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Summary

The EU and the Member States are jointly responsible for protecting the EU’s financial 
interests with respect to EU funds. “Blacklisting” (or exclusion) is a tool that international 
bodies and national authorities use to protect public finances. The objective is to avoid 
entering into financial agreements with untrustworthy counterparties, such as those involved 
in fraud, corruption, professional misconduct, money laundering, or non-payment of taxes. In 
2020, the EU paid out around EUR 150 billion under financial agreements. Since 2016, the 
Commission has been responsible for operating the Early Detection and Exclusion System 
(EDES), covering a quarter of EU spending (in 2020 EUR 39 billion) under direct or indirect 
management. In contrast Member States are not obliged to set up exclusion systems under 
shared management. 

Main findings presented in the Special Report

The Court concluded that exclusion is not used effectively to protect the EU budget. Although 
EDES has a broad scope and robust exclusion procedures, the Commission had only 18 non-
bankruptcy related exclusions recorded at the end of 2020. 

1. Direct Management (EUR 39 billion in 2020)

The Financial Regulation provides for a broad range of exclusion situations for recipients of 
EU funds, but the possibility of excluding related parties (managers, beneficial owners or 
affiliates) is relatively limited.

The responsibility for identifying excludable counterparties is fragmented within the 
Commission with authorising officers coming from various departments. This raises the risk 
for inconsistent approaches to identifying counterparties in exclusion situations. 

2. Indirect Management (EUR 11 billion in 2020)

Implementing partners have made a small contribution to the number of early detection and 
exclusion cases due to the same factors as in direct management. The court also found no 
notifications on exclusion from implementing partners. This could be caused by implementing 
partners not being allowed to exclude counterparties before a final judgement or 
administrative decision. Another factor is that their agreements do not always cover all 
exclusion situations. 

There have also been considerable delays in completing the assessments of implementing 
partners’ exclusion systems, which has contributed to the low-level of notifications. 

3. Shared management (EUR 111 billion in 2020)

The Court found that Member States’ differing approaches to exclusion contribute to 
unevenness in the protection of the EU’s financial interests. EU law does not require Member 
States to establish exclusion systems comparable to EDES, neither for EU funds nor for their 
own public funds. However, the financial regulation, management and procurement 
legislation obliges MS to protect the financial interest. 

Member States could make better use of EU-level data and tools including data on fraud and 
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irregularities, and the data-mining and risk-scoring tool, Arachne. The Court found that the 
utility of Arachne for exclusion purposes was limited by its restricted scope of application 
within shared management (cohesion and a pilot project in agriculture).

The Commission lacks the necessary overview of Member States’ exclusion arrangements 
and data necessary to develop a strategy for improving its own ability, and that of 
implementing partners and Member State authorities, to identify counterparties in – or at risk 
of being in – an exclusion situation.

Recommendations of the ECA

Recommendation 1 – Expand the range of exclusion

The Commission should address the following issue when preparing its proposal to the 
legislator on revision of the Financial Regulation: the exclusion of affiliates, beneficial 
owners and responsible managers of EU-counterparties, even if they are not EU-
counterparties themselves.

Target implementation date: 2022

Recommendation 2 – Strengthen the implementation of the early detection and 
exclusion system in direct and indirect management

The Commission should:

(1) Develop a case management system capable of providing an overview of ongoing and 
closed cases.

(2) Strengthen corporate oversight of the effective operation of the EDES, including by 
monitoring authorising officers’:

(i) follow-up of OLAF and EPPO recommendations concerning early-detection or 
exclusion;

(ii) activities and use of available data sources to identify exclusion cases, such as early 
detection cases, Irregularities Management System records, ongoing OLAF and 
EPPO fraud investigation cases, final audit results, competition decisions, and 
implementing partner notifications;

(iii) implementation of the EDES panel’s recommendations.

(3) Carry out ex-post checks to ascertain whether counterparties are in an exclusion situation, 
in particular where authorising officers rely on declarations on honour.

(4) Develop standard procedures and guidelines for authorising officers regarding the use of 
EU-level data sources, such as early detection cases, Irregularities Management System 
records, OLAF and EPPO fraud investigation cases, audit findings, competition cases, 
and implementing partner notifications.

(5) Promote awareness of early detection and exclusion among Commission departments, 
implementing partners and the Member State authorities involved in the management of 
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EU funds.

Target implementation date: 2023

Recommendation 3 – Improve the monitoring of early detection and exclusion under 
indirect management

To achieve a consistent level of protection of EU funds under indirect management, the 
Commission should ensure that its partners fulfil their obligation to notify the Commission 
when counterparties are identified as being in exclusion situations.

