


[bookmark: PIF]Follow-up to the European Parliament non-legislative resolution on the protection of the European Union’s financial interests – combating fraud – annual report 2022
1. Rapporteur: Maria GRAPINI (S&D / RO)
1. Reference number: 2023/2045 (INI) / A9-0434/2023 / P9_TA(2024)0041
1. Date of adoption of the resolution: 18 January 2024
1. Competent Parliamentary Committee: Committee on Budgetary Control (CONT)
1. Brief analysis/ assessment of the resolution and requests made in it: 
The resolution stresses the role of the Member States in the prevention, detection, and investigation of irregularities and, in particular the importance of the National Anti-fraud Strategies (NAFS), Irregularity Management System (IMS) reporting and well-functioning Anti-Fraud Coordination Services (AFCOS) and asks the Commission to continue its support to the national authorities.
The Parliament solicits the Commission to take further action in reducing the VAT gap and to broaden the scope of the European Public Prosecutor’s Office (EPPO)’s competence in that area. The Parliament urges the Commission to improve its rate in recovering funds unduly spent and to strengthen its control of the use of funds under the NextGenerationEU, in particular the Recovery and Resilience Facility (RRF). 
The Parliament articulates its concerns in relation to the disbursement of RRF funds to Hungary and Poland where the shortcomings in the area of rule of law have not been fully addressed. It also invites the Commission to clarify applicable rules on conflict of interests affecting the cohesion funds. 
The Parliament emphasises the role of the European Anti-Fraud Office (OLAF), the EPPO, the European Union Agency for Criminal Justice Cooperation (Eurojust) and the European Union Agency for Law Enforcement Cooperation (Europol) in the fight against fraud and corruption and reiterates its call to ensure that they are provided with adequate resources. 
The Parliament welcomes the number of investigations into EU fraud initiated in the 22 Member States participating in the EPPO, which is higher than the historical average before the EPPO’s establishment. It solicits the Commission to engage in a constructive dialogue with the EPPO, with a view to strengthening the EPPO’s capacity to tackle the constantly increasing challenges in the anti-fraud landscape. It also calls on OLAF and the EPPO to coordinate their reporting on cooperation-boosting actions launched. It expresses its concern about the lack of information on the administrative recovery of sums due to the Union budget carried out by the Commission with regard to the duty of the EPPO to inform the Commission and asks the Commission and the EPPO to inform Parliament about the implementation of this important tool.
The Parliament considers furthermore that funds under the Neighbourhood, Development, and International Cooperation Instrument – Global Europe (NDICI-GE) for assistance in non-EU countries and the resources allocated for Europe’s response to Russia’s war of aggression against Ukraine, should be adequately monitored and controlled.
1. Response to the requests and overview of the actions taken, or intended to be taken, by the Commission:
The Commission closely follows the adoption process of the proposed Directive on Asset Recovery and Confiscation, on which the European Parliament and the Council reached a political agreement in December 2023. It also continues its efforts to establish the new Anti-Money Laundering Authority. As part of the implementation of the EU Strategy to tackle Organised Crime 2021 – 2025 as well as the EU roadmap to fight drug trafficking and organised crime of 18 October 2023, the Commission facilitates exchanges of experiences and best practices with the Member States. In the framework of the new Commission Anti-Fraud Strategy (CAFS) Action Plan of 11 July 2023, the Commission is exploiting the synergies between policies against organised crime, fraud, and corruption, notably by identifying sectors at risk of fraud and corruption by organised crime, and of its infiltration in the legal economy, and measures to address such risks (paragraphs 15-18 and 27).
