The OLAF
report 2015

OLAFAS

EUROPEAN ANTI-FRAUD OFFICE



The Fraud Notification System (FNS) is a web-based tool avail-
able to any person who seeks to pass on information concern-

ing potential corruption and fraud.
http://ec.europa.eu/anti-fraud/olaf-and-you/report-fraud_en

~

Europe Direct is a service to help you find answers
to your questions about the European Union.

Freephone number (*):

00800678910T1

() Certain mobile telephone operators do not allow access to 00 800 numbers or these

calls may be billed.

More information on the European Union is available on the Internet (http://europa.eu).

Luxembourg: Publications Office of the European Union, 2016

Print:  ISBN 978-92-79-54196-4  ISSN 1977-4834  doi:10.2784/341077 OB-AD-16-001-EN-C

PDF:  ISBN 978-92-79-54199-5  ISSN 23152494  doi:10.2784/86009 OB-AD-16-001-EN-N

Photo credits:

Cover: © iStock, scanrail

Page 5: © European Union

Page 8; © European Union 2003

Page 9: © European Union 2016

Page 17: © European Communities 1997

Page 18: © European Communities 2000

Page 20: © Fancy/Flonline

Page 22: © European Union 2015

Page 23: © European Communities 2000

Page 27: © iStock.com/Szocs Jozsef, © Alix Minde/PhotoAlto/Flonline
Page 28: © Christine Balderas/Getty Images

Page 37: © Chris Ryan/Ojo Images/Flonline

Page 39: © Colin Anderson/Brand X Pictures/Jupiterimages

© European Union, 2016
Reproduction is authorised provided the source is acknowledged.



The OLAF
report 2015

Sixteenth report of the
European Anti-Fraud Office,
1January to 31 December 2015

OLAFA

EUROPEAN ANTI-FRAUD OFFICE



DISCLAIMER:

OLAF’s report features case studies for illustrative
purposes only. In particular, the fact that OLAF
presents such case studies does not prejudice the
outcome of any judicial proceedings, nor does it
imply that any particular individuals are guilty of any
wrongdoing.

The European Anti-Fraud Office is
commonly known as OLAF, which is the
acronym of its title in French, Office
européen de lutte antifraude.

Communicating with OLAF

http://olaf.europa.eu

Reporting fraud to OLAF
http://ec.europa.eu/anti-fraud/olaf-and-you/
report-fraud_en

Complaining about an OLAF investigation
http://ec.europa.eu/anti-fraud/olaf-and-you/
complaints-olaf-investigations_en

Requesting information on OLAF
http://ec.europa.eu/anti-fraud/contacts/
general-enquiries_en

Visiting OLAF
http://ec.europa.eu/anti-fraud/contacts/
request-visit_en

Media: http://ec.europa.eu/anti-fraud/
contacts/media-enquiries_en

Mailing address:
European Commission/European Anti-Fraud
Office (OLAF)/1049 Brussels, Belgium

Address for visitors:
European Anti-Fraud Office (OLAF)/Rue
Joseph Il 30/1000 Brussels, Belgium
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Executive Summary

Four years after its reorganisation in 2012, OLAF has
reached “cruising altitude,” improving its effectiveness
across all activity areas. Compared to the years preced-
ing the restructuring, OLAF has increased the number of
concluded investigations by 93 %, while also delivering
83 % more recommendations. The more efficient pro-
cessing of incoming information of potential investiga-
tive interest - the selection process - has also led to the
opening of 86 % more investigations than before 2012.
These increases in productivity were achieved despite
a decrease in staff and a change in investigative pro-
cedures. Regulation 883/2013 (') introduced additional
investigative requirements and more stringent internal
controls which could have led to longer investigations.
However, the average duration of OLAF investigations
has decreased by 18 % in the last four-year period.

In 2015, OLAF recorded 1372 incoming items of informa-
tion. The flow of information seems to have stabilised,
a testament to the positive cooperation the Office has
established with its partners, as well as to its efforts to
inform European citizens of the need to report fraud.
OLAF’s better allocation of resources has led to a fast-
er, more efficient selection process. The Office reduced
the average duration of its selections to 1.7 months in
2015. In this Report, OLAF is presenting examples il-
lustrating the considerations which determine whether
the Office will open an investigation.

In 2015, OLAF opened 219 new investigations. It con-
cluded 304 investigations, which represents a new re-
cord for the Office. As in previous years, the Structural
and Social Funds sector continued to be the largest sin-
gle area of OLAF’s investigative activity.

Through its recommendations, OLAF creates the con-
ditions for inappropriately spent EU funds to be recov-
ered to the EU budget. In 2015, the Office issued 364
recommendations to the relevant EU and national au-
thorities and recommended the financial recovery of
EUR 888 million.

(") Regulation (EU, Euratom) No 883/2013 of the European
Parliament and of the Council of 11 September 2013 concerning
investigations conducted by the European Anti-Fraud Office
(OLAF) and repealing Regulation (EC) No 1073/1999 of
the European Parliament and of the Council and Council
Regulation (Euratom) No 1074/1999.
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For the first time, the Report presents a comparison be-
tween the financial recommendations issued by OLAF
and the financial impact of irregularities detected and
reported by Member States. Our analysis shows the im-
portant contribution OLAF investigations are making in
ensuring that EU money serves its intended goals.

Inaddition toits investigation and coordination cases, in
2015 OLAF organised several Joint Customs Operations
(JCOs). These operations are coordinated and targeted
actions of a limited duration with the aim of combating
the smuggling of sensitive goods and fraud in certain
risky areas and/or on identified trade routes.

OLAF has progressed in its efforts to fight the illicit
trade in tobacco products, helping national authorities
seize 619 million cigarette sticks in 2015.

Thanks to its anti-fraud expertise, OLAF was also able
to support the EU institutions in building a legal frame-
work that offers improved protection to the EU budget.
In particular, throughout 2015 OLAF took an active
role in the on-going negotiations on the European
Commission proposal for the establishment of the
European Public Prosecutor’s Office (EPPO). OLAF be-
lieves the EPPO would streamline the process of iden-
tifying fraudsters and bringing them to justice more
swiftly. The EPPO would significantly reduce the cur-
rent fragmentation of national law enforcement efforts
to protect the EU budget, thus strengthening the fight
against fraud in the European Union.
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Foreword

It is with great pleasure that | introduce this edition of the annual report of the
European Anti-Fraud Office (OLAF). In 2015, OLAF maintained its strong investi-
gative performance, closing a record number of investigations, even if faced with
diminishing staff numbers. The Office particularly focused on reducing its backlog
of cases older than 20 months, significantly decreasing the number of long-lasting
investigations in its portfolio.

Once more, Structural and Social Funds proved to be the single largest area of
OLAF’s investigative work, and one where its added value was also most visible. In
2015, of the total EUR 888.1 million recommended for financial recovery, EUR 624
million were in the areas of Structural and Social Funds alone.

OLAF is also celebrating a milestone of sorts - it is four years since our reorgani-
sation in 2012, and we believe we have a lot to show for. When embarking on the
journey of rethinking the way the Office functioned, efficiency and optimal use of
resources were our main goals. We wanted to serve European citizens better, con-
tributing to an increased protection of the EU’s financial interests. Four years on,
we can now see that our work has paid off. Compared to the period before the re-
organisation, the Office has made significant efficiency gains in all areas. Despite
increasing legal constraints, we have assessed more items of incoming information
and have opened and concluded more investigations faster than ever.

OLAF owes these excellent results to its committed staff members and to the
continued cooperation with both Member States and with institutional partners.
However, despite some encouraging signs we have received from countries con-
centrating increasingly on the fight against fraud, there is still a lot of work that
remains to be done. To ensure that European money reaches projects that create
jobs, growth and wellbeing in Europe and beyond, awareness among citizens of
the fight against fraud and the political will to tackle this major problem are both
paramount. OLAF will continue supporting European countries in developing their
own national anti-fraud strategies and encouraging them to report any instance
of fraud they might encounter, knowing their concerns will always be treated with
the utmost care and consideration.

There are, however, limits to how much we can contribute to safeguarding the EU
budget. We are increasingly faced with transnational cases of fraud, requiring more
powers and more capacity than OLAF currently has. What we need and what we are
working towards is a European Public Prosecutor’s Office, a body which can both
investigate fraud and prosecute inside and across Member States.

I would like to, once again, take the opportunity to thank our staff for their ex-
cellent work and dedication throughout the past year. OLAF’s success is their ac-
complishment, and they can be truly proud of what they have achieved.

Giovanni Kessler
Director-General of OLAF
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1. Mission and mandate

OLAF Mission: Detect, investigate and work towards stopping fraud with European Union funds.

MANDATE
OLAF’s mandate is:

to conduct independent investigations into fraud,
corruption and irregularities involving EU funds so as
to ensure that EU taxpayers’ money reaches projects
that can stimulate the creation of jobs and growth

in Europe;

to investigate serious misconduct by EU staff and
members of the EU institutions, thus contributing to
strengthening citizens’ trust in the EU institutions;
to develop EU policies to counter fraud.

COMPETENCES

OLAF can investigate matters relating to fraud, corrup-
tion and other offences affecting EU financial interests
concerning:

all EU expenditure: the main spending categories
are Structural Funds, agricultural policy and

rural development funds, direct expenditure and
external aid;

some areas of EU revenue, mainly customs duties.
OLAF can also open investigations into suspicions of
serious misconduct by EU staff and members of the
EU institutions.

OLAF is part of the European Commission and, as such,
under the responsibility of Vice-President Kristalina
Georgieva. However, in its investigative mandate,
OLAF acts in full independence.

WHAT WE DO
OLAF’s investigative work involves:

assessing incoming information to determine
whether there are sufficient grounds for opening
an investigation;

conducting administrative investigations, where
appropriate, in cooperation with national criminal
or administrative investigative authorities and with
EU and international bodies;

supporting the investigations of national
authorities;

recommending necessary actions that should be
taken by the relevant EU or national authorities;
monitoring the actions taken by these authorities,
in order to assess the impact of OLAF’s work in the
fight against fraud, and better tailor the support we
provide to relevant national authorities.


http://ec.europa.eu/commission/2014-2019/georgieva_en
http://ec.europa.eu/commission/2014-2019/georgieva_en
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Responsibilities for much of EU spending are shared
between European, national, regional and local lev-
els. Even where EU institutions manage funds directly,
the money is often spent across national borders, and
sometimes outside the EU. The detection, investigation
and prosecution of fraud against the EU budget can
therefore only be conducted by OLAF in cooperation
with a wide range of partners, at national, European and
international level.

