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Reporting obligation

• Under EU law, MS must report cases of irregularities in revenue and expenditure 
to the EC.  Commission receives irregularity reports with regard to budget 
expenditure through the irregularity management system (IMS) managed by the 
European Anti-Fraud Office (OLAF). 

• In shared implementation of the EU budget, MS are required to report detected 
irregularities  in areas where EU provides financial support. MS must send regular 
reports of irregularities (including suspected and established fraud).

• Aim of reporting irregularities:

Detailed reporting has a dual purpose. It is a preventive measure to support proactive 
risk analysis, and it also allows administrative and judicial monitoring of action taken 
by MS. 

In addition, it provides information to the EP, MS and EC (including OLAF) for the fight 
against fraud and reporting of irregularities, including suspected and established fraud 
and acts as a tool for sound financial management. 
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The concept of irregularity

• EU regulations in various sectors require  MS to report irregularities to the 
Commission. The concept of ‘irregularity’ must always be considered in terms of 
the entire legislative framework of the Union’s financial interests, which may vary 
depending on the field concerned

• Legal basis 

Article 3(1) of Commission Delegated Regulation (EU) No 2015/1970, 2015/1971, 

2015/1972 and 2015/1973: 

Article 3 — Initial reporting 

1. Member States shall report irregularities to the Commission which: 

(a) affect an amount that exceeds EUR 10 000 in contribution from the funds; 

(b) have been the subject of a primary administrative or judicial finding. 
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Irregularities

Legal basis :

states that: 
‘„Irregularity” shall mean any infringement of a
provision of Community law resulting from an act or
omission by an economic operator, which has, or would
have, the effect of prejudicing the general budget of the
Communities or budgets managed by them, either by
reducing or losing revenue accruing from own resources
collected directly on behalf of the Communities, or by
an unjustified item of expenditure.’

*Article 1 (2) of Regulation 2988/95 
(PIF) 
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Specific sectoral regulations - further refined the general 
definition

• For the European Agricultural Guarantee Fund, the definition of ‘irregularity’ in 
Article 2(g) of Regulation (EU) No 1306/2013 refers to that of Article 1(2) of 
Council Regulation (EC, Euratom) No 2988/95. 

• For the Asylum, Migration and Integration Fund and the instrument for financial 
support for police cooperation, preventing and combating crime and crisis 
management (AMIF/ISF), recital (3) of the Commission Regulation (EU) 2015/1973 
refers to the definition used in Article 1(2) of Council Regulation (EC, Euratom) No 
2988/95. 

• For the European Structural and Investment Funds (ESIF) a slightly different 
definition is given in Article 2(36) of Regulation (EU) No 1303/2013: 

‘ “irregularity” means any breach of Union law or of national law relating to its 
application, resulting from an act or omission by an economic operator involved 
in the implementation of the Fund, which has, or would have, the effect of 
prejudicing an unjustified item of expenditure to the budget of the Union ’ 

• The same definition is given in Article 2(16) of Regulation (EU) No 223/2014 on the 
Fund for European Aid to the Most Deprived (FEAD). 
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Act or omission, intentional or unintentional

• The definition (previous slide) is valid across all sectors concerned and covers all 
behavior, intentional or unintentional, by an economic operator which has, or would have, 
the effect of prejudicing the general budget of the Union. 
Specifically: 

- Irregularities may stem from action or lack of action (i.e. ‘an act or an omission’) and 
may be categorized according to whether they 

a) are intentional or not; 
b) are one-off or systemic;
c) might have an impact in other MS  or non-EU countries. 

- Irregularities may be detected by any competent national or EU (Commission 
services, OLAF, European Court of Auditor, other) authority. 
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Infringement of an EU provision or national law

• In order to be considered an irregularity, the behavior must result in an 
infringement/breach of EU or national law. 

‘Any breach of Union law or of national law relating to its application’ 
encompasses the whole normative framework and binding procedures relevant 
to EU funding; these include, on the one hand, provisions specific to EU funds, 
and on the other, provisions on the management of public funds in general at 
national or institutional level. 

It has to be emphasised that ‘Union law or national law’ is to be obeyed not only in 
relation to the EU funds supplied by the EC, but also to co-financing (whether 
delivered jointly or in parallel) from the national budget (irrespective of whether it is 
at national, regional or municipal level), or from the resources of grant beneficiaries 
or final recipients (irrespective of whether they are public or private institutions). 
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In summary

No complete and exhaustive list can be given of 
what is and what is not an irregularity —
decisions can only be taken with reference to 
particular cases, and are therefore subject to 
institutional judgment. 

In concrete instances two questions should be 
asked: 

a) Have rules been broken?  

b) If so, might this have a negative impact on 
the EU budget? 
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Note that:

• An irregularity may occur at any moment in the project cycle, from programming 
through to audit, ex post monitoring or evaluation. Checks at any stage may 
indicate that conditions to be met by a beneficiary after project completion (e.g. 
operation of infrastructure) are not being met. 