In the 2022 Rule of Law Reports, the Commission, for the first time, introduced recommendations addressed to all Member States on all chapters of the reports. The Commission assessed those recommendations and made follow-up ones in the 2023 reports issued on 5 July 2023. The Commission will continue this practice, including for the chapter on the anti-corruption framework, for the fifth edition of the Rule of Law Report that will be published in mid-2024. The Commission is also committed to supporting Member States in their efforts to strengthen their anti-corruption frameworks. With the EU anti-corruption package adopted on 3 May 2023, the Commission stepped up its action to support Member States' anti-corruption policies and legislation and build a common culture to challenge corruption. In September 2023, the Commission set up the EU network against corruption, bringing together national authorities, practitioners, civil society, international organisations, and EU agencies. The EU network will provide a new impetus to corruption prevention efforts across the EU and develop best practices and practical guidance in various areas of common interest. One key task of the network will be to support the Commission to map common areas where corruption risks are high across the EU. The work of the network will feed into an EU anti-corruption strategy, to be developed in consultation with the European Parliament and the Council, to maximise the impact and coherence of EU actions. The proposal for a Directive on combatting corruption provides a possibility for the co-legislator to task the Commission as regards guidance or best practice to the Member States (paragraph 25).
The cases of conflict of interests reported via the EU’s fund management system (SFC) and related to the programming period 2014-2020 refer only to irregularities detected by the Audit Authorities and consitute only part of the  figures reported via IMS, which are more than ten times bigger and relate to all cases detected and reported over the period 2018-2022 (paragraph 30).
The Commission is continuously improving the report on the protection of the European Union’s financial interests and the fight against fraud (PIF Report) to make it as holistic and complete as possible as regards the functioning of the EU anti-fraud architecture, while respecting the need for clarity and brevity (paragraph 31).
In the framework of the new CAFS Action Plan, the Commission pursues several actions concerning conflicts of interest. Following the entry into force of Regulation (EU, Euratom) 2018/1046 containing general rules on the avoidance of conflicts of interest across all management modes (Article 61) the Commission prepared guidance[footnoteRef:2] to promote a uniform interpretation and application of those rules and to raise awareness among Member States. In particular, the Commission committed to promote exchange of best practices and to provide guidance for Member States on preventing, detecting, handling and reporting conflict of interests situations, as well as on addressing the risks related to spending in emergency situations, with a focus on conflict of interest. This guidance, adopted on 7 April 2021, already provided that measures to address conflicts of interests should be effective and proportionate and was intended to facilitate implementation of the EU rules and to encourage good practical application thereof by the national authorities. The national authorities may also adopt supplementary and possibly even more detailed and/or stricter national rules (paragraph 32). [2: Commission Notice Guidance on the avoidance and management of conflicts of interest under the Financial Regulation 2021/C 121/01 (OJ C 121, 9.4.2021, p. 1)] 

The Commission is fully committed to continuing its efforts for the swift recovery of abused funds in line with Articles 74(4) and 97 to 109 of Regulation (EU, Euratom) 2018/1046. In order to increase the effectiveness and efficiency of the recovery process, the Commission issued internal guidance[footnoteRef:3] regarding recoveries related to fraud and other irregularities.  [3:  	Follow-up of recoveries as regards suspected fraud and other irregularities: Guidance to Commission departments – Ref Ares (2022)967651 – 10/02/2022 related to expenditure under direct and indirect management.] 

[bookmark: _Int_e42osOI6]The recovery rate of 48% notified by the Member States for revenue for the year 2022 as actually reported in the PIF Report 2022, should be compared to the recovery rate of 50% for revenue for the year 2021 that was communicated with the PIF Report 2021 and not to the updated recovery rate of 54% for revenue for the year 2021 that was communicated as such with the PIF 2022. It should be noted that recovery results are usually a lengthy process and evolve over time as recommendations ‘mature’, i.e. as services continue their follow-up. For several more recent recommendations (e.g. issued in 2023), recovery procedures have not yet been launched (paragraphs 33 and 55).
Revenue
To reduce VAT fraud, the Commission is exploring the possibility to improve the existing legal framework to ensure better cooperation between Eurofisc and OLAF and to create the appropriate legal basis to allow cooperation between Eurofisc and the EPPO. The Commission supports Member States by providing means of analysing data such as Transaction Network Analysis (TNA) and the Central Electronic System of Payment information (CESOP). OLAF continues to maximise all the possibilities offered by administrative mutual assistance permitting to detect and investigate new VAT fraud patterns, in particular in cases of import duties, where these also concern VAT evasion, as it is the case for customs undervaluation, abuse of transit procedures or e-commerce facilitation arrangements (paragraph 38). The Commission takes note of the Parliament’s request to reconsider, in the next report on Directive (EU) 2017/1371 (‘PIF Directive’), the threshold of EUR 10 million of total damage for VAT fraud provided for by the same directive (paragraph 40).