Target implementation date: starting in 2023

Recommendation 4 – Extend early detection and exclusion to shared management

The Commission should address the following issue when preparing its proposal to the 
legislator on revision of the Financial Regulation: applying the key elements of the EDES to 
funds under shared management, so that counterparties found to be in an exclusion situation 
are treated consistently across management modes.

Target implementation date: 2022

Recommendation 5 – Make better use of existing data and digital tools

Within the context of its broader efforts to use data and digital tools to protect the EU budget, 
the Commission should take measures to improve the use of data that is relevant to exclusion, 
in particular by:

(1) carrying out a mapping exercise to identify the sources of relevant data to protecting the 
EU budget, including national data, and determine how they can be accessed;

(2) proposing an adequate legal basis for the access and use of data on EU counterparties, 
including national data, for audit and control purposes;

(3) developing a common data mining and risk-scoring tool with access to all relevant EU 
and national data with the ownership at corporate level;

(4) ensuring the availability of data and promoting its sharing at corporate level; and

(5) developing a strategy to ensure that national and EU data on EU counterparties is digital, 
accessible, standardised and interoperable.

Target implementation date: for recommendations 5 (1) and (2) by 2023, 
recommendations 5(3) by 2025, recommendation 5(4) beginning of the next Multiannual 
Financial Framework, and recommendation 5(5) by 2023 for EU data and by the date of 
application of the revised Financial Regulation for the national data.

Commission replies
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The Commission welcomes the report of the Court, indicating that it support its action in 
further improving the Early Detection and Exclusion System.

The Commission explicitly responds to the fact that Commission services have recorded 
relatively few exclusions in the system. This must be seen against the need to ensure a sound 
balance between the protection of the EU financial interests and the need to ensure the right of 
defence and other rights enshrined in the Charter of Fundamental Rights, by requiring the 
necessary level of substantiated evidence (established facts) checked through the exercise of 
the right to be heard.

The Commission acknowledges that efforts must continue to provide the responsible 
authorising officer with consolidated access to data sources to help them discover situations 
of exclusions keeping in mind the legal and technical obstacles.
The Commission also agrees that EDES should be further reinforced and will address the 
findings of the ECA, in particular regarding the extension of its scope.

Central in the Commission’s actions to improve EDES is the proposal for a recast of the 
Financial Regulation (COM/2022/223 final). In this proposal, several improvements are 
proposed: 

1. The scope of EDES is broadened by targeting three new categories of subjects, when 
falling in one or more exclusion situations: 

 (i) beneficial owners, 
(ii) affiliated entities, and 
(iii) natural persons with power of control, management or representation. 

In addition, three new grounds of exclusions with an appropriate penalty range will be 
added:

(i) failure to cooperate in investigations, audits or checks carried out by EU enforcement 
bodies; 

(ii) taking advantage of a conflict of interest; 
(iii) incitement to hatred and discrimination.

2. EDES will be made more efficient

The Commission makes the following proposals:

- an expedited procedure for cases that need to be treated with priority, without prejudice 
to the right to be heard;

- improvements of the conditions for notifications of adversarial letters and decisions 
related to sanctions to unreliable economic operators who deliberately conceal their 
whereabouts to circumvent adverse consequences of their misconduct; 

- an obligation upon the person or entity in an exclusion situation to substantiate the 
adequacy of the remedial measures taken by means of an external audit or a decision of 
a competent national or European authority.

3. EDES as tool for accountability

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52022PC0223&from=EN


PE734.228v01-00 6/8 DT\1258948EN.docx

EN

This includes strengthening cooperation with relevant services, such as OLAF and – more 
recently – EPPO, by laying down working methods and procedures, but also assisting 
responsible authorising officers in bringing cases to the EDES Panel.

4. Member States, exclusion and data-mining tools

The Commission considers that exclusion at EU level would be possible and necessary 
where:

 - The Member States notify the Commission via the Irregularity Management System 
(IMS) of any exclusion situation concerning the most serious misconducts (fraud, 
corruption, etc) established in a final judgment or final administrative decision. The 
Commission would then act on the basis of such information. 

- Evidence of severe cases exists in the relevant EU report (i.e. OLAF report, 
Commission audit or ECA report) and there is, therefore, a need to protect the EU 
budget pending or lacking a final decision or judgment that could serve as basis for an 
exclusion decision (when such a final decision or judgment exists, the Panel must align 
immediately its recommendation to it).

Furthermore, Member States will have the obligation to consult the EDES Database and 
enforce the exclusion decisions therein. This means that they should not be able to 
award funds under shared management to a person or entity listed in EDES. The 
Commission recalls previous legislative proposals along the same lines to oblige 
Member States to take into account EDES exclusion when implementing the EU budget 
in shared management.

