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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

on the protection of the European Union’s financial interests - Fight against fraud -
Annual Report 2011

(2012/2285(INI))

The European Parliament,
– having regard to its resolutions on previous annual reports of the Commission and the 

European Anti-Fraud Office (OLAF),
– having regard to the report from the Commission to the Council and the European 

Parliament entitled ‘Protection of the European Union’s financial interests – Fight against 
fraud – Annual Report 2011’ (COM(2012)0408) and its accompanying documents 
(SWD(2012) 227 final, SWD(2012) 228 final, SWD(2012) 229 final and SWD(2012) 230 
final)1,

– having regard to OLAF’s Report – Annual Report 20112,
– having regard to the Annual Report of the Court of Auditors on the implementation of the 

budget concerning the financial year 2011, together with the institutions’ replies3,
– having regard to the communication from the Commission to the European Parliament, 

the Council, the European Economic and Social Committee, the Committee of the 
Regions and the Court of Auditors on the Commission Anti-Fraud Strategy 
(COM(2011)0376)4,

- having regard to the Commission’s proposal for a Directive of the European Parliament 
and of the Council on the fight against fraud to the Union’s financial interests by means of 
criminal law (COM(2012)0363),

- having regard to the proposal for a regulation of the European Parliament and of the 
Council on the Hercule III programme to promote activities in the field of the protection 
of the European Union’s financial interests (COM(2011)0914),

– having regard to Article 325(5) of the Treaty on the Functioning of the European Union,

– having regard to Regulation (EU, Euratom) No 966/2012 of the European Parliament and 
of the Council of 25 October 2012 on the financial rules applicable to the general budget 
of the Union5,

– having regard to Council Regulation (EC, Euratom) No 2988/95 of 18 December 1995 on 
the protection of the European Communities’ financial interests6,

– having regard to its resolution of 10 May 2012 on the protection of the European Union’s 
financial interests – Fight against fraud – Annual Report 20107,

                                               
1 http://ec.europa.eu/anti_fraud/documents/reports-commission/2011/report_en.pdf
2 http://ec.europa.eu/anti_fraud/documents/reports-olaf/2011/olaf_report_2011_en.pdf
3 OJ C 344, 12.11.2012, p. 1.
4 OJ C 264, 8.9.2011, p. 15.
5 OJ L 298, 26.10.2012, p. 1.
6 OJ L 312, 23.12.1995, p. 1.
7 Texts adopted, P7_TA(2012)0196.
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– having regard to Rule 48 of its Rules of Procedure,
– having regard to the report of the Committee on Budgetary Control (A7-0000/2013),

A. whereas the EU and the Member States share responsibility for the protection of the 
Union’s financial interests and the fight against fraud, and whereas close cooperation 
between the Commission and the Member States is essential;

B. whereas the Member States have the primary responsibility for implementing some 80 % 
of the Union budget, as well as for the collection of own resources, inter alia in the form 
of VAT and customs duties;

C. whereas the Commission has recently undertaken a number of important initiatives on 
anti-fraud policy measures;

General comments
1. Stresses that countering fraud and any other illegal activities affecting the financial 

interests of the Union is the obligation of the Commission and the Member States,
enshrined in the Treaty on the Functioning of the European Union;

2. Recalls that it is equally important to ensure the protection of those financial interests both 
at the level of collection of the EU’s own resources and at the level of expenditure;

3. Welcomes 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 - Annual 
Report 20111 (‘the Commission’s annual report’); regrets, however, that the report is 
limited to the data reported by the Member States in different ways and therefore does not 
indicate the actual scale of irregularities and fraud, and that consequently it is not possible 
to evaluate the overall scale of irregularities and fraud in individual Member States or to 
identify and discipline those Member States with the highest level of irregularities and 
fraud as has been repeatedly requested by Parliament;

4. Welcomes the fact that, according to the Commission’s annual report, in 2011 there was a 
significant decrease in irregularities reported as fraudulent; questions, however, whether 
this decrease reflects the actual state of affairs in terms of fraudulent activities or is, rather,
a sign that the supervisory and control systems in the Member States are deficient;