Expenditure
The Commission strives to reduce the length of administrative procedures in the Member States. On behalf of the Commission, OLAF is working closely with the Member States authorities, with which it exchanges information and coordinates activities, and monitors and analyses the reporting of irregularities. The AFCOSes also facilitate effective cooperation and exchange of information with OLAF. The length of the underlying procedures is one of the elements taken into consideration by the appropriate Commission services. Issues identified are directly raised with the Member States concerned. Some Member States have recently been addressed in relation to reporting of irregularities in cohesion policy (paragraph 46).
The Commission had already put forward, in 2004 and in 2014, legislative proposals for mutual administrative assistance, but it did not receive support in the Council. The revised OLAF Regulation (EU, Euratom) No 883/2013 strengthens OLAF’s mandate to coordinate actions by Member States in the fight against fraud. Articles 12a and 12b provide a basis for strengthening Member States’ coordination and mutual assistance, also with respect to expenditure (paragraph 56).
NextGenerationEU (NGEU) and the Recovery and Resilience Facility (RRF)
The protection of the Union’s financial interests and sound implementation of the RRF remains a core priority for the Commission, which is continuously intensifying its audit work beyond strict controls on legality and regularity of payments. To date, the Commission has conducted 22 audits in 2022 and 31 audits in 2023; these have covered, at least, one protection of the financial interests of the Union (PFIU) system audit in all 27 Member States. The Commission will further increase its auditing work with more than 44 audits planned for 2024 and may implement additional audits when and where weaknesses are detected (paragraph 57).
In the same spirit, in the latest round of RRF plan revisions, the Commission proposed a further ten additional milestones on audit and control as part of its proposal for Council implementing decisions. These new milestones aim at strengthening the national member state control frameworks for seven Member States (Denmark, Portugal, Austria, Cyprus, Belgium, Finland, and Ireland). The RRF is also under intense scrutiny by the European Court of Auditors (ECA) which plans to audit all RRF payments for 2023 and to increase its number of performance audits on the RRF in 2024. As part of its audits on the RRF payments, the ECA has also audited the vast majority of milestones and targets and, in 95% of those cases, agreed with the analysis of the Commission. The ECA also raised no concerns on the fulfilment of the specific audit and control milestones. ECA has also recognised that the Commission has effectively implemented its ex-post audit plan (paragraphs 57-63).
[bookmark: _Int_gdVWGA6P]The Commission has published in September 2023 in annex to the RRF Annual Report (COM(2023) 545) its framework on the reversal of Milestones and Targets under the RRF. So far, the Commission has not identified any cases of reversal and if a relevant case of potential reversal is brought to its attention it will take the necessary actions in line with this framework. The Commission is closely monitoring the implementation of the RRPs and has regular and open exchanges with the relevant stakeholders on the ground. Moreover, the Commission’s ex-post audits will scrutinise relevant evidence obtained also for the purpose of identifying a potential reversal of the milestones and targets being audited (paragraph 64).