OLAF cases frequently concern:

corruption in public procurement procedures
involving EU finance;

double funding, where, through deceit, a project is
funded several times by different donors who are
unaware of the contributions the others made;
cross-border procurement fraud;

subsidy fraud in different forms, as fraudsters

take advantage of the difficulties of managing and
controlling transnational expenditure programmes.
Examples include the delivery of the same piece
of research to several funding authorities within
or beyond EU borders, plagiarism - the copying

of research which has already been undertaken by
others, and the deliberate gross disrespect of the
conditions of financial assistance.

Case study
OLAF helps misled donors recover
lost funds

OLAF received an allegation through its Fraud
Notification System that a beneficiary domiciled in
a Member State and active in an African country had
deliberately misled several foreign donors in order
to make a fraudulent profit on the financing of an
ecological project. The grant from the EU alone was
EUR 2 million.

Acting in close cooperation with the investigation
services of other donors, OLAF established that

the beneficiary had indeed systematically provided
false information to all donors, and had in particular
claimed payment of the same costs from different
donors.

OLAF recommended the recovery of the whole EU
grant and the prosecution of those responsible. OLAF
also provided the other donors with information
which should enable them to recover their money.

Customs revenue is often threatened by false dec-
larations of the description of goods, their origin or
value. Revenue is also threatened by straightforward
smuggling - for example by concealing goods which
are of high value, goods of illegal origin or counterfeit
products.

Smugglers seek out weak points in the national cus-
toms controls which protect the EU’s external borders,
such as frontier crossings, airports, seaports and inland
customs clearance offices, in order to abuse the op-
portunities offered by the single market. The import
of counterfeit goods endangers consumers, damages
legitimate business and trade, and reduces tax receipts.
The illicit trade in tobacco, in particular, is linked to
many forms of serious international organised crime
including money laundering, narcotics trafficking and
terrorist financing, and has enormous financial and so-
cial costs.

Case study
OLAF investigation leads to closure
of illegal shampoo factories

During 2014 and 2015, OLAF investigated the
trafficking of counterfeit shampoo in the EU, in
cooperation with the authorities of several Member
States. One criminal organisation is thought to

have imported around 50 containers of counterfeit
shampoo over a six month period. Several million
bottles manufactured in China and smuggled

via Dubai and Singapore were seized by national
authorities in France, Germany, the Netherlands,

Italy and Spain. In addition, these investigations led

to the closure of two illegal factories in Spain which
were manufacturing similar counterfeit shampoo from
materials imported from China or procured locally.
Together, these illegal plants had a capacity of half

a million bottles per month. In financial terms, the
VAT loss alone to national budgets was at least EUR

3 million, in addition to the other revenue lost from
black market trading. For the consumer, the trade in
this counterfeit shampoo meant at best the purchase
of an inadequate product, since the “shampoo” did not
contain the essential active component of the genuine
product. At worst, the consumer risked adverse health
consequences since some of the counterfeit product
contained a cosmetic ingredient which is banned in
the EU.



EU bodies are, like other employers, at risk of fraud
from their members and staff in relation to remuner-
ation, allowances, travel and relocation expenses, so-
cial security and health entitlements. They may also
be at risk from corrupt activity by members and staff
in procurement procedures, and from other forms of

Figure 1: EU expenditure in 2015

o

Special instruments
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corruption such as attempts to illicitly influence de-
cision-making and recruitment procedures. To some
degree, these risks are enhanced by the transnational
nature of EU business, which also makes investigations
more complex.

Smart and inclusive growth

Total
expenditure

6.1%

Administration

Global Europe

1.4 %

Security and citizenship

Source: O) L48, 24.2.2016, p. 13

—iEUR 141.28

billion

Sustainable growth:
natural resources

Disclaimer: these amounts are still subject to reliability checks by the European Court of Auditors.

Figure 2: EU revenue in 2015

VAT-based own resource

7.2 %

Other revenue

Total revenue

EUR 141.28

=

Surplus from
previous year

Traditional own resources
(TOR) (75%)

Source: O] 148, 24.2.2016, p. 14

oo

GNI-based own resource

Disclaimer: these amounts are still subject to reliability checks by the European Court of Auditors.
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2. Investigative activity

Figure 3: OLAF’s investigative work in 2015

219

Investigations
opened

1442

Selections completed

With 304 investigations concluded, 2015 proved to
be yet another excellent year for OLAF. Following its
reorganisation in 2012, the Office has now reached
“cruising altitude,” its work is consistently effective
and timely. The numbers speak for themselves - the
Office assessed more items of information than in
2014 and took less time to do so. Moreover, OLAF
opened a high number of new investigations and rec-
ommended more than EUR 888 million for financial
recovery. These results are detailed in the following
chapters, along with supporting graphs.

2.1. A successful reorganisation

As four years have passed since OLAF’s internal reor-
ganisation of 2012, it is now possible to have an over-
view of the effects that this has had on OLAF’s perfor-
mance. The results are as clear as they are impressive
- the Office has, in effect, doubled its capacity, and
the gains in efficiency are reflected across all areas
of OLAF’s work. Comparing the period before the re-
organisation (2008-2011) with the period after (2012-
2015), we can see that OLAF has increased the number
of investigations it has concluded by 93%. The number
of new investigations has also significantly improved,
with 86% more investigations opened post-reorgan-
isation. Consequently, OLAF delivered 83% more rec-
ommendations after 2012. OLAF completed 57% more

304

Investigations
concluded

364

Recommendations
issued

EUR
million
Recommended

for financial
recovery

selections after the reorganisation, and has done so
faster, providing sources with a prompt answer, even if
the case was eventually dismissed. Indeed, compared to
2008, OLAF has almost doubled the number of cases it
assesses in a year, while reducing the selection time by
more than 60%.

The numbers are particularly good as the gains in ef-
ficiency have been achieved despite a decrease in
staff and a change in OLAF’s investigative procedures.
Regulation 883/2013 (%), which provides for both addi-
tional investigative requirements and more stringent
internal controls, has led to more complex investigation
and selection processes. The additional requirements
should have naturally led to longer investigations. Still,
the average duration of investigations, including the
selection phase, has decreased in the past four-year pe-
riod by 18%, which is equivalent to 4.7 months. Since
its reorganisation, the Office has consistently worked
better, faster and has used fewer resources to do so.

(9 Regulation (EU, Euratom) No 883/2013 of the European
Parliament and of the Council of 11 September 2013 concerning
investigations conducted by the European Anti-Fraud Office
(OLAF) and repealing Regulation (EC) No 1073/1999 of
the European Parliament and of the Council and Council
Regulation (Euratom) No 1074/1999.
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Figure 4: OLAF in 2015: a record number of concluded investigations
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() The figures for 2012 include 219 investigation cases, already under evaluation, opened as a result of the reorganisation of 1.2.2012.

Figure 5: Impact of OLAF’s reorganisation of 2012

Number of selections completed

Number of investigations opened
Number of investigations concluded

Number of recommendations issued

2008-2011  2012-2015 Before/After reorganisation
3707 5812 +57 %
610 1137 +86 %
576 1113 +93 %
716 1313 +83 %
26.6 219 -18 %

Average duration of investigations (concluded and
on-going) including the selection phase (in months)

2.2.The selection phase

OLAF DEVELOPS A FASTER, MORE
EFFICIENT SELECTION PROCESS

OLAF’s investigative work starts with the selection
procedure. OLAF assesses all incoming information in
order to determine whether it meets the criteria for
opening an investigation. This selection procedure is
carried out by the Selection and Review Unit, which
reports directly to the Director-General.

The first issue is whether the matter falls within
OLAF’s legal competence: if the matter lies outside
OLAF’s competence, it may be appropriate for OLAF
to pass the information to another body, for example
to a national judicial authority if the allegation relates
purely to fraud against national finance. If the matter
falls within OLAF’s competence, it is assessed further.

The second issue is then whether there is sufficient
suspicion of fraud or irregularities to open an investi-
gation, given the information available, the reliability
of the source and the credibility of the allegations.

If sufficient suspicion is established, the third issue is
whether it is appropriate to open an investigation in
the light of the following interrelated criteria: propor-
tionality, efficient use of investigative resources and
subsidiarity. Whether an investigation falls within the
Investigation Policy Priorities of OLAF is a determin-
ing factor in favour of opening at this stage.

The Selection and Review Unit submits an Opinion to
the Director-General. The Director-General may decide
to open an investigation, to open a coordination case
- in which OLAF may coordinate or assist other author-
ities without undertaking investigative acts itself - or to
dismiss the case.

13
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The following examples illustrate some of the consid-
erations which determine whether OLAF will open an

investigation. They are hypothetical but are based on
OLAF’s experience.

1 An anonymous correspondent alleges 3 A company which has failed to win a tender

14

systematic violations of procurement
procedures for infrastructure funded partly
by the EU in a Member State. He claims
that named national senior officials are
linked to the company which has won
important contracts and that the local
judicial authorities have taken no action on
complaints.

Although the informant is anonymous, his
communication to OLAF is well structured
and coherent. OLAF’s checks in open
sources and Commission databases confirm
that his knowledge of the details of projects
is accurate, suggesting that he may have
inside access. Furthermore, open source
searches reveal local press reports alleging
illicit influence on the projects. Contacts
with OLAF’s main partner in the Member
State confirm that the local authorities are
not investigating the matter.

OLAF opens an investigation.

An informant alleges that a named
beneficiary of EU funds has made false
declarations in order to obtain a subsidy.
OLAF checks confirm that the beneficiary
has indeed obtained the subsidy in question
and that the allegations appear credible.
However, OLAF’s contacts with authorities
in the Member State in question reveal that a
national criminal investigation is already well
advanced.