5. Calls on the Commission to closely monitor the effectiveness of supervisory and control 
systems in the Member States and to ensure that the information provided on the level of 
irregularities in the Member States reflects the true situation; 

Revenue - own resources
6. Recalls that the proper collection of VAT and customs duties directly influences both the 

economies of the Member States and the EU budget, and that improving the systems for 
collecting revenue and ensuring that all transactions are formally recorded and brought out 
of the shadow economy should be given the highest priority by all Member States;

7. Emphasises in this context that tax evasion and avoidance represent a major risk for the 
EU public finances; stresses that an estimated EUR 1 trillion in public money is lost due 
to tax fraud and tax avoidance every year in the EU, which represents a rough yearly cost 
of EUR 2000 for every European citizen; points out that the average of the tax lost in 

                                               
1 COM(2012)0408.
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Europe today exceeds the total amount that Member States spend on healthcare, and it 
amounts to more than four times the amount spent on education in the EU;

8. Stresses that, owing to the mechanism of balancing the EU budget with GNI-based 
revenue, every euro lost to customs and VAT fraud has to be paid for by the EU’s
citizens; finds it unacceptable that those economic operators who engage in fraudulent 
activities are, in fact, subsidised by the EU taxpayer; emphasises that fighting tax evasion 
should be given the highest priority by both the Commission and the Member States;

9. Calls on the Commission to strengthen its coordination with the Member States in order to 
collect reliable data on the customs and VAT gap in the respective countries and to report 
on a regular basis to Parliament in that regard;

10. Welcomes the fact that that 98 % under Traditional Own Resources (TOR) is recovered 
without particular problems, but notes variations in Member States’ performance in 
recovery of the remaining 2 %1;

Customs
11. Emphasises that, as far as TOR are concerned, proceeds from customs duties are an 

important source of income for Member State governments, which keep 25 % to cover the 
cost of collection; reiterates that the efficient prevention of irregularities and fraud in this 
field protects the Union’s financial interests and has important consequences for the 
internal market, eliminating the unfair advantage enjoyed by economic operators who
avoid duties over those who comply with their obligations in this respect; stresses that the 
heart of the problem lies in the undeclared imports or those that have escaped customs 
surveillance;

12. Is deeply concerned at the Court of Auditors’ conclusion that there are serious deficiencies 
in national customs supervision2;

13. Stresses that the Customs Union is an area of exclusive competence of the EU and that it 
is therefore the Commission’s obligation to put in place all measures necessary to ensure 
that the customs authorities in the Member States act as if they were one, and to monitor 
their implementation;

14. Recalls that 70 ℅ of customs procedures in the EU are simplified; is deeply worried by 
the findings of the Court of Auditors in its Special Report No 1/2010, which revealed 
serious deficiencies in that area, pointing to poor or poorly documented audits, little use of 
automated data-processing techniques, excessive use of simplification practices and ex
post audits of poor quality;

15. Emphasises that modern IT solutions and direct access to data are crucial for the effective 
functioning of the Customs Union; finds the existing solutions unsatisfactory; is seriously 
concerned, in particular, by the finding in the First Eurofisc3 Activity Report for 2011, 
published in May 2012, that in most Member States tax administrations have no direct 

                                               
1 Study commissioned by Parliament on ‘Administrative performance differences between Member States 
recovering Traditional Own Resources of the European Union’.
2 Annual Report of the Court of Auditors on the implementation of the budget concerning the financial year 
2011, together with the institutions’ replies, OJ C 326, 10.11.2011, p. 1.
3 Network for the swift exchange of targeted information between Member States established on the basis of 
Regulation 904/2010.
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access to customs data and that automated cross-checking with tax data is therefore not 
possible;