Article 25a of Regulation (EU) 2023/435[footnoteRef:4], which recently amended the RRF Regulation, requires Member States to publish twice per year information on the 100 final recipients receiving the highest amounts of RRF funding. That article is to be read in conjunction with Article 22(2)(d) of the RRF Regulation, which makes a distinction between a final recipient and a contractor/sub-contractor and provides that in case there is a contractor/sub-contractor, the contracting authority constitutes the final recipient. This is in line with the performance-based nature of the instrument, where a final recipient should be understood as the entity benefitting from the implementation of the RRF measure and not the (sub-)contractor implementing it. As required by the RRF Regulation (Article 22), Member States are obliged to collect data on the contractors and subcontractors. So, even if the final recipient may be a government body, the data on (sub-)contractors as well as beneficial owners must be collected. Such information needs to be provided upon request by the Commission, OLAF, EPPO and ECA for specific audit and control purposes, but there is no obligation for Member States to publish it (paragraph 67). [4:  	Regulation (EU) 2023/435 of the European Parliament and of the Council of 27 February 2023 amending Regulation (EU) 2021/241 as regards REPowerEU chapters in recovery and resilience plans and amending Regulations (EU) No 1303/2013, (EU) 2021/1060 and (EU) 2021/1755, and Directive 2003/87/EC (OJ L 63, 28.2.2023, p. 1)] 

The revised (2023) Action Plan accompanying the Commission’s Anti-Fraud Strategy aims to reinforce the protection of the RRF, notably by: a) developing risk indicators on fraud, corruption, conflict of interests and double funding, for the purposes of auditing and identifying potential cases to be transmitted to OLAF for possible investigation or transmission to the EPPO; b) carrying out system audits on the protection of the EU's financial interests focusing on high-risk areas identified in risk assessments; c) continuing anti-fraud awareness raising and training; d) encouraging Member States to make use of IMS to report irregularities related to the RRF in line with an ECA recommendation (paragraph 71).
With the targeted revision of the Financial Regulation (recast), the Member States, persons and entities implementing the EU budget under all management modes will be required to provide the Commission access to the information that they have to collect and store under sector-specific rules on the recipients and amounts of Union funding, including unique identifiers, as from 1 January 2028. The requirement takes due account of personal data protection and reduction of administrative burden. The Commission notes that a clear distinction is to be drawn between the information that is to be made publicly available for transparency purposes and information available to national and EU bodies for control, audit, and anti-fraud purposes. For example, data on beneficial owners will be collected and stored for audit and control purposes, but it cannot be published due to case-law of the Court of Justice of the European Union (paragraph 72).
Digitalisation and transparency to enhance the fight against fraud
Fostering digitalisation to fight fraud is the first theme of the new CAFS Action Plan. The actions focus on exploring possibilities to increase digitalisation and interoperability and to increase and broaden the use of existing IT tools such as Arachne, the Early Detection and Exclusion System (EDES), SUMMA (the Commission's next generation-corporate financial system replacing ABAC) and IMS. The Commission will encourage Member States, notably through available funding programmes, to digitalise as appropriate fraud prevention, detection, and investigation (paragraphs 73-85).
The targeted revision of the Financial Regulation will enhance the protection of the EU budget by, inter alia, ensuring standardised electronic recording and storing of data on the recipients of EU funding and their beneficial owners and by making the feeding of a single integrated IT system for data mining and risk-scoring compulsory in all budget management modes as from the MFF post-2027 (paragraph 75).
[bookmark: _Int_zdnUkefm]The proposal to use a single data-mining and risk-scoring tool by all bodies implementing the EU budget requires adequate time for developing the IT specificities, such as interoperability between the tool and the national or regional electronic data systems as well as for providing guidance and training to a vast number of users. For this reason, the feeding of the tool will only become compulsory as from1 January 2028. The compulsory use of the tool will be examined at a later stage following a Commission assessment on the readiness of the tool in time by 2027, based on a clear list of criteria set out in the new Financial Regulation. The targeted revision of the Financial Regulation aims to increase the efficiency and quality of controls and audits with the help of digitalisation and emerging technologies (paragraphs 77 and 85).
The revision of the CAFS Action Plan was guided by the objective of having a targeted and impactful plan. One of the main underlying criteria for selecting the new actions was whether they addressed pressing and significant fraud risks. The need for continuity has been another factor considered and weighed against the need for renewal and innovation. Priority has been given to those actions that are linked to new developments, such as the RRF and Ukraine (paragraph 83).
