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Sobject:  _Alleged irregulanbies and possible frand involving SAPARD fi
meat processing industry in Romania. '

Pear Mr VADAN.

Irefer (o OLAF's ongowng investigation 1nte allsged imegulontics involving SAPARD funded meat pracessine
projects n Romania and. in particular o vour letter, dated 17042010 (Rel. 6743), in which yvou sought OLAF's
aplnion-and views by relation to o auniber of issoes conceming the matte N

Before ! provide vou with OLAF = opinion and views ol the ssues used 1 would ke Lo take this oppariumty lo
provide you-with a general verview and update on the mvestigation at this stage

As vou koow. there are 211 projgect: Toudal under Measare 1.0, meat, meat products and egps. of te SAPARD
Progrumme in Rowania.  In June 2008, during an OLAF visit to the Payug Agency. OLAF examined 43 project
files and extracted copics of suspwious offers aned invowes from 54 of these files for further examinaton and
verification.  Smee that visit. OLAF. with the assistonce of DLAF. bes obtained copies of suspicious offers.
invorees anel cotracts from a considerable number of other SAPARD projeet files. The verificaton of these
doctments §s ongomg by OLAF and s parthers m the vanous Member States. So for. QLAF has found evidenge
of possible froud in a considerable number of these projeets and the evidence obtained has been passed i the
Romanian Wational Anti-corupiion Ditectorate (DNA) for eriminal iavegngation, For each of these projects the
DNA haw opencd penat cases, In addition, with the agreement of the DMA. the evidence m relation to 11 of these
projects has alrench been passed to vour service for adnunsstratve action aid rezoyesy.
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Furthermore, ULAF cuvrently bas ovdznes an relation 0 2 tuther 22 SAFARD funded projects which w will
shortly farward to the DNA for counmal wvesigation. \with the agreement of the DNAL OLAF wil then Forward

the evidence 1o your service for adminisirative action and weovern

Al this stage. OLATF has elegr evidence of what it believes are senous fregularities or fraudulant practices in
approsimatel 43 SAPARD project in the measure concerned. OLAF also has serious suspicions that imegular or
frandulent practives have oceurted m a forther 19 projeas. This Ngure 15 expeeted to nse steadily as further
evidence 18 received from QLAY s parusers i varicus Member Slates or uncoverad by OLAY ae puit ol its own
i estigative actiong

Ag vou ean see. Lo e, 62 prajects (rom a total of 211 we eiher proven o sugpected of having been myvolved in
wreyular or frandulent practices At this stage, it 15 mposaible to say when OLAF s investipations in these malter
will end or. mdeed. to estmale hovw mamy more projects i the measore sl be found te contamn Lraudulent or
wregular practices eonsidertny the fact that only marginall more than the above-mennoned 67 projects m the

measwre have been examined by OLAF to date.

Ax ottlined in OLAF's various letfers te vou and. mdeed explamed durme OLAF 3 msions o the PARDF. the
bull. of the wmegulanties wneovered relate (0 the “Three Offer Spytem™ for (he procarement of goods and
equiptent. In tus repard, 1 would ask that the PARDF consider undertaking a review of the procurement
procedures for all of the 211 projets veth o view to making o comparsson and aoalysis of pnices for
sunilm/identical equipment both offered and supplicd to various SAPARD applicants,  Such a review could
wdentifv potential irregulavities 1o projects whete the prices for sumila/identical equipment pd machinery appear
conswlerably different.  Another benefic of such a review would be the identriication of projects where the same
three companies vonsistently provided offers to numerons SAPARD applicants. Thus in isell. would not constitule
an mregulanty bul, on lurther myestigation. could identify possible conflicts of interest and. indewd. possibh
identify the mampulaton of tendering procedures. Should the PARDF decide o undertake such a review OLAF
would be interested 1 obtaining the results of the review, as thig would agsist OLAF In its investigation inte the
Inatier.

As you can imagme, the number. nature and gravity of the wregularties and pogsible fraud wacovered n the
SAPARD measure concerned is extremely worrving amd i this regard, m aceordance wuh ogréed procedures.
OLAF will be bnngmy these matters 1o the atfention of DG Apiculture in onder that it can be adequately addressed
by that DG,

In your letier. dated 1204 2000 (Ret: 6743). you sought OLAFs opinion regarding the justification lor registering
debts in the Debtor’s Ledper based on OLAF's iitial letiers of findugs (with enclosed anneaes) even tiough
OLAF's investigations have not yet besn finalised. o addition. you asked for OLAF s views tegardimg the amount
of debt. based vn whether the findings should be categorised as wresular or fraudulent.

i your letter, vou stated thal. n addition Lo national legislation. the PARDF also applies the provisions of a mmber
of EU Regulations. including Article 3 and Y of Regulation No H073/490¢