16. Deplores the fact that the Commission and the Member States have been unable to ensure 
timely implementation of the Modernised Customs Code (MCC); stresses that the 
financial benefits estimated to have been forgone owing to the delay in implementing the 
new customs code amount to some EUR 2.5 billion in annual operational savings in 
compliance costs at full regime, and to as much as EUR 50 billion in the expanded 
international trade market1; calls on the Commission to make an evaluation of the cost of 
postponing full application of the MCC, quantifying the budgetary consequences of such 
postponement;

VAT
17. Recalls that the correct operation of customs procedures has direct consequences for the 

calculation of VAT; deplores the deficiencies in this area which have been found by the 
Court of Auditors; is deeply worried, in particular, by the Court’s finding in its Special 
Report No 13/2011 that the application of customs procedure 422 alone accounted in 2009 
for extrapolated losses of approximately EUR 2 200 million3 with regard to the seven 
Member States which were audited, representing 29 % of the VAT theoretically 
applicable on the taxable amount of all imports made under customs procedure 42 in 2009 
in those seven Member States;

18. Is deeply concerned that VAT fraud is widespread; points out that, since its introduction, 
the VAT collection model has remained unchanged; stresses that it is outdated, given the 
many changes to the technological and economic environment that have taken place; 
stresses that initiatives in the field of direct taxation require a unanimous decision of the 
Council; deplores the fact that two important initiatives aimed at combating VAT fraud, 
i.e. the proposal for a Council Directive amending Directive 2006/112/EC on the common 
system of value added tax as regards a quick reaction mechanism against VAT fraud 
(COM(2012)0428) and the proposal for a Council Directive amending Directive 
2006/112/EC as regards an optional and temporary application of the reverse charge 
mechanism in relation to supplies of certain goods and services susceptible to fraud 
(COM(2009)0511), are currently blocked in Council4;

19. Believes that the elimination of unrecorded transactions can contribute to reducing the 
amounts of VAT that go uncollected;

Cigarette smuggling
20. Recognises that the smuggling of highly taxed goods causes significant losses of revenue 

to the budgets of the EU and its Member States, and that direct loss in customs revenue as 

                                               
1 European Parliament study: ‘Roadmap to Digital Single Market’, available at: 

http://www.europarl.europa.eu/document/activities/cont/201209/20120914ATT51402/20120914ATT51402
EN.pdf

2 Regime used by an importer in order to obtain a VAT exemption where the imported goods are to be 
transported to another Member State and where VAT is due in the Member State of destination.
3 Of which EUR 1 800 million were incurred in the seven selected Member States and EUR 400 million in the 21 
Member States of destination of the imported goods in the sample.
4 Answers from Commissioner Semeta to the questionnaire submitted by the CONT committee - available at: 
http://www.europarl.europa.eu/committees/en/cont/publications.html?id=CONT00004#menuzone
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a result of cigarette smuggling alone is estimated to amount to more than EUR 10 billion a 
year;

21. Recognises that the eastern border represents a particularly problematic geographical area 
in this context; welcomes the publication by the Commission of an action plan to fight 
against cigarette and alcohol smuggling along the EU Eastern border1;

22. Welcomes OLAF’s activities in the implementation of the above action plan; welcomes, 
in particular, the successful outcome of ‘Operation Barrel’, which involved the 
cooperation of 24 Member States, Norway, Switzerland, Croatia, and Turkey, as well as 
the active support of the Taxation and Customs Union DG, Europol, Frontex and the 
World Customs Organisation, and which resulted in the seizure of 1.2 million cigarettes;

23. Welcomes the adoption on 12 November 2012 of the Protocol on elimination of the illicit 
trade in tobacco products at the fifth session of the Conference of the Parties (COP) to the 
WHO Framework Convention on Tobacco Control;

Expenditure
24. Recalls that 94 % of the EU budget is invested in the Member States, and that in these 

difficult economic times is it vitally important that all money is spent well; considers, 
therefore, that fighting fraud against the EU budget across all funding programmes in 
order to facilitate the recovery of lost funds must be a priority, so as to ensure that the EU 
budget is spent on its main objectives such as creating jobs and growth;