The Commission’s proposal for targeted amendments to the Financial Regulation included important features focused to strengthen the EDES. The Commission has proposed to extend the scope of the EDES to shared management and direct management when funds are disbursed as financial contributions to Member States (for instance, the RRF funds), and also emphasised the importance that exclusion decisions taken at the EU level are enforced at the national level by the Member States’ managing authorities in shared management.
Following the trilogue on the revision of the Financial Regulation, a compromise was reached to extend the use of EDES to shared management for programmes adopted or financed from 1 January 2028, with some particular limitations. The extension would cover only the most serious cases of misconduct and the exclusions will be possible based on final judgments or final administrative decisions and facts established at EU level. Member States will have to check the EDES database at the moment of the award and on the first level beneficiaries (direct applicant/participants beneficiaries, not sub-contractors); voluntary checks remain possible at any point of the lifetime of a project. As the new provisions will kick-in in 2028, the application to RRF would remain voluntarily.
With a view to enhancing the EDES’s efficiency and effectiveness, other important proposals of the Commission were accepted with minor or no changes: (i) the introduction of an expedited procedure; (ii) the possibility to exclude beneficial owners and affiliated entities; (iii) the introduction of new exclusion grounds to increase the legal certainty of the whole EDES framework. For instance, one particular additional ground will allow the Commission to proceed with an exclusion where a person or entity has resisted an investigation, check or audit carried out by an authorising officer or its representative or auditor, by OLAF, the EPPO, or ECA (paragraphs 79 and 103).
The EU anti-fraud architecture and key measures in 2022
The Commission welcomes Poland joining the EPPO and positive signals from Sweden concerning its intention to join the EPPO as well. OLAF is intensively cooperating with the EPPO pursuant to the agreed working arrangements. The number of cases reported through OLAF on its own or on behalf of the Commission to the EPPO and the number of OLAF complementary investigations and support cases to EPPO investigations is constantly growing. Furthermore, a joint OLAF-EPPO conference on operational partnership is planned for April 2024 (paragraphs 92 and 97).
In the 2022 budget, the EPPO received a large staff increase of 118 additional staff members and a further budget increase in 2023. The EPPO staff has more than tripled between 2020 and 2022, including an EU Contribution which has increased fivefold at the same time. For Eurojust, the Commission proposed a reinforcement to support the Agency’s new tasks related to the collection, preservation and analysis of evidence relating to war crimes with additional temporary agents and a corresponding increase of the EU contribution. For Europol, a reinforcement has likewise been made following the expanded mandate. Provisions had been made for seven external staff for OLAF in 2022 to help the Office address its increased workload. In addition, the 2023 budget provides for a reallocation of six additional posts to OLAF from other parts of the Commission for additional workload related to the NGEU (paragraphs 93-95 and 102).
In accordance with Article 103(2) of Regulation (EU) 2017/1939, as well as Article 6(4)(c) and Annex I of the Agreement between the Commission and the EPPO as regards the protective measures and administrative recovery of sums due to the Union budget, carried out by the Commission following input from the EPPO, it is important to recall that the EPPO mainly operates from a repressive standpoint, seeking to bring perpetrators of a criminal offences to justice. At the same time, it is to contribute effectively to the protection of the Union’s budget. The possible freezing of assets as a criminal precautionary measure is not sufficient to effectively protect the EU budget. The co-operation between the Commission, OLAF and the EPPO is crucial in this regard. Both administrative and criminal avenues should be pursued as much as possible, and the Commission supports the close cooperation between OLAF, the operational directorates-general of the Commission, and the EPPO, ensuring the continued highest possible level of protection of the EU's financial interests through an effective mix of administrative and criminal law measures (paragraph 99).
Regulation (EU, Euratom) 2020/2092 on a general regime of conditionality for the protection of the Union budget (the ‘Conditionality Regulation’) aims at protecting the Union budget. Measures under the Regulation can only be proposed if the Commission finds that breaches of the rule of law principles directly affect or seriously risk affecting the sound financial management of the Union budget or of the financial interests of the Union in a sufficiently direct way.