• Certain guidance on these matters may also be consulted — for instance on: 
a) fraud risk assessment and anti-fraud measures for the 2014-2020    

programming period; 
b) fraud indicators developed for the 2007-2013 Structural Funds; 
c) anonymized irregularity cases related to structural actions; 
d) practical guides on conflict of interest and forged documents. 
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The fact generating the obligation to 
report

•EU legislation requires MS to report cases of irregularity and suspected fraud which 
have been the subject of a primary administrative or judicial finding (premier acte de 
constat administratif ou judiciaire — PACA) 

•Initial reporting: The MS are required to send the first report on a newly established 
irregularity no later than two months following  the end of the quarter in which the 
primary finding (PACA) was made (IMS allows earlier reporting). 

•Notification threshold: Article 3(1)(a) of the Delegated Regulations requires MS to 
report to the Commission only irregularities (including ‘suspected fraud’ and ‘fraud’) 
that affect an amount exceeding € 10 000 in contribution to the funds.

• To split a set of operations artificially, to avoid the reporting requirement is 
contrary to the objectives of EU legislation. Thus an ‘irregularity’ within the meaning 
of EU legislation may consist of irregular or fraudulent operations which are 
interlinked and whose total financial impact exceeds € 10 000, even though each 
operation remains below the threshold.
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Classification 2013 - 2017:
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Type of irregularities
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Irregularity Type – description 
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Classification of an irregularity

• The term ‘irregularity’ includes — but is not limited to — ‘suspected fraud’ and ‘established 
fraud’. Since 2006, MS reporting irregularity cases to the EC have been required to identify 
whether these cases involve ‘suspected fraud’; a definition of  ‘suspected fraud’ was inserted 
in the reporting provisions. 

• The main factor in identifying ‘fraud’ is ‘deliberate intent’ to commit an irregularity. 

Legal basis 

• Article 3(2)(g) of the Commission Delegated Regulations (EU) No 2015/1970, 2015/1971, 
2015/1972 and 2015/1973 requires Member States to state the following information: 

(g) where appropriate, whether the practice gives rise to suspected fraud; 

• Article 2(a) 

‘“Suspected fraud” means an irregularity that gives rise to the initiation of administrative or 
judicial proceedings at national level in order to establish the presence of intentional 
behaviour, in particular fraud, as referred to in Article 1(1)(a) of the Convention drawn up 
on the basis of Article K.3 of the Treaty on European Union, on the protection of the 
European Communities’ financial interests’. 
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IMS

• IMS –Irregularity Management 
System

• protected

• web based
certificate
user name
password

• cascade

• virtual

• 3 types of user
manager
creator
observer
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How to do this in IMS- irregularity classification

• The irregularity management system (IMS) enables any irregularity reported to be properly classified 
by selecting one of these three choices in the relevant field: 

• - ‘IRQ2 – ‘Irregularity’; 

• - ‘IRQ3 – ‘Suspected fraud’; 

• - ‘IRQ5 — Established fraud’. 
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Definition  suspected fraud

The most important 
element in identifying 
‘fraud’ is the ‘deliberate 
intent’ to commit an 
irregularity. Therefore, a 
case of irregularity should 
always be treated as 
‘suspected fraud’ if it is 
submitted to a prosecution 
service

irregularities
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Indicative list of types of irregularity to be described as
‘suspected fraud’

On the basis of MS reports, an indicative list has been drawn up of the typology used by 
MS in cases that should be considered as ‘suspected fraud’. 

In the following scenarios, the deliberate nature of the irregularity is obvious, since it is 
clear that the legal/natural person/entity that committed the irregularity was aware that 
its acts or omissions would have an impact on public funds (the EU and national 
contribution to the relevant area of expenditure): 

• The legal/natural person/entity that knowingly committed the presumed irregularity 
makes declarations or uses documents that do not reflect reality; the following are 
typical cases: 

- false / falsified accounts; 

- false / falsified documents; 

- a description of the facts, products, operations, goods, an origin or a destination 

that is known to be false; 

- false / falsified supporting documents; 

- the presentation of applications that are known to be false. 
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cont.

• The legal/natural person/entity that knowingly committed the presumed 
irregularity strives to conceal or mask the actual facts in full knowledge of those 
facts. The following are typical cases: 

- misappropriation of funds or goods; 

- goods imported or exported without declaration; 

- the presumed perpetrator of the irregularity invents a purely fictitious situation; 

- fictitious execution of an action, project, use or processing; 

- misrepresentation or falsification of the nature, quality or quantity of an 

action/project/product; 

- refusal of control by economic operator; 

- fictitious economic operator. 
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cont.

• In other scenarios, intent should be checked case by case, as the economic 
operator might have acted in good faith or negligently. These categories might 
include: 

- a combination of incompatible aid; 

- failure to present accounts or supporting documents; 

- failure to complete a transaction. 
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Suspected fraud  (untill now identified stages)

How to reflect this in IMS ?