OLAF does not open an investigation since
it would not represent effective use of
OLAF resources.

i |

published by an EU institution alleges
misconduct in the procurement procedure.
The allegations are general in character and
seem to rely on hearsay, though they target
named officials. Initial checks in open sources
and the institution’s databases do not reveal
any apparent grounds for concern. Checks

of OLAF’s own records confirm that the
complainant has made many such complaints
in the past, none of which were substantiated.

OLAF does not open an investigation
since there are not sufficient grounds

for suspicion given the lack of specific
information and the doubtful reliability of
the source.

OLAF receives information suggesting that
staff members of an EU delegation in a
developing country have infringed the EU
staff regulations in various respects to favour
the interests of family and friends. The
information is well substantiated and seems to
reflect a recurrent issue at the location.

Although at first sight the financial
consequences to the EU appear negligible,
there is a reputational risk and potential
for fraud. OLAF is the only body with

the investigative powers and resources

to establish the facts. OLAF opens an
investigation.
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Figure 6: OLAF has completed more selections in a shorter time.

Number of selections completed 888

2008 2009 2010 2011 2012 2013 2014 2015
1007 886 926 1770 1247 1353 1442
5.8 6.3 6.8 14 1.8 2.0 17

Average duration (in months) of selection phase 5.0

OLAF’s flow of incoming information seems to have
stabilised, reflecting the positive cooperation OLAF
has established with its partner institutions and other
public authorities, together with its efforts to inform
European citizens of the need to report fraud. OLAF
recorded 1372 incoming items of information in 2015
and completed 1442 selections.There was a marked
reduction in the average duration of selections, from
2.0 months in 2014 to 1.7 months in 2015, with more
than 9go% of selections completed within two months.
OLAF’s procedures, together with a better allocation
of resources, have led to a faster, more efficient selec-
tion process.

2.3. The investigation phase

OLAF CLOSES A RECORD NUMBER OF
INVESTIGATIONS

On opening, investigations are allocated to the relevant
investigation unit. Occasionally, the scope of an inves-
tigation may necessitate allocation to an ad hoc Special
Investigation Team made up of staff from more than
one unit.

OLAF’s performance remained strong in 2015, with the
Office closing 304 investigations, a new record. OLAF
concentrated particularly on finalising investigations
older than 20 months, significantly decreasing the per-
centage of long-lasting investigations in its portfolio.
During the last years, OLAF has aimed to have less than
30% of its investigations last more than 20 months. Due
to the sustained efforts of investigators and continu-
ous monitoring by managers, OLAF now has the lowest
number of investigations lasting more than 20 months
in the past three years, and has significantly reduced
the percentage of long-lasting investigations compared
to its pre-reorganisation period, from 38% in 2011 to
22% in 2015 (Figure 7).

OLAF also opened 219 new investigations in 2015, a par-
ticularly high number achieved against the backdrop of
a decrease in investigative staff. Moreover, in terms of
the average duration of investigations, OLAF’s perfor-
mance in 2015 has remained relatively stable compared
to the previous year. This is confirmed by two different
indicators.

The first indicator (Figure 8) looks at both the duration
of the investigations concluded during the year and the
duration of the investigations that were on-going at the
end of the year. This gives a complete picture of OLAF’s

Figure 7: Percentage of ongoing investigations lasting more than 20 months
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investigative performance, since it captures all investiga- ~ OLAF has undertaken in 2015 to conclude older investi-
tions that have remained open for long periods of time. gations lasting more than 20 months.

The second indicator (Figure 9) reflects only the duration In 2015, the Structural Funds sector continued to be the

of investigations concluded during the year. The slightin-  largest single area of OLAF’s investigative activity, fol-
crease in the duration of closed cases is due to the effort ~ lowed by external aid and centralised expenditure.

Figure 8: Average duration of closed and on-going investigations (in months)
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Figure 9: Average duration of closed investigations only (in months)
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Figure 10: On-going investigations at the end of 2015, divided by sector

Cos
Iam
Ilma
5 o
i

Structural External Aid Centralised Customsand EU Staff  Agricultural Social Fund Tobacco and New

Funds Expenditure  Trade

Case study
OLAF investigation reveals manipulation

of procurement procedures

OLAF investigated fraud allegations concerning the
modernisation of a refrigeration plant for fruit and
vegetables in Bulgaria, which had received EUR 1.3
million from the European Agricultural Fund for Rural
Development (EAFRD). The initial information came
from the Directorate- General for Agriculture and
Rural Development of the European Commission

and suggested there had been manipulation of the
procurement procedure for machinery.

OLAF’s analysis of documentation subsequently
obtained from the Bulgarian Paying Agency confirmed
this initial suspicion and pointed also to the fraudulent
inflation of prices and misappropriation of EU

funds. OLAF carried out on-the-spot checks with

the assistance of national investigative authorities,

in order to verify the elements of the commercial
transactions and the origin of the machinery in
question.

The investigation confirmed the allegations and
pointed to financial damage to the EU budget, leading
to the finding that the entire project was ineligible

for EU funding. The fraud scheme uncovered by OLAF
was the following: the Bulgarian beneficiary plant
was owned by an Italian company, managed by an
Italian citizen. The same Italian citizen was also the

Funds Counterfeit  Financial
goods  Instruments

beneficial owner and manager of the company which
won the procurement procedure for the machinery.
The winning tenderer was in fact a shell company
which simply sold on finished equipment, thus acting
as a mere intermediary. The manipulated procurement
procedure resulted in a supply to the beneficiary

at a substantially inflated price. Following OLAF’s
recommendations, criminal proceedings are in course
in Italy and Bulgaria.
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Figure 11: Cigarettes seized with the support of OLAF (rounded to million sticks)

Year

Coordination and investigation cases
Joint Customs Operations (JCOs)
Total

OLAF has also supported the investigations of na-
tional authorities, in what we call coordination cases.
However, in such cases OLAF has only limited powers
and does not carry out investigative activities. The add-
ed value of OLAF’s involvement relates to its capacity
to coordinate multiple law enforcement agencies from
different Member States, which increases the ability of
these national authorities to successfully deal with cas-
es of transnational crime.

Not all OLAF operational work takes the form of in-
vestigations or coordination cases. In the course of its
efforts to counter the illicit trade in tobacco, OLAF re-
ceives information notably through its AFIS system (3)

() The Anti-Fraud Information System (AFIS) is an umbrella term
for a set of anti-fraud applications operated by OLAF under
a common technical infrastructure aiming at the timely and
secure exchange of fraud-related information between the

20mM 2012 2013 2014 2015
156 156 281 168 602
2 0 68 132 17
158 156 349 300 619

about suspicious transit movements and dispatches
this information to the national services, which are best
able to use it, often in real time (4). In addition, the Joint
Customs Operations (JCOs), which OLAF organises
with Member States and non-EU countries, also led to
the seizure of smuggled goods. In 2015, 17 million ciga-
rette sticks were seized during JCOs alone. OLAF esti-
mates the total quantity of cigarettes seized as a result
of its overall activities during the year at 619 million
cigarette sticks.

competent national and EU authorities, as well as the storage
and the analysis of relevant data. AFIS encompasses two major
areas, Mutual Assistance in Customs matters and Irregularities
Management on the expenditure side of the EU budget.

(*) The legal base for this activity is Regulation 515/1997 on mutual
administrative assistance.
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Joint Customs Operations (JCOs) in 2015

In 2015, OLAF led three JCOs by providing
intelligence, technical and financial support.

JCO Sasha targeted the smuggling of chemical
drug precursors and the disruption of organised
crime networks behind the transport of these
illegal chemicals by sea and air. Almost all
Member States participated in this action in the
autumn of 2015, which was organised together
with, and on the initiative of the French customs
service and supported by Europol.

JCO Baltica was led by the Polish customs
administration and OLAF, with the involvement
of six Member States (Finland, Estonia, Latvia,
Lithuania, Poland and Sweden) and Europol.

The operation focused on the problem of illegal
tobacco products coming from non-EU countries

2.4.Recommendations

OLAF RECOMMENDS EUR 888 MILLION
FOR FINANCIAL RECOVERY

Once an OLAF investigation has been closed, the Final
Report and any recommendations issued by the Director-
General of OLAF are forwarded to the competent au-
thorities in Member States or in EU institutions and bod-
ies, which are responsible for subsequent actions.

Through its recommendations, the Office creates the
conditions for EU funds inappropriately spent to be re-
covered to the EU budget. OLAF also works to make
sure any concerns regarding the conduct of EU staff
and members of the EU institutions are promptly ad-
dressed. OLAF recommendations may be of a financial,
judicial, disciplinary or administrative nature:

Financial recommendations are addressed to the
EU institutions, bodies or agencies providing or
managing the EU funds, as well as to the competent
authorities of Member States. The aim of financial
recommendations is to seek the recovery of the
defrauded EU funds or to prevent additional
amounts from being disbursed.

Judicial recommendations are addressed to the
national prosecution authorities, asking them to
consider taking judicial action.

such as Belarus and Russia. Over 13 million
cigarettes were seized during the operation.

JCO Romoluk Il was co-organised by OLAF
and Romanian customs, targeting commercial
and non-commercial consignments entering
the EU on the Romanian border with Ukraine
and Moldova via road and rail. As the aim of
this JCO was not only to increase the number
of seizures and disrupt criminal networks, but
also to improve and increase the exchange

of information and the level of cooperation
between the services involved, the operation
was carried out together with EUBAM, Frontex,
Europol, Ukrainian and Moldovan customs and
border police. This JCO led to 81 seizures, with a
total of 3.74 million cigarettes.

Disciplinary recommendations are addressed to the
particular authorities with disciplinary powers in
the EU institution or body concerned, asking them
to consider disciplinary action against a specific
staff member.

Administrative recommendations are addressed

to the EU institutions, bodies, organisations or
agencies where weaknesses in administrative
procedures, related to one or more cases, need to be
addressed in order to prevent fraud.

In 2015, OLAF issued 364 recommendations. While
most recommendations were of a financial nature,
OLAF slightly increased the number of disciplinary and
administrative recommendations compared to 2014.