" Regulation (EC) No 107309 of the Ewropeun Parfiament and of the Couneil af 2% May 1999 canceruing investiga tons condiered Ly
the European Anti-Froiud Office (OLAF)
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In refaven o the tansmisson of avidence, In OLAF wvou seevice, Dwiould reler o Aruele 101 of Regulation
073799, which states thot OLAF mav ai any tiwme forwasd w0 the competent authgrities of the Member State
concemed . information (evidence) oblained during the course of the mvestigaton. To ths regard. OLAF considers
that the information tevidence ) iecently forwarded 10 vour service in relatan w ihe 11 projects mentioned above
and listed n the enclosed annex was provided n acenrdance wilh the provisions of Arucle 10(1) of' Rexulation
L0739 As mentioned abiove. OT AT s mvestization 15 ongomg with bule sign of being Ninabised m the near future
and thereforz a nal gage report cannot be forwarded ta vour service ol tis sage. in aceordanee with the provisions
of Arvele W31 of Regulatom (07309

In a number of the above-mentioned 1 cases the information provided by OLAT consisted of veports of contrals
conducted by the imvestigative authorities of ather Member States (e.g the ZKA w Germany. the Guwdia di
Fmanza i ltahy o each of these cases, OLAF's requests to these natibnal authorities were made under the
provisions of Regulation 3135/97°

Lo proy sy the yesulis of the controls. condueled by the myestigatn e duthonties of other Member States. OLAF
has ascied as coordimator in that it sunply passed the information (evidence) from the national aathorities of one
Member State to the natonal authorities of another Member State. These control reports shoukd now be considered
in a simlar manner to wlormation received by vour servive # accoidance with pitual assistance requests made
between adminisfrative suthorities of Member States under the provisiens of Regulation 313/497, 1 would draw
vour attention to Asticle 12 of Regulation 31597 which stipulates that such reports can be used as evidence by

Lour service.
In relation to those projects. for which the evidence provided consizte of an OLAF contro! report. | would again
refor vou to Asticle 10(1) of Regulation F073/99. which allows for the ongoing transmission of wformalion

(evidence) during aw inyestigation.
8- LN i B

In refation o the second issue. you staled that (the results of any erinunal investigation conducied by the DNA 1z
important n determining if the findings i partienlar cases should be classilied as fraud or wregularmics. You
stated that 1f'the DNA does not open a penal case in the matier then OULAFs findingg could not be elussified os
fraud but as an regularity,

["'would pomnt out that. i all of the 1] cases, for which OLAF has provided information {(eyidencs) w the foym ol
reports ta the DNAL penal cases have been opened for each and criminal investigations commeneed. In deciding
whether to initiate criminal proceedings against any individual or entity, the DNA must decide if there is
reasoniable possibility of a convietion. L all of the cases. already foiwarded by OLAF {o the DNA, OLAF believes
that clear evidence of fraud has been provided in thut the SAPARD applications n question contamed (ulse
documents  The DNA must attempt to identify the individual or entity. who orchestrated this fraud and indeed
produced the {alse documents. In those cases. the fraudulent acts have been proven. however. duc to the
international hatwre of the acts. it may be difficult oi. indeed. impossible lor the DNA to identify seho actually
orchestrated the fraudalent act  As vou know. the natwe of the procurement procedures i complex and the

* Council Regulation (ECY No 51587 of 13 March 1997 au isiutual issistanice berween the aidiniiistrssive sutharities of the Member
stites and the cooperativn hetween the latler and the Ciammission 1o easure the corvect application of die law on customs amd

agricultural matters
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Malsificaton of cuch doeanments may hase bews carmed out b the legal representatives of the SAPARLD applicant.
agents acting on behall” of the applicant v suppliers {@ither 1 Romania or elsewhere) or odeed by the
supplicidendering companics themsehes As mentioned above, the THNA mav not be able o slenufy definite ely
the guilty individual o entity and, dherefore. decide that it 15 unable 10 imuats eininal proceedings. However,
under SAPARD rules. it is the responsibility of the SAPARD applicant to ensure that all documents used to sapport
his SAPARD application are authentic. legitimeate and fully w accordance with [he riles of the Proyramme,
As stated 10 previous correspotidence. lirespective of din decision Lo mitate eriminal proceedings m the matter in
relation © pessible FRAUD wn the matter OLAF js convineed that there 1¢ sufficient evidenee that serous
nrentional IRREGULARITIES have occurred i the waplementaiion.al the projects concerned.