On 15 December 2022, based on the Commission’s proposal, the Council adopted an implementing decision on budgetary measures to protect the Union budget from breaches of the rule of law in Hungary under the Conditionality Regulation. Under Article 7 of the Conditionality Regulation, Hungary can request that measures be lifted by the Council, following the Commission assessment, by demonstrating that the situation leading to the adoption of measures has been remedied in full. So far[footnoteRef:5], Hungary has not made any formal notification in that sense. [5:  	as at 11 March 2024.] 

On 13 December 2023, in absence of a written notification from Hungary to request the lifting (or adaptation) of measures, the Commission reassessed, by reasoned decision, the situation in Hungary. In its re-assessment, the Commission found that Hungary has not adopted new remedies that would adequately address the issues outstanding under this procedure. On this basis, the Commission’s reassessment concluded that the Union budget is still at the same level of risk and that the measures adopted should not be adapted nor lifted.
[bookmark: _Int_CgmUCG4N]As regards Poland, in November 2021, the Commission sent a request for information to Poland under the Conditionality Regulation. The Commission has examined information Poland provided in January 2022 and has not sent a written notification to Poland, as it did not consider established that all the conditions for the launching of a case under the Conditionality Regulation were satisfied at the moment.
The Commission will continue to provide the European Parliament with relevant information, in line with its obligations under the Conditionality Regulation and the principle of sincere cooperation. Commissioner Hahn presented the latest state of play on Hungary on 17 January 2024, during the European Parliament plenary session.
[bookmark: _Int_04dafgAG]Effective and timely cooperation with OLAF and, subject to the participation of the Member State concerned, with the EPPO in their investigations or prosecutions is one of the situations or conducts of authorities that must be concerned by the breaches of the principles of the rule of law for the Conditionality Regulation to be applicable. The Commission takes into account reports from OLAF and the EPPO. An agreement governs specific modalities of cooperation between the Commission and the EPPO for reporting issues that may be relevant for the application of the Conditionality Regulation. Moreover, OLAF introduced in 2022 a new module in its case management system, to record and monitor potential breaches as specified in the Conditionality Regulation (paragraph 104, 112 - 115).
[bookmark: _Int_Fi5CaFjK]In 2023, OLAF mapped the situation of the current organisational and operational status of the Member States AFCOS. Almost all AFCOSes have amended their legal basis to incorporate the provisions of the revised OLAF Regulation and can now facilitate the contact between national authorities and OLAF and exchange information with OLAF. The Commission will continue analysing the need for amending the legislation related to AFCOSes in the ongoing evaluation of the application of Regulation 883/2013 (paragraph 107).
To gather a more detailed view on the NAFS adopted by the Member States, the Commission increased the level of detail of the annual PIF questionnaire addressed to Member States, which will feed the section on NAFS in the next PIF Report. 
With the new CAFS Action Plan, the Commission continues to encourage Member States to put in place effective and proportionate anti-fraud measures, such as strategies at national, plan, programme or authority level and commits to provide guidance and support in this respect when needed (paragraph 76, 108-111).
In designing new financing facilities and agreements with non-EU countries (Western Balkans and Ukraine) the Commission ensures that the reporting of irregularities via the IMS is one of the key requirements in relation to the protection of the EU’s financial interests. The extension of IMS to other non-EU countries is currently not supported by the legal and operational framework (paragraphs 49, 90, 116 and 120).
External dimension of the protection of the EU’s financial interests
The Commission notes that the PIF Report refers only to pre-accession policy which is only one of the policies implemented under the external dimension. The PIF Report hence does not present all the efforts and results of the fight against fraud in external actions.
The Commission makes sure that anti-corruption measures are mainstreamed into EU external action instruments. The Commission has the tools to take precautionary measures for its cooperation with non-EU countries, including putting on hold budget support payments, until corrective measures are undertaken. Programmes can be suspended and funds de-committed when deemed necessary. The fight against corruption remains a major priority in the pre-accession negotiations, with an embedded conditionality framework and a focus on capacity building. In addition, in the Joint Communication on the fight against corruption adopted on 3 May 2023, the Commission committed to enhancing its role in international forums and increase synergies amongst all stakeholders to tackle corruption at the global level. The Commission will further step up its engagement with Group of States Against Corruption (GRECO) by establishing a more regular and formal dialogue, including by inviting GRECO to have a standing involvement in the network. In parallel, the Commission will continue discussing with the other institutions the possibility of moving toward full participation of the EU in GRECO (paragraphs 119 and 120).