The Office once again recommended a very large
amount for financial recovery, more than EUR 888 mil-
lion. While slightly lower than in 2014, the amount is still
more than double that of 2013. The Structural and Social
Funds sectors provided the bulk of the amounts recom-
mended, with more than EUR 624 million, followed by
the customs and trade area, and external aid. OLAF mon-
itors these actions in order to take account of lessons
learnt and to assess its own performance. Since OLAF
Regulation 883/2013 came into effect on 1 October
2013, Member States have a statutory duty to report
to OLAF on the actions they have taken as a result of
OLAF recommendations.
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Figure 12: Recommendations issued
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Figure 13: Amounts recommended by OLAF for
financial recovery (million EUR)

2012 2013 2014 2015 Case study
OLAF recommends EUR 50 million
Figure 14: Amounts recommended by OLAF for recovery in anti-dumping case

financial recovery in 2015, divided by sector
(million EUR) In June 2013, the EU imposed an anti-dumping duty on
solar modules produced in China. Initial indications that

Reporting sector Amount recommended this duty was being evaded by misdescription of origin
Structural & Social Funds 624.0 emerged within weeks. OLAF opened investigations
Customs and Trade 97.9 in December 2013 into fraudulent transhipment
External Aid 76.1 via Japan (mi.sdescription ofjapam?se origin? andin ‘
March 2014 into fraudulent transhipment via Malaysia
Centralised Expenditure 42.0 (misdescription of Malaysian origin). OLAF requested
Agricultural Funds 36.8 assistance from Japanese and Malaysian authorities and
New Financial 10.4 conducted investigations jointly with several Member
Instruments States. OLAF has so far reccommended the recovery of
EU Staff 0.9 over EUR 50 million and has advised several Member
Total 888.1 States to use the results of OLAF’s investigations in

criminal proceedings.
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2.5. Complaints on OLAF’s
investigative activity

Persons affected by an OLAF investigation may address
a complaint directly to OLAF. The possibility to make a
complaint to the Director-General of OLAF is without
prejudice to the citizen’s right to lodge a complaint with
the European Ombudsman or to raise issues related to
OLAF investigations before the European Courts.

In 2015, there were four complaints under the estab-
lished procedures allowing persons involved in OLAF in-
vestigations to alert the Director-General about issues
relating to the handling of the procedural guarantees.

The European Ombudsman opened inquiries in rela-
tion to three complaints involving OLAF in 2015, one
of which was already closed in the course of the year.
In this case, which concerned the handling of initial in-
formation, the Ombudsman concluded that the Office
had appropriately considered whether to open an inves-
tigation and had dealt properly with the information.
The two other inquiries were pending by the end of
the reporting period. In two further cases, rapid solu-
tions could be found without the opening of inquiries,
following suggestions by the Ombudsman which were
accepted by OLAF.

Issues related to OLAF investigations were also raised
before the European Courts in a very limited number
of cases. Usually, this occurs in the context of litiga-
tion against measures taken by the Commission or

The OLAF report 2015

other institutions, bodies or agencies based on OLAF
recommendations, such as financial recovery or disci-
plinary procedures.

Despite the large number of investigations carried out
by OLAF every year, the sensitive nature of its activi-
ties and the fact that OLAF deals with cases involving
the integrity and reputation of natural persons, the low
number of complaints confirm that OLAF consistently
respects procedural guarantees.

OLAF’s compliance with the requirements of Regulation
45/2001 (%) is further scrutinised by the European Data
Protection Supervisor (EDPS) in the context of com-
plaints filed by data subjects.

In 2015, five complaints were filed with the EDPS,
three of which have already been closed. In two, the
EDPS confirmed that OLAF respected its legal ob-
ligations. In the third case, which raised questions
concerning OLAF’s procedures for digital forensic
re-acquisition (®), the EDPS considered that OLAF re-
spected its obligations as regards the re-acquisition
itself but failed to inform the complainant about the
re-acquisition in a timely manner. The other two com-
plaints were still being processed by the EDPS at the
end of the reporting period.

In 2015, the EDPS issued three decisions relating to com-
plaints filed in the previous years. In two cases, OLAF
agreed to provide additional information to the com-
plainant. In the third case, OLAF implemented an EDPS
recommendation on updating its privacy statement.

(°) 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.

,\
B
=

Forensic re-acquisition is the procedure by which a digital
forensic image, which OLAF already possesses having acquired
it for a specified investigation, is subsequently examined in the
context of a different investigation.
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3. OLAF's partners in the fight against fraud

EUROPEAN
UNION

Mr Yu Guangzhou, Minister, General Administration of China Customs and Mr Giovanni Kessler, Director-General of the
European Anti-Fraud Office, sign a Strategic Administrative Cooperation Arrangement in the presence of China’s Premier
Mr. Li Kegiang, of the President of the European Commission, Mr. Jean-Claude Juncker and of the President of the European

Council, Mr. Donald Tusk.

OLAF works in partnership with the EU institutions,
bodies and agencies, as well as with many adminis-
trative, judicial, police and customs authorities in the
Member States. OLAF also cooperates closely with
international organisations and control authorities in
non-EU countries.

The Member States are responsible for the manage-
ment of 80% of EU expenditure and for the collection
of the majority all of the EU’s revenue from “own re-
sources.” Only Member State authorities have law en-
forcement powers.

Regulation 883/2013 requires all Member States to set
up Anti-Fraud Coordination Services (AFCOS). The role
of the AFCOS is “to facilitate effective cooperation
and exchange of information, including information of
an operational nature” with OLAF. However, the leg-
islation is general in nature, so there are considerable
differences among the national Coordination Services
in terms of relative size and powers. Some have limited
coordinating roles, while others have full investigative
powers. OLAF organises an annual meeting of AFCOS
to facilitate mutual understanding and to exchange
views and best practices. Furthermore, OLAF assists

national authorities in improving their capacity to
identify and prevent fraud against EU funds, providing
them with training and practical tools to identify signs
of fraud (“red flags”).

OLAF also cooperates with the equivalent anti-fraud
agencies of the United Nations, the World Bank and
other international organisations. This work is facil-
itated by Administrative Cooperation Arrangements.
In 2015 OLAF signed five new Arrangements with
international organisations (7). OLAF is a member
of several anti-fraud and anti-corruption bodies,
such as the European Partners against Corruption/
European Contact-Point-Network against Corruption,
the Economic Crime Agencies Network and the
International Association of Anti-Corruption Agencies.

OLAF also works with Europol and Eurojust in order
to facilitate cooperation and synergies between inves-
tigations at national and EU level: in 2015, OLAF and

(") The European Bank for Reconstruction and Development,
the Inter-American Development Bank, the Organisation for
Economic Cooperation and Development, the World Food
Programme and the UN Office for Project Services.



Europol continued the process of reviewing the existing
working arrangements. In its work with Eurojust, the
emphasis was on identifying cases of common interest.

In the areas of customs and trade fraud, OLAF has
developed close relationships with the authorities of
a number of non-EU countries, which are important
trade partners with the EU. In 2015 OLAF strength-
ened cooperation with China through the signature of
a Strategic Administrative Cooperation Arrangement
and of an Action Plan on undervaluation. OLAF has
liaison officers in China and Ukraine.

OLAF also establishes, on a continuous or ad hoc ba-
sis as appropriate, relationships with non-EU country
authorities, which are necessary to investigate fraud
against the EU budget (mainly EU funds spent on ex-
ternal aid). In 2015, OLAF concluded Administrative
Arrangements with partner authorities in Angola,
Moldova and Senegal (%).

The EU institutions, agencies and bodies are directly
responsible for the expenditure of about 20% of the
EU budget and employ about 33,000 staff members.
Administrative arrangements between OLAF and EU
institutions are important because they provide a
structured framework for cooperation - particularly
in relation to internal investigations, they facilitate
the timely exchange of information, and they reflect
OLAF’s investigative independence. Arrangements
with the European Commission and the European
External Action Service were signed in January 2015,
and with the Economic and Social Committee and the
European Investment Bank in early 2016 after con-
cluding negotiations in 2015. Moreover, significant
progress was made in 2015 in discussions with the
European Central Bank and the Council.

While OLAF has the power to investigate allegations
of fraud against the EU Budget within EU bodies, and
also other allegations of serious misconduct involving
Members of staff of EU institutions and bodies, the re-
covery of funds and the initiation and conduct of dis-
ciplinary proceedings are the responsibility of the EU
institution or body concerned. Criminal proceedings
against Members or employees can only be undertak-
en by a Member State which has jurisdiction over the
individual in question.

() The Office of the Inspector General of Angola, the National
Anti-Corruption Centre of Moldova, and the National Anti-
corruption and Anti-fraud Office of Senegal.
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It follows that OLAF can only succeed in its mission if
it maximises its capacity to engage and leverage the
contribution of all of its partners in the fight against
fraud to the EU budget, at all stages of the investiga-
tion or coordination cases.

Inter-institutional
exchange of views on
OLAF’s investigative
policies

The Regulation governing OLAF foresees
an annual exchange of views at political
level between the Parliament, the Council,
the Commission and the Director-General
of OLAF, with the participation of the
OLAF Supervisory Committee. The
second annual exchange took place on 28
September 2015. The discussions focused
on OLAF’s Investigation Policy Priorities
and on the conclusions drawn by the
European institutions from the 2014 OLAF
Report and the Supervisory Committee’s
Activity Report for 2014.
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3.1. Sources of information

One indication of the level of engagement of Member
States is the number of items of information about pos-
sible fraud or misconduct forwarded to OLAF, especial-
ly when the information comes from an official body.
Member States’ authorities are encouraged to send
such information to OLAF in particular in those cases
where OLAF’s involvement is of added value, for exam-
ple in complex cross-border cases.

In 2015, Member States collectively provided 65 items

of information, which represents only two-thirds of the

Figure 15: Incoming information by source

(2sa)

information that they had provided in 2014. Indeed, 11
Member States provided half or fewer items of infor-
mation than they had in 2014 and only three Member
States provided more.

There are reasons why this number varies among
Member States - not just differences in the number of
inhabitants, but also in the level and nature of EU ex-
penditure in certain Member States. The presence of
EU institutions on the territory of some Member States
may also lead to the recording of relatively more infor-
mation from those particular Member States. While
OLAF supports Member States to develop their own
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anti-fraud strategies and encourages them to provide
the Office with any information on fraud cases affect-
ing the EU’s financial interests, some national authori-
ties forward very little information to OLAF.

