, the new facts are
also referred to the authority or Community body dealing
with the case.

Cases closed with no follow-up or with follow-up com-
pleted are only to be reopened when new facts of a nature
likely to alter the outcome of the previous investigation
have come to OLAF’s attention. A decision to reopen a
case can only be taken after an assessment of the new facts
in accordance with the established procedures for open-
ing new cases.
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3. Individual rights
and information duties

Investigations and operations undertaken by OLAF are
administrative in nature but nevertheless must be under-
taken with full respect for the rights of persons and fun-
damental freedoms, in particular the principle of fairness,
the right of the person concerned to express his views on
all the facts which concern him, and the principle that con-
clusions of a case may be based solely on facts which have
evidential value.

3.1. Rights and obligations of persons
concerned

OLAF staff must respect the rights of persons directly
implicated in a case (persons concerned).

The internal decisions of each Community body setting
out the terms and conditions under which internal inves-
tigations may be conducted are applied as appropriate.

3.1.1. Right to be informed
(notification duties)

Internal investigations

OLAF must notify the person concerned at various stages
of an internal investigation: at the initial stage, to arrange
an interview, and at the closure of the case.

Where an internal investigation requires absolute secrecy,
or is at the request of a national judicial authority subject
to national law, notification of the person concerned may
be deferred, on the basis of a reasoned written decision. In
this case, OLAF may ask the Community body not yet to
inform the person concerned. As soon as the reasons for
the deferral cease to apply, the information will be for-
warded to the person concerned.

If the case is closed and no further action taken, the person
concerned is informed in writing. If the case is closed with
follow-up, the person concerned is informed in writing to
which authority the case has been passed on, unless this
would be detrimental to the follow-up action.
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External investigations

In external investigations, OLAF investigators inform the
person subject to the investigation, as long as this would
not be harmful to the investigation. OLAF investigators
also inform the person concerned when the investigation
has been closed as long as this would not be harmful to
any further action.

3.1.2. Contradictory procedure
Internal investigations

OLAF investigators must take into due consideration
that members, officials and servants of Community bod-
ies are required to cooperate with OLAF in its investiga-
tive efforts. This duty extends not only to an obligation to
provide information, but also to cooperate in any other
aspect as required by OLAF in the conduct of an internal
investigation.

Conclusions cannot be drawn referring by name to a
member, official or servant of a Community body once
the investigation has been completed, without first giving
the person concerned the opportunity to express his views
on all the facts which concern him. Thus, the person con-
cerned is invited to an interview before conclusions which
refer to him by name in a final case report are drawn. At the
interview, OLAF staff may only disclose the information
necessary to reach conclusions affecting the interviewee
directly.

External investigations

In external investigations, OLAF investigators enable the
person concerned to express his views on all the facts that
concern him before drawing any final conclusions. When-
ever the person cannot be heard, the investigator records
what steps were taken to meet this requirement. Compli-
ance with the obligation to invite the person concerned
may be deferred in cases necessitating the maintenance of
absolute secrecy for the purpose of the investigation or at
the request of a judicial authority.
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3.1.3. Defence rights

Investigators inform the person concerned of the follow-
ing defence rights:

o the right not to make any declarations which might be
self-incriminating;

o the right to be assisted by a legal counsel of his choice;

o theright to be interviewed in any one of the official Com-
munity languages of his choice. In the letter of invitation,
interviewees are requested to inform the investigator of
their choice of language for the interview. Whenever
appropriate, investigators may use an interpreter, which
is noted in the interview record;

o the right to provide their statements in any one of the
official Community languages of his choice.