The Commission reiterates that the control of funds for assistance in non-EU countries under NDICI are carefully designed and implemented. They are also embedded in the principles of the NDICI-GE Regulation, including in recitals 79 and 80. As the PIF Report does not cover funds managed under NDICI, there is no element in it pointing at deficiencies in the controls and monitoring applied under NDICI. Under external dimension, the PIF covers pre-accession policy and IPA programmes implemented in some candidate countries (paragraph 119).
Ukraine attained candidate country status in 2022, EU leaders decided to initiate accession negotiations in December 2023. Consequently, no IPA funds were disbursed to Ukraine, rendering any elements in the PIF report unrelated to funds implemented in Ukraine. Nevertheless, the Commission is acutely aware of the challenges and risks inherent in implementing funds in Ukraine and the need of safeguarding the EU financial interests (paragraph 120).
[bookmark: _Int_TLjfyf5l]Since 2020, under the EU for Integrity Action for the Eastern Partnership project, the Commission, together with the Anti-Corruption Network of the Organisation for Economic Co-operation and Development (OECD) and the Open Government Partnership Action for the Eastern Partnership provide assistance to the Eastern Partnership countries to prevent and combat threats to the rule of law, and to support justice and public administration reform. This project focuses on the supply and demand-side of the necessary reforms, to foster evidence-based anti-corruption policy implementation through regional analysis and experience-sharing, to support stepping-up the enforcement of legislation (paragraph 122).
The Commission notes that the Financial Regulation contains obligations and mechanisms to ensure that EU funds do not reach entities or persons that are in breach of the rule of law and democratic principles. These principles, together with the EU’s fundamental values, are further embedded in external funding related basic acts, including the NDICI-GE and the Instrument for Pre-Accession Assistance (IPA III).
[bookmark: _Int_sPJ83V7g][bookmark: _Int_JYb7NZbg]The Commission has made continuous efforts to ensure that anti-corruption measures are mainstreamed into EU external action instruments. In that respect, the CAFS and related internal documents foresee specific actions in particular in relation to external information or internal awareness-raising campaigns. The CAFS includes, among others, a specific action that aims at evaluating fraud risks including corruption and vulnerabilities with regard to spending in emergency situations. In addition, a network (sub)group of External Action services also deals with overarching issues and common risks. The fight against corruption is a major priority in the pre-accession negotiations, with an embedded conditionality framework and a focus on capacity building. 
The Commission is sending clear signals to the candidate countries in case of limited progress made or results achieved and, as in the case of Bosnia and Herzegovina, the Commission suspended funds allocated for investments. In its Special Report No 01/2022, the European Court of Auditors (ECA) recognises that progress has been made and mentions positive examples. The Commission accepted most of the ECA’s recommendations, which are in line with policy changes the Commission was already implementing. That includes the following measures: the new methodology for enlargement takes a more holistic view on the rule of law, democracy, corruption and fundamental rights by clustering negotiation chapters; the political dialogue under the new methodology allows for a better focus on key elements where the political will of the partners is required to make progress; the possibility to suspend funds under IPA III (paragraph 122).
While the PIF Report does not address relations with international organisations and neighbouring countries, the Commission acknowledges the importance of international collaboration in preventing cross-border fraud. It recognises the necessity of exchanging best practices and fostering cooperation with international partners to effectively combat fraud and is committed to further enhancing collaboration and promoting best practices in this regard. In particular, the Commission included initiatives in the revised CAFS Action Plan to raise awareness among pillar-assessed partners in external action about their obligation to notify the Commission of irregularities, fraud, and exclusion situations. The Commission is dedicated to strengthening its partnerships and ensuring a coordinated approach to combatting fraud across borders (paragraph 123).
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