Figure 17: Incoming information from
Member States in 2015

Member State ::uTiZ :;i:::: Total
Austria 0 6 6
Belgium 8 20 28
Bulgaria 2 32 34
Croatia 4 3 7
Cyprus 0 1 1
Czech Republic 2 10 12
Denmark 0 3 3
Estonia 0 1 1
Finland 0 2 2
France 2 13 15
Germany 5 29 34
Greece 3 13 16
Hungary 1 20 21
Ireland 0 8 8
Italy 12 28 40
Latvia 0 6 6
Lithuania 1 4 5
Luxembourg 0 2 2
Malta 0 1 1
Netherlands 1 7 8
Poland 6 18 24
Portugal 2 2 4
Romania 11 38 49
Slovakia 0 11 11
Slovenia 0 5 5
Spain 3 17 20
Sweden 1 4 5
United 1 11 12
Kingdom

Total 65 315 380
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Most of the incoming information sent to OLAF by
Member States comes from private sources. However,
information from private sources tends to be less relia-
ble than information from official sources, since it of-
ten relates to matters which are outside OLAF’s remit.
Private information is nevertheless an essential source
for the opening of OLAF investigations. Again, there
are marked differences in the quantity of information
provided by private sources in different Member States
and it is not always easy to determine where the in-
formant is resident. The figures therefore need to be
interpreted with caution. They are, however, of some
interest as indications of the level of awareness of the
existence of OLAF, of citizens’ concerns about fraud
and corruption in public life, and of citizens’ perception
of the importance of protecting EU funds.

Most of the allegations of fraud or serious misconduct
that OLAF received from public sources were submit-
ted by EU institutions, bodies, offices or agencies. This
was virtually the same in 2015, with 273 items, a tes-
tament to the successful implementation of anti-fraud
strategies within the European Commission. However,
information from employees of EU institutions and
bodies, which was forwarded to OLAF on their own in-
itiative rather than through official channels, increased
to 95 items in 2015.

While the Office received slightly fewer items of in-
coming information than in 2014, the largest amount
of incoming information was, once again, related to the
Structural Funds sector.

3.2. Partnership in investigations

COOPERATION WITH THE
AUTHORITIES OF MEMBER STATES

During its investigation process, OLAF works closely
with partner services in the Member States and else-
where, and with any EU bodies concerned.

In 2015, OLAF concluded 199 investigations into the use
of EU funds managed in whole or in part at national or
regional level. These included 23 Member States and 26
non-EU countries and territories. These investigations
covered the sectors of Structural and Social Funds, agri-
cultural funds, new financial instruments and external aid.
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Figure 18: Investigations into the use of EU funds managed in whole or in part at national or regional

level concluded in 2015

Concluded with
recommendations

Romania

Bulgaria

Hungary

Greece

Slovakia

Italy

Poland

Netherlands

Germany, Moldova, Spain
France, Guyana, Portugal, Turkey
Serbia

Armenia, Croatia, Czech Republic, Ethiopia

Afghanistan, Austria, Bangladesh, Belgium, Bosnia and Herzegovina,

Cameroon, Congo (Brazzaville), Congo (Democratic Republic), Cyprus,
Eritrea, Estonia, Georgia, Honduras, Kosovo, Latvia, Liberia, Libya,
Lithuania, Mali, Malta, Nigeria, Pakistan, Russian Federation, Saint
Lucia, Sierra Leone, Sri Lanka, Sweden, Ukraine, United Kingdom

Total

OLAF’s overall caseload in Bulgaria and Romania in-
cludes a large number of related investigations involv-
ing the misuse of funds from the Special Accession
Programme for Agriculture and Rural Development
(SAPARD). SAPARD funds supported the efforts of the
two Eastern European countries in the pre-accession
period to prepare for their participation in the common
agricultural policy and the single market.

For this particular line of funding, national authorities in
Romania and Bulgaria requested OLAF to open separate

45 22
19 12
17 14
13 4
11 5
9 4
8 5
6 1
15 (5 per country) 8
16 (4 per country) 9
3 1
8 (2 per country) 5
29 (1 per country) 16
199 106

investigations for each project concerned. This approach
has led to a relatively heavy caseload concerning Bulgaria
and Romania, which has also had an impact on the num-
ber of cases concluded with recommendations. As de-
tailed in the table below, most of the SAPARD investiga-
tions were closed with recommendations; in the case of
Romania, 83% of the investigations into cases involving
SAPARD funds were concluded with recommendations,
while in Bulgaria, this figure was 100%.

Figure 19: Investigations concluded in Romania and Bulgaria in 2015, separated into SAPARD and non-

SAPARD cases

Concluded with
recommendations

Romania — SAPARD
Romania - EXCLUDING SAPARD
Bulgaria - SAPARD
Bulgaria - EXCLUDING SAPARD

12 10
33 12

2 2
17 10
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COOPERATION WITH EU INSTITUTIONS
AND BODIES

OLAF concluded 4o internal investigations during 2015.
The OLAF Report for 2014 contained for the first time a
breakdown of these internal investigations by the insti-
tution and body concerned, in response to the interest
expressed by stakeholders. Figure 20 sets out this infor-
mation for 2015. The overall number of internal investi-
gations concluded is the same as last year but includes
slightly more investigations in the European Parliament
and the European Commission and fewer elsewhere.

MX_:@

Case study
OLAF investigation prevents loss
of EUR 4.3 million

OLAF investigated the misuse of EU funding for a
manufacturing project in Hungary. The investigation
showed that the supplier of machinery - the Pacific
subsidiary of an Asian company - was de facto under
the control of the Hungarian beneficiary. Prices had
been fraudulently inflated and the machinery funded
was not new and had been embellished with false
serial numbers. OLAF’s in-house forensic analysis
team examined electronic data seized during on-the-
spot checks and found evidence of the real nature

of the beneficiary’s relationship with the supplier.
The Italian authorities contributed to the success

of the investigation by establishing the true origin

of the machinery. The Hungarian authorities are in
the process of recovering some EUR 2.2 million and
have not disbursed a further EUR 2.1 million that had
been earmarked for the project. National judicial
proceedings are ongoing.

Figure 20: Investigations into EU staff and members of the institutions concluded in 2015

Concluded with
recommendations

European Parliament 12 6
European Commission 11 5
European External Action Service 8 3
Agencies 5 3
Court of Justice 1 1
Council of the EU 1 1
Other EU bodies 2 0
Total 40 19
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3.3. Judicial monitoring

Figure 22 summarises the actions taken by national judi-
cial authorities following OLAF’s judicial recommenda-
tions between 2008 and 2015. Due to the length of time
judicial proceedings can take, especially where complex
investigations are involved, OLAF measures these results
over a seven-year rolling period. The outcome for the last
seven years confirms the results from the previous pe-
riod, namely that around half of the cases submitted by
OLAF to national judicial authorities lead to indictments.
There are significant differences between the indictment
rates in individual Member States and, in the case of
some Member States, between the indictment rates re-
corded from one rolling period to the next.

As previously explained, OLAF’s overall caseload in
Bulgaria and Romania includes a large number of investi-
gations involving the misuse of SAPARD funds. However,
SAPARD-related cases have led to a relatively low rate
of judicial indictment. This was mainly due to the wide-
spread use of consultants and agents in preparing aid
applications and tender documents, which raised doubts
at judicial level about the fraudulent intent of the bene-
ficiaries. In both countries, the indictment rate of non-
SAPARD cases is higher.

In 2014, OLAF undertook an analysis of the decisions by
which national authorities in a number of Member States
determined not to pursue cases following OLAF judicial

recommendations. In 2015, this exercise was repeated in
relation to a further group of Member States. While it is
not for OLAF to question the validity of national prose-
cutors’ decisions to dismiss individual cases on grounds
such as the inadequacy of evidence, OLAF’s analysis
confirms the argument in support of the Commission’s
2013 proposal for a European Public Prosecutor’s Office
(EPPO) (9). Thus, like the impact assessment accompa-
nying that proposal, this analysis identifies a tendency
among some national prosecutors not to consider cases
where the damage is to EU interests with the same lev-
el of priority as where national interests are concerned.
This different approach might be due to the greater dif-
ficulty of investigating European fraud cases, justifying
a decision not to investigate them because of low public
interest, given the length of time involved and the low
probability of a positive outcome. The analysis will con-
tinue in the coming years, to help OLAF and its national
partners develop a better understanding of how to im-
prove the indictment rate and the capacity of Member
States to prosecute fraud affecting the financial interests
of the EU. At the same time, the establishment of an
EPPO should gradually help resolve these problems and
better protect the EU budget.

(°) Proposed by the Commission in 2013, COM(2013) 534 final.
See in particular the Impact Assessment accompanying the
proposal SWD(2013) 274 final, pp 19- 20, http://ec.europa.eu/
justice/criminal/files/eppo_impact_assessment_en.pdf.


http://ec.europa.eu/justice/criminal/files/eppo_impact_assessment_en.pdf
http://ec.europa.eu/justice/criminal/files/eppo_impact_assessment_en.pdf
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Figure 21: Judicial recommendations and indictment rate in Romania and Bulgaria, separated into
SAPARD and non-SAPARD cases (2008-2015)

Number of judicial recommendations Indictment rate
Romania - SAPARD 65 20 %
Romania - EXCLUDING SAPARD 35 50 %
Bulgaria - SAPARD 8 20 %
Bulgaria - EXCLUDING SAPARD 29 69 %

Figure 22: Actions taken by national judicial authorities (JA) following OLAF’s recommendations issued
between 1 January 2008 and 31 December 2015 (*)

Number of Judicial No decision taken by JA Decision taken by JA Indictment
LT CHGERDH A S E(EE Reporting period (**) On-going  Total Dismissed Indictment Rate
Austria 7 1 6 3 3 50 %
Belgium 45 5 8 32 15 17 53 %
Bulgaria 37 8 8 21 9 12 57 %
Croatia 1 1 0 NA
Cyprus 4 4 3 1 25 %
Czech Republic 9 1 6 4 2 33 %
Denmark 4 1 3 2 1 33 %
Estonia 3 3 2 1 33 %
Finland 4 3 1 1 0%
France 20 2 13 6 7 54 %
Germany 36 9 24 12 12 50 %
Greece 22 4 10 1 90 %
Hungary 22 4 14 4 3 1 25 %
Ireland 3 1 2 0%
Italy 60 7 14 39 11 28 72 %
Latvia 2 2 1 0%
Lithuania 8 1 7 3 43 %
Luxembourg 10 1 3 1 33 %
Malta 6 4 4 100 %
Netherlands 15 6 6 1 17 %
Poland 17 4 13 2 11 85 %
Portugal 14 2 6 6 6 0%
Romania 100 16 17 67 48 19 28 %
Slovakia 14 3 3 7 1 13 %
Slovenia 4 3 1 100 %
Spain 26 5 6 15 10 5 33 %
Sweden 4 2 2 1 1 50 %
United Kingdom 27 10 1 16 9 7 44 %
Grand Total 527 94 116 317 169 148 47 %
Grand Total without SAPARD 454 92 99 263 126 137 52 %

) This includes updated figures resulting from the monitoring exercise conducted in 2075.
) When OLAF sends a judicial recommendation to a Member State, the competent authority has to report on the actions taken following
the recommendation within 12 months. ‘Reporting period’ means these cases are still in this 12 month period.