Access to files

Without prejudice to the rules on transparency of the
European public administration, in particular the right to
request public disclosure of documents under Regulation
(EC) No 1049/2001 (*?), and the rules on the protection
of personal data under Regulation (EC) No 45/2001 (**),
throughout OLAF’s operational activities the person con-
cerned (or his legal counsel) has no specific right of direct
access to the OLAF investigation file. OLAF files can how-
ever be accessed indirectly, during follow-up proceedings
conducted by the Community or national authorities,
through these authorities, subject to applicable procedural
rules. This can be, for example, in the context of disciplin-
ary proceedings or sanctions before other Community
body or national administrative or judicial proceedings.
In disciplinary proceedings, the person concerned has
the right of access to ‘all documents directly related to the
allegations made against him’ (Articles 90 to 91, Article 2
of Annex IX to the Staff Regulations).

3.1.4. Review and remedies

OLAF applies high standards of ethical behaviour. All per-
sons concerned have the right at any time to complain to
the Director-General about the manner in which an inves-
tigation or operation is conducted. The Director-General
will appoint an OLAF senior agent who was not involved
in that activity to act as an independent expert and to
review the complaint. The Director-General will inform
the person concerned of the findings and any action taken
to remedy such a situation.

() OJL145,31.5.2001, p. 43.
(*) OJL8,12.1.2001, p. 1.
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This review is without prejudice to complaints made under
Article 90(a) of the Staff Regulations and to the general
right to bring an action before the Court of Justice of the
European Communities. In cases of alleged maladminis-
tration, any person may also refer the issue to the Ombuds-
man.

3.2. Otherrights

3.2.1. Informants and whistleblowers

An informant may contact Community bodies and/or
OLAF officials directly by phone or correspondence. A
whistleblower may use the dedicated phone line operated
by OLAF.

An informant or a whistleblower may wish to remain
anonymous. Any OLAF official having contact with an
informant or a whistleblower must inform the latter that,
while the Office will make every effort to respect his desire
for anonymity, it cannot guarantee anonymity once the
case is referred to judicial or administrative authorities.

As a matter of policy, OLAF does not offer any reward to
informants.

All informants or whistleblowers with an interest in the
outcome of the case are advised of the outcome when the
case is closed, unless this would be detrimental to any
follow-up action.

3.2.2. Witnesses

Witnesses in principle do not request or require anonym-
ity. However, general rules on confidentiality and data pro-
tection apply.

3.2.3. Public access to documents

Subject to the applicable rules on data protection, pro-
fessional secrecy and confidentiality, OLAF staff help to
implement European rules on transparency, in particular
with respect to public access to documents. Any EU citi-
zen or legal entity registered in the EU can request public
disclosure of a document produced or held by OLAF in
accordance with Regulation (EC) No 1049/2001. The spe-
cific nature of such disclosure is that the document, once
disclosed, is provided in the same form to anyone and pos-
sibly published on the Internet. Therefore, such disclosure
should not be confused with access to a file by any person
concerned. When providing an applicant with access to
a document, the investigator or any other member of the
staff may not disclose any information that cannot be dis-
closed to the wider public.
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3.2.4. Protection of personal data

OLAF staff must at all times abide by the rules on the pro-
tection of personal data established under Regulation (EC)
No 45/2001, in particular the requirements on data qual-
ity, providing information to the data subject, rights of the
data subject regarding access, rectification, blocking, and
erasure.

As a data subject, the person concerned has the right of
access to any personal data contained in the file relating
to himself. However, this right of access may be deferred
where access would be harmful to the investigation or oper-
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ation. This is decided on a case-by-case basis. For OLAF,
the most important exemptions and restrictions that may
apply in a given case are the need to safeguard ‘the preven-
tion, investigation, detection and prosecution of criminal
offences’ and ‘an important economic or financial inter-
est of a Member State or of the European Communities,
including monetary, budgetary and taxation matters’.

Any data subject may lodge a complaint with the Euro-
pean Data Protection Supervisor where he considers that
his rights have been infringed as a result of the processing
of personal data by a Community body.
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Glossary of basic terms

« Case

A case is an operational file covering an investigation or
another kind of operation as described in Section 2.2.1,
opened by decision of the Director-General, or by a direc-
tor with delegated power, to launch an action following
an assessment.