In this regard. | wonld refer vou 1o Tile 1L Arncles 4 and 5 of Reg 2988057 which provides elear detintions of
irregalarities. either mtentonal ar waimentonal. e the 11 eoses atreads forvarded (0 vou. thers is elear o idence
that the SAPARD beneliciaries i question submutted Talse documents m suppoit of ther SAPARD applications.
I view of the nadure and pravitv of the wregulavities, involvipg the intentional/deliberate subnussion of false
documents. it is OLAF s strong view that admimstrative penaliies, myolving TOTAL recoverv, as eutlmed w
Article 301 (e} of Regulation 298843 should he applied, 1o this regard, T would again ask ot OLAF s vanous
letters and the combrol reports enclosed therewith. be reearded as "Primary Administrative Findings' w
aceordance with the provisions of article 35 OF Regulation Mo 1290/2003" and that the appropriate regulatony
actions be wnderlaken s requested by OLAF.

I would also refer to Section B. Article 4. Paragraph 3 of the MAFA®, which states that:

“Wo project for which the awthorities of Romania, including the SAPARL Agency, have made any deduction,
reiention or further charge specific to SAPARD, which would reduce amounts payable or paid 1o the
beneficiary, shall be eligible for co-financing’

Follewing discussions with DG Agricalture of the European Commission. OLAF considers that, for the |1 cases
already forwarded 1o vour service for administrative recovery. the provisions of tis adticle of the MAFA apply, In
the cwrcumstinees. OLAF will be wccommending to DG Agriculturg that the [l SAPARD funded projects in
question should nol be co-fmanced by the EU budget and should be dealt with under the 'Clearance af Accounts’
pracedure. -

As mentioned above, over the coming weeks and mouths, OLAT will be forwarding simiar nfuimation and
evidence to vou service. in relation to considerable number of other SAPARD funded projects, for appropriate
admunistrative actions and recovery. i this regard. [ would osk that. w dealing with these additional casek, the
PARDF takes full account of OLAF's vigws ond reconmendationy us outline in this letter.

I trust that this letrer provides sufficient elarification on the issues raised and that the PARDF will proceed with the
OLAF's recotmmendations as outlined it the varous letiers. which issued to vou m relation o the |1 projects

sfenlioned.

¥ Counedl Regadusion (BT, EURATOM) No 208805 uf 18 Devember 1993 on thie protection of the Enpopean Commugities finacial

inerests.
* Council Regulation (EC) No 12902005 of 27 June 2005 an, the finincing of the commoh agyicalineal nalicy.

* Multisnnual Financing Agreement betweeny the Commiission of the Enropean Communities on hebalf of the European Comununify
aud Romaniu.
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fn conclusion, i relaton w the 11 SAPARD funded progets mentioned abanve. [ would be olhyed of vou conld
provide details of the actions takien by the PARDE to date to reeoser the irregalarly pasd funding. In this regard, |
enclose a table (i annex) of the |1 projeets with speetfic guestions coneeming each of the cases [ vour veply |
waould be obliged 1f vou could provide details on the eument staius of recovery, detals of any appeals, legal
challenges ele and the msults thereol by anv of the beneficianes aganst the cancelintion of the SAPARD
Finareing Cuntracts 1o question,

Usvould like 1o thank vou in advinee for sow cooperation n these matters aod deok fooward W con rephy 4s son
iy possible

Should vou iave any queres o1 wish 1o seek clarification i connection with theze maters, please feel fiee to make
direet contact witly My Damian D'ARCY |, e-matl: Damies D) ARC Y peearopa.en or M Mikios SZENCZL e-

mail Afik fos SZENCZ Fgecienpopa.cy n this oftice swho are dealing with the mater

owrs sincers[y

Eddt WEYNS
{J’ ead of Unit

Mis Adina PETRESCU, Siite Secretndy, DLAT, Secveturiaivl Genernl ul Guvernului, Buleviydul Reging Bliznber ur. 3-5
(Seetor 3), 050013, RO-Bucuresti

Copy:

Statement concerning the transier of personal data

I'he transter of pessonal dala to vou talls within Article 8 of Evropean Parhament and Counesl Rugulation No (FCyd3:3001on ihe prokection
of personal dagn by fhe Compmity institubons, Accordinghy . s the contioller of the personal date bereby lransmtied, you are responsibie
fisr ensuring that they are waed ouly for the purpeses for which they are trassitied. Provessing moa way ineompotible witlh that porpose. sueh
as franaferring it 1o another recipient where s i not necessary or legothy required on imporfant pulilie miterest gioumds: s cantian (o the
ennditions npory wiieh the dato D bean transferred 1o vou. Moreover., dceording to anticle 6(2) of Directive Y5 46 vou are reguired as ihe
Conuoller of the personal data coneeined to engure thatal] obligations of the Coutrolter e complied with.
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