IMS enables MS to specify the stage at which the case is classified as ‘suspected 
fraud’. A ‘request’ to update case: by amending the relevant fields, such as: 

Classification of the irregularity: change from IRQ3 to IRQ5 

The sanctions (penalties)  filled in. 

IMS allows the uploading of the relevant documents as attachment (e.g. sentence).
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Established fraud

The definition of fraud against the EU financial interests was first introduced by Article 
1(1)(a) of the Convention (drawn up on the basis of Article K.3 of the Treaty on EU, on 
the protection of the EC‘ financial interests, also known as the PIF Convention.

Legal basis 

• The PIF Convention defines fraud against the EU’s financial interests as: 

• a) In respect to expenditure, any intentional act or omission relating to: 

• - the use or presentation of false, incorrect or incomplete statements or 
documents, which has as its effect the misappropriation or wrongful retention of 
funds from the general budget of the EU or budgets managed by, or on behalf of, 
the EU, 

• - non-disclosure of information in violation of a specific obligation, with the same 
effect, 

• - the misapplication of such funds for purposes other than those for which they 
were originally granted;
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What is the level of fraud?

Fraud is a “hidden crime”. There is 
always a gap between detected and 
undetected cases where a fraudulent 
activity is suspected. 

Because of its nature, it is very difficult 
to measure the level of fraud. 

Established fraud describes a case of 
suspected fraud that has been judged 
to constitute 'fraud' by a definitive 
criminal court decision.
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Irregularities reported (CP) 
by numbers   and  amounts   (in programming period) 
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Irregularities reported as suspected fraud  (CP)
by numbers  and  amounts  (in programming period) 



REPUBLIKA SLOVENIJA
MINISTRSTVO ZA FINANCE

URAD REPUBLIKE SLOVENIJE 
ZA NADZOR PRORAČUNA

Distribution by fund – CP – irregularities reported as 
fraudulent

2013-2017 vs.    Year 2017
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Specifically: Programming Period 2007-13 - Types of irregularity/Modus 
operandi detected (fraudulent - all)

Infringement of contract

Incorrect, missing, false

Eligibility / Legitimacy of…

Violations/ breaches

Infringement of public…

Incorrect, absent

Violations/ breaches by ….

other

ethics and integrity

multiple financing 
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Number of Irregularities reported as fraudulent 
(amounts and fraud detection rate by MS (programming period 2007-13) 
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Type of Irregularity- stable amounts, same pattern  
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Irregularities – by  Source of detection
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Irregularities reported as fraudulent 
by Priority
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Cases that could be considered as ‘suspected fraud’ –
situations of conflict of interests 

Definition of conflict of interests Conflict of interests means where the impartial
and objective exercise of the functions of a financial actor or other person is
compromised for reasons:

• involving family,

• emotional life,

• political or national affinity,

• economic interest or

• any other shared interest with a recipient
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Method of detection 2016 – Cases reported as fraudulent – by 
number of cases (left)  by established amounts (right)

In monetary terms, of the EUR 83 million estimated or established in fraudulent cases registered 
for 2016, around 53 % were discovered during an inspection by anti-fraud services, 16 % during a 
post-clearance control, 15 % during a control at the time of clearance of goods. 
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Follow up reports

• MS have a duty to provide information in follow-up reports on:

the initiation, conclusion or abandonment of any procedures for imposing 
administrative measures, administrative penalties or criminal penalties, 
and on the outcome of those procedures. The follow-up reports should be 
sent as soon as possible after the reporting authority of the MS obtains the 
relevant information on the follow-up of the case.

• In particular, with regard to irregularities for which penalties have been 
imposed, MS must also indicate: 
(a) whether the penalties are of an administrative or a criminal nature; 
(b) whether the penalties result from a breach of Union or national law,

and details of the penalties; 
(c) whether fraud was established. 



REPUBLIKA SLOVENIJA
MINISTRSTVO ZA FINANCE

URAD REPUBLIKE SLOVENIJE 
ZA NADZOR PRORAČUNA

Closure of the case

After finalizing any proceedings and informing the EC of their outcome, MS 
should complete and finalize the reporting and close the case. 

• For the 2007-2013 programming period, MS concerned closes the cases in 
IMS when all procedures have been concluded at national level, including 
the reimbursement of the amount concerned to the EU budget. 

• Other examples of closing a case after finalization the procedures could be: 

• the beneficiary fulfils an obligation, in a case where the irregularity was 
non-fulfilment of the obligation; 

• the financial correction procedure is finalized; 
• the beneficiary is removed from the trade register; 
• the managing authority discovers the irregularity before payment and the 

funding agreement is cancelled or the beneficiary agrees to cover the 
financial consequences of the irregularity. 
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Measures in MS (one or package of measures)
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• Questions ?

• Thank you