Recommendations of the Rapporteur

 Welcomes the detailed analysis performed by the Court; notes that the timing of the report 
is extremely timely, as the Commission can integrate the recommendations of the Court in 
the recast of the Financial Regulation;

 Highlights that “blacklisting” (or exclusion) is a key tool to protect the EU’s financial 
interests with respect to EU funds; 

 Notes that EDES currently applies only to EU operations under direct and indirect 
management;

 Is concerned by the conclusion of the Court that exclusion is not being used effectively to 
protect EU funds from untrustworthy counterparties; 

 Regrets that, according to the ECA’s Special Report, shortcomings in the arrangements for 
identifying counterparties in exclusion situations have contributed to the low level of 
exclusions as regards direct and indirect management;

 Regrets that, according to the ECA’s Special Report, Member States’ differing approaches 
undermine the overall effectiveness of exclusion as regards shared management, which 
contribute to an unevenness in the protection of EU funds;

 Takes note of the Court’s finding that Member States could make better use of the data-
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mining and risk-scoring tool ARACHNE; calls on the Commission to assess, and to report 
to Parliament, the reasons preventing Member States from fully adopting and using 
ARACHNE;

 Welcomes ECA’s recommendation to extend EDES to funds under shared management in 
the context of the revision of the Financial Regulation; recalls the call for the Commission 
outlined by Parliament in its resolution of 24 November 20211 on the revision of Financial 
Regulation to make the use of EDES compulsory under shared management; 

 Welcomes the recommendations made by the Court and the constructive attitude of the 
Commission in accepting them; encourages the Commission to implement all the 
recommendations in accordance with the agreed timeframe; welcomes in this regard the 
Commission proposal for recast of the Financial Regulation; 

Relevant EP resolutions and questions

EP resolutions

European Parliament resolution of 15 December 2021 on the impact of organised crime on 
own resources of the EU and on the misuse of EU funds with a particular focus on shared 
management from an auditing and control perspective (2020/2221(INI)) - Paragraphs 21, 
29,44,45

*******

European Parliament resolution of 15 December 2021 on the evaluation of preventive 
measures for avoiding corruption, irregular spending and misuse of EU and national funds in 
case of emergency funds and crisis-related spending areas (2020/2222(INI)) - Paragraphs 32, 
27

*******

European Parliament resolution of 24 November 2021 on the revision of the Financial 
Regulation in view of the entry into force of the 2021-2027 multiannual financial framework 
(2021/2162(INI)) - paragraphs 23,24

*******

European Parliament resolution of 23 November 2021 with recommendations to the 
Commission on digitalisation of the European reporting, monitoring and audit 
(2021/2054(INL)) - paragraph 40

*******

European Parliament resolution of 8 July 2021 on the creation of guidelines for the 
application of the general regime of conditionality for the protection of the Union budget 
(2021/2071(INI)) - paragraph 40

1 Texts adopted, P9_TA(2021)0469.

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021IP0501
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2020/2221(INI)&l=en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021IP0502
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2020/2221(INI)&l=en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021IP0469
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2021/2162(INI)&l=en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021IP0464
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2021/2054(INL)&l=en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021IP0348
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2021/2071(INI)&l=en
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*******

European Parliament resolution of 7 July 2021 on the protection of the EU’s financial 
interests — combating fraud — annual report 2019 (2020/2246(INI)) - paragraphs 
46,47,80,82

*******

European Parliament resolution of 10 July 2020 on protection of the European Union’s 
financial interests — combating fraud — annual report 2018 (2019/2128(INI)) - paragraphs 
6,7,11,16,68,69,78

*******

Selected Parliamentary questions

Preventive and corrective measures taken to protect the EU budget, E-000060/2021 Question 
for written answer to the Commission, Rule 138, Daniel Freund (Verts/ALE)
Commission answer

*******

OLAF reports between 2010 and 2020, E-004572/2021 Question for written answer to the 
Commission, Rule 138, Mircea-Gheorghe Hava (PPE)
Commission answer

*******

Exclusion of companies in tax havens from public procurement, P-004427/2021, Priority 
question for written answer to the Commission, Rule 138, Niels Fuglsang (S&D) 
Commission answer

*******

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021IP0337
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2020/2246(INI)&l=en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020IP0192
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2019/2128(INI)&l=en
https://www.europarl.europa.eu/doceo/document/E-9-2021-000060_EN.html
https://www.europarl.europa.eu/doceo/document/E-9-2021-000060-ASW_EN.html
https://www.europarl.europa.eu/doceo/document/E-9-2021-004572_EN.html
https://www.europarl.europa.eu/doceo/document/E-9-2021-004572-ASW_EN.html
https://www.europarl.europa.eu/doceo/document/P-9-2021-004427_EN.html
https://www.europarl.europa.eu/doceo/document/P-9-2021-004427-ASW_EN.html