¢
¢
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3.4.Disciplinary monitoring

Figure 24 summarises the actions taken by the discipli-
nary authorities of EU institutions and other bodies in
the years 2013-2015 as a result of OLAF investigations and
recommendations. OLAF measures these results over a
three-year rolling period, to take account of the length of
time which some disciplinary proceedings can take.

Figure 23 lists the sanctions imposed following OLAF’s
disciplinary recommendations issued between 2013 and
2015. These can go from warning or reprimand to re-
moval from post.

Figure 23: Sanctions imposed following OLAF’s
disciplinary recommendations issued between
1January 2013 and 31 December 2015 (*)

Deferment of advancement or downgrading 2
Removal from post 6
Warning or reprimand 12

() The appointing authorities sometimes take several actions
following a single recommendation from OLAF. At the
same time, the appointing authority may join several
recommendations resulting from different investigations into
the same person concerned in one action and, subsequently,
impose one single sanction.

Figure 24: Actions taken by the appointing authorities following OLAF’s disciplinary recommendations
issued between 1 January 2013 and 31 December 2015 (*)

Main recipient

Agencies

Committee of the Regions

Council of the European Union

Court of Justice

European Commission

European Economic and Social Committee
European External Action Service
European Investment Bank

European Parliament

Total

Total No decision taken

Decision taken

Reporting Ongoing Total No Action

period caseis  taken
(**) made
8 1 7 4 3
1 1 1
1 1 0
1 1 1
28 6 5 17 7 10
2 2 1 1
4 1 3 0
2
11 4 5 2 1 1
58 11 15 32 14 18

() This includes updated figures resulting from the monitoring exercise conducted in 2075.
(") When OLAF sends a disciplinary recommendation to an appointing authority, the competent authority has to report on the actions
taken following the recommendation within 6 months. ‘Reporting period” means that these cases are still in this 6 month period.

3.5. Financial monitoring

OLAF INVESTIGATIONS LEAD TO HIGH
AMOUNTS RECOMMENDED FOR
RECOVERY TO THE EU BUDGET

As Member States are responsible for most of EU
spending, as well as manage the collection of the ma-
jority of the EU’s customs revenue, their activities rep-
resent the first line of defence against any attempt to
defraud the EU budget.

Therefore, under sectoral regulations, Member States
are obliged to report to the European Commission any
irregularity or suspicion of fraud (°) they encounter ex-
ceeding EUR 10,000. An analysis of this data is com-
piled in the Commission’s Annual Report on the protec-
tion of the EU financial interests.

(') A case can be defined as fraud only after a definitive sentence is
issued by a competent judicial authority. This can take a few years
following the detection and reporting of the case to the Commission.
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Figure 25: Member State/OLAF detection of irregularities and their financial impact in the area of
Traditional Own Resources for the period 2013-2015

Traditional Own Resources (TOR)

Member State Member States

Detected fraudulent  Financial impact as % Investigations Financial
and non-fraudulent of TOR collected closed with recommendations as
irregularities (*) recommendations % of TOR collected
N % N %
Austria 216 2.00 % 6 0.10 %
Belgium 574 0.80 % 17 0.80 %
Bulgaria 87 6.10 % 14 230 %
Croatia 32 1.50 % 0 0.00 %
Cyprus 30 210 % 5 0.10 %
Czech Republic 212 230 % 13 1.40 %
Denmark 204 1.20 % 12 0.80 %
Estonia 20 1.90 % 6 0.50 %
Finland 210 1.10% 5 0.20 %
France 1151 2.00 % 15 0.20 %
Germany 5362 230 % 26 0.30 %
Greece 130 3.70 % 9 0.20 %
Hungary 155 110 % 8 0.60 %
Ireland 83 0.70 % 4 0.10 %
Italy 581 170 % 22 0.30 %
Latvia 77 470 % 8 3.30 %
Lithuania 142 2.60 % 7 1.80 %
Luxembourg 0 0.00 % 0 0.00 %
Malta 12 1.50 % 1 0.10 %
Netherlands 1286 240 % 28 0.90 %
Poland 448 130 % 18 1.50 %
Portugal 107 1.70 % 10 0.90 %
Romania 248 4.70 % 18 290 %
Slovakia 51 1.10% 7 0.50 %
Slovenia 44 0.90 % 10 0.30 %
Spain 1114 2.20 % 18 0.70 %
Sweden 210 1.00 % 9 0.40 %
United Kingdom 3334 6.30 % 26 0.40 %
Total 16120 2.70 % 322 0.50 %

(") Please see the ‘Report from the Commission to the European Parliament and the Council on the Protection of the European Union’s
financial interests — Fight against fraud 2014 Annual Report’ (COM(2015) 386 final and the Commission Working Staff ‘Statistical
evaluation of irregularities reported in 2014’ (SWD(2015) 186 final) and the other Reports and documents related to previous years at
https://ec.europa.eu/anti-fraud/about-us/reports/communities-reports.”
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Figure 26: Member State/OLAF detection of irregularities and their financial impact in the areas of
Structural Funds and Agriculture for the period 2013-2015

Shared Management: Structural Funds and Agriculture

Member State Member States

Detected fraudulent  Financial impact as Investigations Financial
and non-fraudulent % of payments closed with recommendations as
irregularities recommendations % of payments
N % N %
Austria 218 0.30 % 1 0.03 %
Belgium 249 0.60 % 1 0.03 %
Bulgaria 513 150 % 34 0.66 %
Croatia 5 0.20 % 1 0.00 %
Cyprus 69 0.60 % 0 0.00 %
Czech Republic 2788 6.10 % 4 0.09 %
Denmark 165 0.20 % 0 0.00 %
Estonia 303 1.20% 0 0.00 %
Finland 97 0.10 % 0 0.00 %
France 726 0.40 % 5 0.01 %
Germany 1308 0.40 % 5 0.11%
Greece 841 190 % 7 0.33 %
Hungary 1876 0.90 % 29 351 %
Ireland 1182 4.00 % 0 0.00 %
Italy 2240 1.70 % 8 0.28 %
Latvia 379 2.70 % 1 0.01 %
Lithuania 777 230 % 3 0.09 %
Luxembourg 1 0.20 % 0 0.00 %
Malta 67 0.70 % 1 0.70 %
Netherlands 698 270 % 1 0.00 %
Poland 3268 1.30 % 5 0.01 %
Portugal 1161 1.10 % 5 0.22 %
Romania 3606 3.40 % 90 0.58 %
Slovakia 976 15.40 % 10 3.97 %
Slovenia 203 230% 0 0.00 %
Spain 6853 3.00 % 4 0.66 %
Sweden 213 0.30 % 0 0.00 %
United Kingdom 2111 1.00 % 0 0.00 %
Total 32893 1.90 % 215 0.42 %
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In parallel with the Member States, OLAF gathers data
on the number of investigations it has conducted which
have led to financial recommendations. On the ba-
sis of both internal information and data provided by
Member States, OLAF has conducted an analysis in the
field of Traditional Own Resources (TOR). The analysis
provided an overview of the number of fraudulent and
non-fraudulent irregularities detected by national au-
thorities throughout the EU. They are shown as a per-
centage of the total TOR that authorities have collected
for the years 2013-2015. Alongside the results by nation-
al authorities, the results obtained by OLAF during the
same period are also published (7).

OLAF analysts have also looked at similar data in the two
main areas of shared management, namely Structural
Funds and Agriculture, and the financial impact of irreg-
ularities as a percentage of the total payments for the
years 2012-2014 (2). In our analysis, it is assumed that
financial recommendations issued by OLAF following
investigations are comparable to the financial impact of
irregularities detected and reported by Member States.

Figure 25 shows the number of irregularities/fraud cas-
es detected in the area of Traditional Own Resources
between 2013 and 2015 and the percentage that their
financial impact represents in terms of the total TOR
collected by Member States. OLAF results are shown
alongside those of national authorities.

Figure 26 shows the number of fraudulent and non-fraud-
ulent irregularities detected in the two main areas of
shared management, namely Structural Funds and
Agriculture, between 2013-2015 and their financial

(") Results by the Member States and OLAF may partially
overlap. OLAF results are extracted from the Case
Management System, and represent the total sum of financial
recommendations issued at the end of the investigations. Data
concerning Member States is extracted from the Irregularity
Management System (IMS) for the two expenditure areas
and from the OWNRES system for TOR. Data used in this
report need to be considered as provisional as final data are
published in the ‘Report from the Commission to the European
Parliament and the Council on the Protection of the European
Union’s financial interests — Fight against fraud - 2015" which
will be published in July 2076.

(%) The financial impact of irregularities detected between 2013 -
2015 is compared with payments disbursed between 2012-2014
as, in the area of expenditure, investigations are very rarely
related to payments disbursed in the same fiscal year.
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impact expressed as a percentage of the total pay-
ments for the years 2012-14, divided by Member State.
OLAF results are shown alongside those of national
authorities.