Agriculture
25. Is concerned that in the Commission’s annual report it did not offer a definitive answer to 

the question of whether the low suspected fraud rates reported by France, Germany, Spain 
and the UK are the result of non-compliance with reporting principles, or of the ability of 
the control systems put in place in these Member States to detect fraud; 

26. Welcomes the fact that the Netherlands, Poland and Finland have improved their 
compliance in terms of consistent reporting, and that the overall compliance rate for the 
EU-27 is around 93 %, representing an increase in comparison with the 2010 rate of 90 %;

Cohesion policy
27. Notes that certain large Member States such as France have reported no irregularities as 

being fraudulent in the area of cohesion policy in 2011; calls on the Commission to 
investigate the reasons for this and to determine whether the supervisory and control 
systems in Member States reporting no fraud are functioning effectively;

28. Welcomes the fact that France has been able to finalise the implementation of the 
Irregularity Management System (‘IMS’);

Pre-accession funds
29. Welcomes the fact that the 2011 recovery rate in the area of pre-accession assistance has 

improved compared with the previous years; stresses, however, that the overall cumulative 
recovery rate (standing in excess of 60 %) is still unsatisfactory;

30. Welcomes the Commission’s objective of supporting Croatia and the Former Yugoslav 
Republic of Macedonia in their efforts to implement the IMS;

                                               
1 SEC(2011)791.
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OLAF
31. Reiterates that it is necessary to continue to strengthen the independence, effectiveness 

and efficiency of OLAF; welcomes the progress made in the negotiations on the proposal 
for a Regulation of the European Parliament and of the Council amending Regulation 
(EC) No 1073/1999 concerning investigations conducted by the European Anti-fraud 
Office (OLAF) and repealing Regulation (EURATOM) No 1074/1999 (COM(2011)135);

32. Reiterates its call on the Commission and the Member States to ensure the effective and 
timely implementation of the recommendations made once cases have been investigated 
by OLAF;

33. Considers that Member States should be obliged to report on an annual basis on the 
follow-up of cases sent to their judicial authorities by OLAF, including on the penal and 
financial sanctions imposed in such cases;

The Commission’s initiatives in the area of anti-fraud activity
34. Welcomes the Commission’s Anti-Fraud Strategy1, which aims at improving the 

prevention and detection of fraud at EU level;
35. Welcomes the Commission’s proposal for a Directive of the European Parliament and of 

the Council on the fight against fraud to the Union’s financial interests by means of 
criminal law (COM(2012)0363 - proposal for the PIF Directive), which is to replace the 
Convention on the Protection of the Financial Interests of the European Communities and 
its accompanying protocols;

36. Welcomes, in particular, the fact that the definition of the Union’s financial interests in the 
proposal for the PIF Directive encompasses VAT, in accordance with the judgement of 
the European Court of Justice, which has confirmed2 that there is a direct link between, on 
the one hand, the collection of Value Added Tax revenue in compliance with the 
applicable Union law, and on the other, the availability to the Union budget of the 
corresponding Value Added Tax resources, since any lacuna in collection of the first 
potentially causes a reduction in the second;

37. Welcomes the proposal for a regulation of the European Parliament and of the Council on 
the Hercule III programme to promote activities in the field of the protection of the 
European Union’s financial interests (COM(2011)0914), which will be the successor of 
the Hercule II programme, the mid-term evaluation of which proved its added value;

38. Looks forward to the submission by the Commission of the legislative proposal on the 
establishment of the European Public Prosecutor’s Office, which will be responsible for 
investigating, prosecuting and bringing to justice those who damage assets managed by or 
on behalf of the EU, as announced by the Commission for June 2013;

o

o     o
39. Instructs its President to forward this resolution to the Council, the Commission, the Court 

of Justice of the European Union, the European Court of Auditors, the OLAF Supervisory 
Committee and OLAF.

                                               
1 COM(2011)376.
2 Judgment of 15 November 2011 in C-539/09, Commission v Germany (OJ 2012, C 25, p. 5).
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