« Declaration

A declaration is formally recorded oral information about
factual elements relevant to an OLAF case.

« External investigation

An external investigation is a case in which investiga-
tive activities are conducted based on Regulation (EC)
No 1073/99 in conjunction with Regulation (EC, Euratom)
No 2185/96, Regulation (EC, Euratom) No 2988/95 and
the relevant sectoral rules and cooperation agreements that
permit on-the-spot checks and inspections on the premises
of economic operators in the Member States and third
countries.

« Informant

An informant is a natural person who voluntarily discloses
factual information to OLAF concerning a matter within
the competence of the Office. He can be a whistleblower
or another person.

« Internal investigation

An internal investigation is a case in which investigative
activities are conducted within Community bodies on the
basis of Regulation (EC) No 1073/99 and the rules and
regulations set out in the internal decisions adopted by
Community bodies.
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e Interview

An interview is a formalised dialogue guaranteeing due
application of the rights of defence within a specific pro-
cedure.

+ Legal counsel

A legal counsel is a qualified lawyer or any other person
who gives advice and assists the person in formal contacts
with OLAF.

« Operation and operational activity

An operation is a case in which neither an internal nor an
external investigation is conducted by OLAF, but relevant
assistance and/or coordination is provided as described
in Section 2.2.1.

« Community body

A Community body is a European Community institution,
office or agency.

« Person concerned

A person concerned is the individual or entity to whom
facts under an OLAF investigation or operation may be
directly attributable. He is an individual or an economic
operator who is suspected of having committed an irregu-
larity or fraud.

« Statement

A statement, as distinguished from a formal interview,
is a written deposition by a person or an entity within
the framework of an OLAF investigation. A statement is
always signed by the person providing it.
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« Third party

A third party is a person or entity, but not a Community
body or national authority, which is related to an OLAF
case and has certain rights. He can be a person concerned,
a witness, an informant, a whistleblower, etc.

o Whistleblower

A whistleblower is an EC official or other member of EC
staff who is under a statutory obligation (Article 22(a) of
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the Staft Regulations) to come forward with the relevant
information. As long as he complies with the rules, he is
protected from adverse consequences on the part of the
Community body.

« Witness

A witness is an individual who is not a person concerned
but provides information concerning a matter within the
competence of OLAF.
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AFCOS
AFIS
BGRONA
CEPOL
CIS

CMS

Cocolaf

ECA
ECB
EFTA
ERDF
ESF

FIDE

FIFG

Frontex

IGAC
IGEC

IMF
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Anti-Fraud Coordination Service
Anti-Fraud Information System

Bulgaria and Romania Network Agreement
European Police College

Customs Information System

Case Management System

Advisory Committee for the Coordination of
Fraud Prevention

European Court of Auditors

European Central Bank

European Free Trade Association
European Regional Development Fund
European Social Fund

European Customs File Identification Data-
base

Financial Instrument for Fisheries Guidance

European Agency for the Management of
Operational Cooperation at the External Bor-
ders of the Member States of the EU

Inter Agency Group for Anti-Corruption
Interpol Group of Experts on Corruption

International Monetary Fund

ISPA

JHA
NCTS

OAFCN

OCU

OECD

OLAF
PCTF

Phare

PMI

Sapard

SCIFA

UCLAF

UN
TFR

VAT

Instrument for Structural Policies for Pre-
Accession

Justice and Home Affairs
New Computerised Transit System

OLAF Anti-Fraud Communication Net-
work

Operational Coordination Unit

Organisation for Economic Cooperation and
Development

European Anti-Fraud Office
Police Chief Tasks Force

Poland and Hungary Action for Restructur-
ing the Economy

Philip Morris International agreement

Special Accession Programme for Agricul-
tural and Rural Development

Strategic Committee on Immigration, Fron-
tiers and Asylum

Unit for the Coordination and Fraud Preven-
tion

United Nations
Task Force Recovery

Value Added Tax
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