Our analysis shows the important contribution OLAF
investigations are making in helping recover EU funds
that have been defrauded. In terms of Traditional Own
Resources, OLAF financial recommendations would
represent 15.6 % to 18.5 % (%) of the entire financial
impact of investigative and control activities in the
Member States. The numbers are even higher in the
shared management areas, where the financial impact
of the activities of all Member States together accounts
for 1.9% of payments, while OLAF alone recommended
the recovery of 0.42% of payments.

Despite its limited resources and lack of law enforcement
powers, OLAF is consistently making a big difference in
ensuring EU money can serve its intended goals.

3.6. Financial recoveries

While OLAF in itself does not have the power to re-
cover funds, as this is the task of competent national
authorities and EU bodies, in 2015 as a result of OLAF
investigations, EUR 187.3 million was recovered to the
EU budget. This amount is 10.2% lower than the sum
recovered in 2014, namely EUR 206.4 million, while
recoveries in 2013 amounted to EUR 117 million. It is
important to note that there is no correlation between
amounts recommended in a year and the amounts re-
covered in that year. Amounts recovered often related
to cases closed in previous years.

(") The range has been calculated assuming, for the lower limit,
that OLAF results are not included in those reported by the
Member States, while for the highest limit, the assumption
is the opposite - that OLAF results are fully included in those
reported by the Member States.
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4. Developing anti-fraud policies

In addition to its investigative work, OLAF contributes
to developing EU anti-fraud policies. The Office is en-
gaged in the drafting and negotiation of legislative pro-
posals concerning the protection of the EU’s financial
interests against fraud and corruption. Thanks to its
anti-fraud expertise, OLAF can support the EU institu-
tions in building a legal framework that offers improved
protection to the EU budget.

As part of its policy work, in 2015 OLAF has taken an
active role in furthering the initiatives below.

4.1. The legislative anti-fraud
framework

The negotiations on the European Commission pro-
posal for a Regulation on the establishment of the
European Public Prosecutor’s Office (EPPO) (*4) contin-
ued in 2015. The Council discussed the proposal under
the Presidencies of Latvia and Luxembourg and exam-
ined the first half of the Regulation dealing in particu-
lar with the structure of the EPPO, its competence and
powers of investigation. The Council departed from
the Commission proposal by expressing its preference
for an EPPO with a collegial structure and shared com-
petence between the EPPO and the Member States
for offences affecting the financial interests of the EU.
The Parliament issued a resolution in 2015 (%) calling
in particular for an independent and efficient EPPO.
Negotiations are expected to continue throughout
2016.

In 2015, the European co-legislators also pursued the
negotiation on the proposed Directive on the fight
against fraud to the EU’s financial interests by means
of criminal law (“PIF directive”) (®). Trilogue meetings
that had started in 2014 continued during the first half
of 2015. The Parliament and the Council were close to
an agreement on almost all issues previously discussed,
but negotiations stalled due to a disagreement on the
question of whether or not to include VAT fraud in the

(%) COM(2013) 534 final.
(%) P8_TA-PROV(2015)0173.
(%) COM(2012)363.

scope of the Directive. Following a judgment of the
European Court of Justice of 8 September 2015 (7), the
negotiations have been re-launched.

The amendment of Council Regulation (EC) 515/97 on
mutual assistance between the administrative authorities
of the Member States and cooperation between the latter
and the Commission to ensure the correct application of the
law on customs and agricultural matters, proposed by the
Commission in 2013, was adopted by the co-legislators
on 9 September 2015 (®). This amendment improves
the current framework for detecting and investigating
customs fraud at EU and national level, in particular
through the creation of centralised databases contain-
ing information on container movements and on the
goods entering, leaving and transiting the EU. This will
strengthen the analytical capabilities of both OLAF and
national customs authorities.

In May 2015, the Commission presented two proposals
for Council Decisions on the conclusion on behalf of the
European Union of a Protocol to Eliminate Illicit Trade in
Tobacco to the World Health Organisation’s Framework
Convention on Tobacco Control (the so-called FCTC
Protocol). This Protocol is set to be the cornerstone of
the EU’s future policy to combat cross-border cigarette
smuggling. The Commission has also begun to promote
accession to the Protocol to key non-EU countries. The
legislative process continues. The final adoption of this
protocol is foreseen for 2016, and Member States are
expected to ratify it.

Throughout the reporting period, the Commission also
implemented the 2013 strategy to step up the fight
against cigarette smuggling, in close cooperation with
national customs authorities. Several new initiatives
were undertaken in this context, such as the creation of
a dedicated laboratory for the independent analysis of
seized tobacco products.

In 2015, the Commission adopted the package of four
Delegated and four Implementing Regulations on the

(7) Case C-105/14, «Taricco». The court concluded that the current
EU legal instrument protecting the EU’s financial interests,
namely the PIF Convention which the PIF Directive should
replace, covers VAT fraud.

("®) Council and Parliament Regulation (EU) 2015/1525EU - OJ L2453,
18.9.2015.



Reporting of Irregularity provisions in the area of shared
management for the Multi-annual Financial Framework
2014-2020. The acts entered into force in November
2015 (). The objective is to improve the quality and
consistency of the information related to fraud received
from Member States whilst imposing a minimal adminis-
trative burden on national authorities. An important el-
ement of the revised Financial Regulation is the estab-
lishment of a new Early Detection and Exclusion System
which entered into force in 2016.

Institutional support
to the development
of fraud prevention
activities

In 2015, OLAF maintained its coordination
role and support function for the
implementation by the Commission
services of the 2011 Commission Anti-
Fraud Strategy (CAFS). OLAF plays an
advisory role through the Commission
Fraud Prevention and Detection Network,
guidance notes and training sessions.
OLAF has also regular meetings and
training sessions on fraud prevention
with the other EU institutions, bodies and
agencies.

OLAF also steers and chairs the Advisory Committee
for the Coordination of Fraud Prevention (COCOLAF),
composed of representatives of Member States’ au-
thorities. COCOLAF deals with horizontal questions
relating to the general policy of fraud prevention and
the protection of EU financial interests. An important
achievement of COCOLAF and its subgroups is the
adoption of two guidance documents: “National Anti-
fraud Strategy in practice: preparatory phase” and
“Identifying conflicts of interests in the agricultural
sector - A practical guide for funds managers”.

() OJ L 293,10.11.2015
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4.2.Financial support for
improving Member States’
capacities to fight fraud

OLAF is responsible for the management of the Hercule
IIl Programme (*°), which supports actions and pro-
jects that aim to protect the financial interests of the
European Union. The Programme has a budget of more
than EUR 100 million for the period 2014-2020. It is
implemented on the basis of annual work programmes
setting out the budget and the funding priorities for a
given year. The annual work programme for 2015 made
available a budget of EUR 14 million for the purchase
of, for example, specialised technical equipment by
law enforcement agencies in the Member States, such
as customs authorities. The Hercule Programme also
supported conferences, seminars and training events
attended by members of national administrations, law
enforcement agencies and NGOs in order to strength-
en mutual cooperation in the protection of the EU’s fi-
nancial interests.

In 2015, the Commission adopted a Report (*) on the
achievement of the objectives of the Hercule Il pro-
gramme (2007-2013), based on the results of an in-
dependent evaluation. The evaluation found that the
support granted to Member States led to better trans-
national and multidisciplinary cooperation between au-
thorities and strengthened the operational and investi-
gative capacity of its main beneficiaries.

In order to protect the EU funds disbursed in Ukraine,
particularly following the adoption of the financial
support package (*2), and to support the country’s law
enforcement capacity, the European Commission and
OLAF are evaluating the possibility of setting up, to-
gether with the Ukrainian authorities, an EU-Ukraine
Joint Investigative Body. The Investigative Body would
be mandated to carry out criminal investigations against
fraud and corruption occurring in Ukraine and affecting
aid granted by the EU.

(%°) Regulation (EU) No 250/2014 of the European Parliament
and of the Council of 26 February 2014 establishing a
programme to promote activities in the field of the protection
of the financial interests of the European Union (Hercule Il
programme) and repealing Decision No 804/2004/EC, OJ L
84,20.3.2014, p. 6-13.

() COM(2015)221 final of 27 May 2015.

(?2) On 5 March 2014, the Commission adopted a financial support
package for Ukraine with an initial volume of EUR 11 billion
(see: http://europa.eu/rapid/press-release_MEMO-14-159_
en.htm).



http://europa.eu/rapid/press-release_MEMO-14-159_en.htm
http://europa.eu/rapid/press-release_MEMO-14-159_en.htm
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5. Staff and budget

Figure 27: Number and breakdown of OLAF staff from 2008 to 2015 (*)
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(") These staff figures include filled and vacant posts

The number of OLAF’s staff has declined in 2015 by
4%, and is set to do so further in the coming years, in
the context of the general reductions in staff numbers
and budgets in the EU public service.

At the end of 2015, the total number (%) of staff mem-
bers in OLAF stood at 422.

Despite the cuts, OLAF managed to maintain the rel-
ative share of staff allocated to the fight against fraud
at 78% and to anti-fraud policy work at 12%. The re-
maining 10% were allocated to overhead functions
such as HR, finance and ICT.

So far OLAF has coped with the combination of a
structural increase in workload and reduction in staff
numbers through efficiency gains. Indeed, a number
of organisational changes were introduced since 2012
to streamline support functions and processes, im-
prove the distribution of responsibilities and compe-
tences, and reduce non-core activities, overheads and
administrative burdens. These changes have improved

(#) Officials, temporary agents, contract agents, seconded
national experts and interim staff employed on 31/12/2075;
excluding trainees and intramuros staff

the efficiency of investigations, despite the addition-
al notification duties and legality checks imposed
by Regulation 883/2013. On 1 October 2015, OLAF
abolished one unit from the Investigation Support
Directorate in order to create an additional investiga-
tion unit to handle the increasing complexity of inves-
tigations in the Structural Funds sector.

OLAF increasingly requires staff with a wide range
of skills, training and professional backgrounds. Also,
OLAF needs to be able to function and investigate in
all EU languages. OLAF’s staff profile in 2015 met the
necessary standards. However, the challenges which
OLAF faces in maintaining its current level of profes-
sional expertise go beyond the budgetary restrictions
outlined above. OLAF will have to renew its ageing
workforce, as investigative staff recruited from na-
tional services in the early days of the Office retire,
and will have to manage the increasing demand from
other Commission services and EU bodies for staff
with the skills and background of OLAF professionals.



To address these HR issues and ensure the continued
development of OLAF staff, the OLAF HR Strategic
Plan in 2015 includes:

preparation of a specialist open competition to
recruit investigators, scheduled for the second

half of 2016. This follows the successful open
competitions in 2014 in the fields of digital and
operational intelligence analysis, which are proving a
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useful means for OLAF to maintain its investigative
capacity in these crucial support functions;
reducing the vacancy rate for statutory posts by
almost 50% compared to 2008 and from 4.7 % in
2014 t0 3 % by the end of 2015;

improving investigation-related training, both in-
house and external;

increasing continuous learning and internal
communication.

Figure 28: OLAF’s administrative budget in 2015 (million EUR)

EU staff 39
Infrastructure 6.5
ICT 5.3
External agents (contract staff, seconded national experts and interims) 2.6
Missions 1.7
Anti-fraud measures 17
Training, meetings and committees 0.9
Total 57.7
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Figure 29: Organisational chart (as of 14 March 2016)
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6. Data protection

The protection of personal data is key to a successful
investigation because it is a crucial element in safe-
guarding the rights of individuals involved at any step
of an investigation. Since OLAF was set up as an inde-
pendent body, it has appointed its own data protection
officer (DPO) who ensures that OLAF implements the
requirements of Regulation 45/2001 on the protection
of personal data, including recommendations of the
European Data Protection Supervisor (EDPS). The deci-
sions and recommendations of the EDPS have a signif-
icant impact on how OLAF carries out its investigative
activities, such as on-the-spot checks or the forensic
examination of digital media.

More than 2300 relevant data subjects have been listed
in the numerous cases opened by OLAF between 2011-
2015. By year end of 2015, privacy statements had been
sent to 76% of them, and deferred in 5% of the cases be-
cause that was the appropriate and necessary measure
to safeguard the investigation.

IDCP authorisation

In 2015, OLAF received the authorisation of
the European Data Protection Supervisor
(EDPS) for its Investigation Data Cross-
Checking Platform (IDCP). The IDCP is an
innovative system which aims to further
international cooperation in the fight
against fraud by creating a database to
support the exchange of investigative
information. The database will contain

a subset of data from investigative files

of OLAF and its selected international
partners. Taking full account of the
recommendations of the EDPS, the system
will automatically cross-reference newly
uploaded information with data already in
the system, looking for matches. Specific
procedural arrangements concerning the
functioning of the system will be signed by
all partners to the IDCP before they will be
allowed to use the system.
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In 2015, OLAF entered several new Administrative
Cooperation Arrangements (ACAs) which cover trans-
fers of personal data with partners in non-EU countries
and international organisations. Data protection claus-
es, based on a model established in consultation with
the EDPS, were included in all of these ACAs. A total of
149 transfers of personal data were made during 2015 to
non-EU countries or international organisations.

During 2015, OLAF received a total of 8 requests from
data subjects for access to their personal data, which
also included one request for rectification. OLAF grant-
ed access in response to each request, but refused the
request for rectification, as the personal data con-
cerned were based on subjective personal assessments,
information or opinions provided by others, which by
definition cannot be factually wrong. Requests for rec-
tification of personal data only apply to objective and
factual data.
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7. Supervisory Committee

The Supervisory Committee of OLAF is a body of five
outside experts, established to reinforce and guaran-
tee OLAF’s independence by regularly monitoring the
implementation of OLAF’s investigative function. The
Committee delivers Opinions to the Director-General
of OLAF and reports to the EU institutions.

The Supervisory Committee members are appointed by
the common agreement of the European Parliament, the
Council and the Commission. The mandate of the current
Supervisory Committee started in 2012. In accordance
with Regulation 883/2013, to preserve the experience
within the Committee, the Members are alternate-
ly replaced, two of them after three years of mandate,
and the remaining ones after five years. As such, the
European institutions are expected to establish a new list
of Members, as well as a reserve list for the Supervisory
Committee, in the course of 2016.

The Director-General of OLAF keeps the Supervisory
Committee regularly informed of the Office’s activities,
implementation of its investigative function, and action
taken by way of follow-up to investigations. In 2015, in
accordance with the Regulation 883/2013 and the work-
ing arrangements between OLAF and the Supervisory
Committee, OLAF transmitted to the Committee 622
documents with information on cases lasting more
than 12 months. OLAF informed the Committee of 370

recommendations issued as a result of OLAF’s investi-
gations and a further 88 instances in which information
was transmitted to judicial authorities of the Member
States. The Committee also had full access to more than
100 case files in OLAF’s case management system.

In 2015, the Supervisory Committee delivered four
Opinions to the Director-General: namely, the Control
of the duration of investigations conducted by the European
Anti-Fraud Office; OLAF external reporting on the duration
of investigations; OLAF’s Preliminary Draft Budget for 2016,
Legality Check and Review in OLAF (24). The Supervisory
Committee also issued a Report on the opening of cases
in OLAF in 2012.

In its Opinions, the Supervisory Committee has issued
a number of recommendations to the Director-General.
The methodology for their implementation and report-
ing thereon are currently under discussion.

Details of the Committee’s work can be found in its an-
nual activity report. This report and OLAF’s responses,
as well as other information, are publicly available on
OLAF’s website.

(*) On 19 April 2016, the Supervisory Committee also transmitted
to the institutions their Opinion 3/2015 - OLAF Draft
Investigation Policy Priorities for the year 2016.
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8. Towards a truly European space of justice

The data presented in this Annual Report suggest that
OLAF isin a period of consolidation, allowing the Office
to capitalize on the important efficiency gains achieved
over the last four years. Both the flow of incoming in-
formation and the performance of OLAF staff in terms
of the duration and output of investigations in 2015
are broadly consistent with the two previous years, re-
maining high following the major reorganisation of the
Office and the introduction of new procedures in 2012.

The scale and nature of the threat to the EU budget
means that although OLAF’s competence is limited to
the protection of the EU budget from fraud and oth-
er illegal activities, OLAF finds itself in the front line of
the fight against many forms of cross-border economic
crime. Moreover, OLAF is the only body with investi-
gative powers at EU level. While other EU bodies and
agencies have a wider remit in the auditing and law en-
forcement domains - the European Court of Auditors has
powers to review EU finances, Europol and Eurojust have
powers to gather and analyse information about criminal
activities and to coordinate the work of national judicial
and police authorities - none of these are empowered to
conduct investigations on their own account.

That said, there are significant limits to how much OLAF
can truly achieve, as its competences fall exclusively un-
der administrative, rather than criminal law. While this
may facilitate cross-border cooperation as well as collab-
oration with other agencies in the early stages of investi-
gations and can pave the way for preventive and correc-
tive measures to minimise the economic damage caused
by fraud, in the area of criminal law, only Member State
competent authorities are empowered to use the whole
range of necessary investigation procedures.

OLAF has made as much use of its present armoury of
powers as possible, and has taken the concept of admin-
istrative investigations as a precursor or partner to crim-
inal investigations further than expected. Nevertheless
the present arrangements are not efficient enough,
particularly at a time of diminishing resources for en-
forcement and investigation at EU and national level.
The transnational nature of the many cases of fraud
that OLAF investigates requires a European approach,
not only in the area of administrative investigations but
also for criminal investigations. Faced with increasingly
complex criminal networks, cooperation is simply not
enough. As we still rely on the collaboration between

several investigating judicial authorities in different
countries, we are continuing to take a national approach
to fighting crimes that are decidedly cross-border.
However, what is necessary and what OLAF is working
towards, is integration - a truly European space of jus-
tice, a body with powers to not only investigate, but also
prosecute inside and across Member States - a European
Public Prosecutor’s Office (EPPO).

While not replacing national-level law enforcement, the
EPPO would streamline the process of both identify-
ing fraudsters and bringing them to justice. The EPPO
would be a viable solution to the current fragmentation
of national law enforcement efforts, ensuring both ef-
ficiency and consistency throughout Member States.
Therefore, Member States and the European institu-
tions must support a strong, independent EPPO, one
which could truly achieve what it was intended to do -
bring fraudsters to justice more swiftly and effectively
protect European money.

Case study
OLAF investigation reveals fraud
in Romanian health procurement

OLAF received information suggesting that a
freelance consultant was soliciting bribes. The
consultant had been employed by an international
financial institution to draft technical specifications
for a large health project in Romania funded by several
donors including the European Investment Bank.

Working in close cooperation with the police and
prosecutors in the Netherlands and the UK, OLAF
confirmed that the consultant had identified
companies likely to bid for the different lots and had
formally agreed with each of them that he would
receive 5% of the value of any contracts awarded. The
consultant then distorted the international tender
process to ensure that his favoured clients won and
that he got his 5% kickback.

OLAF contacted the Romanian authorities and
explained the situation. It was agreed that OLAF and
the national prosecution service would work together
in investigating this matter further. The joint approach
identified compelling evidence using a variety of both
administrative and criminal investigation techniques.

41



42

The OLAF report 2015

Overview of tables and charts

Figure 1: EU expenditure in 2015

n

n

Figure 2: EU revenue in 2015
Figure 3: OLAF’s investigative work in 2015

12

Figure 4: OLAF in 2015: a record number of concluded investigations

13

Figure 5: Impact of OLAF’s reorganisation of 2012

13

Figure 6: OLAF has completed more selections in a shorter time

15

Figure 7: Percentage of ongoing investigations lasting more than 20 months

15

16

Figure 8: Average duration of closed and on-going investigations (in months)

Figure 9: Average duration of closed investigations only (in months)

16

Figure 10: On-going investigations at the end of 20715, divided by sector

17

Figure 11: Cigarettes seized with the support of OLAF (rounded to million sticks)

18

Figure 12: Recommendations issued

Figure 13: Amounts recommended by OLAF for financial recovery (million EUR)

Figure 14: Amounts recommended by OLAF for financial recovery in 2015, divided by sector (million EUR)

Figure 15: Incoming information by source

20
20
20
24
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Figure 28: OLAF’s administrative budget in 2015 (million EUR)
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