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[bookmark: _Toc187935792]Abbreviations 

	AFCOS
	Anti-Fraud Co-ordination Service represented in Montenegro by the Directorate for Suppression of Irregularities and Fraud

	AFCOS Office
	Department for Protection of the EU’s Financial Interests/AFCOS in the Directorate for Inspection and Protection of the EU's Financial Interests at the Ministry of Finance

	EC
	European Commission

	EU
	European Union

	Framework Agreement
	Financial framework partnership agreement between the European Commission and Montenegro represented by the Government of Montenegro on specific arrangements for implementation of union financial assistance to Montenegro under the Instrument for pre-accession assistance (IPA III)

	IMS
	Irregularity Management System 

	IPA
	Instrument for Pre-accession Assistance

	IPA structures
	Structures and authorities in the management and control system of the IPA III funds

	NAFS
	National Anti-fraud Strategy

	NAO
	National Authorising Officer

	OLAF
	European Anti-Fraud Office

	OLAF Regulation
	Regulation (EU, Euratom) No 883/2013 of the European Parliament and of the Council of 11 September 2013 concerning investigations conducted by the European Anti-Fraud Office (OLAF) and repealing Regulation (EC) No 1073/1999 of the European Parliament and of the Council and Council Regulation (Euratom) No 1074/1999

	PACA
	Primary administrative or judicial conclusion - a first-instance assessment in written form by the competent authority, administrative or judicial, based on certain facts that some irregularity has been committed, regardless of the possibility that this conclusion will be later revised or withdrawn in the further course of the administrative or court proceedings

	PIF Directive 
	Directive (EU) 2017/1371 of the European Parliament and of the Council of 5 July 2017 on the fight against fraud to the Union's financial interests by means of criminal law

	
	


1. 
2. [bookmark: _Toc187935793]INTRODUCTION
2.1. [bookmark: _Toc187935794]Purpose of adopting this strategic document 
The task of the EU Member States is to take all the measures necessary to combat fraud as well as any other illegal activity directed against financial interests of the EU, as well as to protect financial interests of the EU in the same way as protecting national financial interests. Consequently, the prevention, detection, investigation and sanctioning of fraud is the responsibility of all institutions that use not only the financial resources from the national budget, but also the funds they receive from the budget of the EU. Therefore, Montenegro through Chapter 32-Financial Control, which includes four main areas: public internal financial control, external audit, protection of financial interests of the EU and protection of the Euro against counterfeiting, aims to contribute to the improvement of discipline and transparency in the use of public funds (national and EU funds), but also to contribute to and protect financial interests of the EU.
In this sense, as a beneficiary of financial resources from the IPA funds, Montenegro is also obliged to establish an effective system for combating irregularities and fraud in the pre-accession period, and to ensure the protection of financial interests of the EU, that is, to ensure legal and targeted spending of the aforementioned funds, which are intended to stimulate the development goals of Montenegro as well as accelerate the growth and development of the Montenegrin economy and society as a whole. Namely, all funds spent unintentionally or illegally must be returned from the national budget of Montenegro to the budget of the EU.
Montenegro has chosen a clear strategic path towards European integrations - the document “Montenegro's Program of Accession to the European Union” clearly defines which obligations should be met in order to establish the best institutional and legislative framework and achieve measurable results on the European path.
In accordance with the above, within the fulfilment of the 3rd benchmark of Chapter 32-Financial Control, Montenegro is continuously working to improve and harmonize legislation in the field of protection of financial interests of the EU with the acquis communautaire The AFCOS Service, as defined in Article 12a of the OLAF Regulation, has undergone some organizational changes and is currently established within the Directorate for Inspection and Protection of the EU's Financial Interests as Department for Protection of the EU’s financial interests/AFCOS (hereinafter referred to as the AFCOS Office) at the Ministry of Finance. However, it is necessary to continue work on establishing an appropriate sustainable legal and institutional framework within which Montenegro will ensure adequate protection of financial interests of the EU with clearly defined roles of all authorities that are involved in the protection of the financial interest of the EU in Montenegro.
The adoption of the Strategy for Fight Against Fraud and Irregularity Management for Protection of Financial Interests of the European Union 2025 – 2028 (National Anti-Fraud Strategy - NAFS) will demonstrate the awareness of the values of the EU and readiness to fight all forms of irregularities and fraud and to continuously implement the protection policy, not only of financial interests of the EU, but also of the national budget, so that in the near future Montenegro becomes an equal partner to the Member States of the EU.
2.2. [bookmark: _Toc187935795]Position within the national strategic framework
When it comes to the strategic framework of Montenegro, it is especially important to point out that this is the third strategic document related to the protection of financial interests of the EU in Montenegro and that it accordingly represents a joint effort of all relevant authorities that are participating in the protection of the EU financial interests that can provide their contribution in this area.
The Government of Montenegro adopted the Strategy for Combating Fraud and Irregularities Management for Protection of Financial Interests of the EU for the period 2015-2017, as well as Strategy for the Fight Against Fraud and Irregularity Management for Protection of Financial Interests of the EU 2019 – 2022, as the main strategic documents outlining priorities related to protection of financial interests of the EU, as well as measures to achieve them. In this way, Montenegro demonstrates its readiness and political will to ensure the protection of financial interests of the EU and to align national legislation with the relevant acquis communautaire. In this regard, Montenegro is ready to use all available capacities in the fight against irregularities and fraud related to EU funds.
In mid-2024, the AFCOS Office initiated, under the Twinning Light Project “Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU”, the drafting of this new NAFS to protect financial interests of the EU for the period 2025-2028 and the related Action Plan. In developing this new NAFS, aspects that need to be improved in the coming period were considered, based on the observed shortcomings pointed out by the analysis of the existing legal and institutional framework, the ex-post evaluation report of the Strategy for the Fight against Fraud and Irregularity Management for the Protection of Financial Interests of EU 2019 – 2022 of Montenegro, procedures and practices put in place with the purpose of protecting financial interests of the EU in Montenegro. 
This new NAFS will be aligned with other strategic documents, which are important and relevant for the protection of financial interests of the EU, such as:
· National strategy of sustainable development until 2030
National Strategy for Sustainable Development until 2030 recognizes the need to fight against organized crime. It is indicated in this strategy that the effective fight against corruption and organized crime, remain challenges despite the efforts made in the previous period. As EU funds can also be defrauded by the organized crime this new NAFS will contribute to the achievement of the goals defined by the National Strategy for Sustainable Development. 
· Medium-term work program of the Government of Montenegro for 2024-2027
One of the key priorities of the medium-term work program of the Government 2024-2027 is "Montenegro is a state of the rule of law and a credible member of the EU and NATO". Montenegro is currently in the key phase of accession negotiations with the EU and harmonization of the national legislation with the European acquis is of the most importance. Adoption of this new NAFS is planned through the other priority “A stable financial and economic system for a rich country, its citizens”, under which it is foreseen to strengthen public finances for a strong Montenegro. 
· Economic Reform Program 2023-2025 
The Economic Reform Program 2023-2025 is the most important document of Montenegro in the economic dialogue with the EU and the country's key strategic document for medium term, macroeconomic and fiscal programming, which also contains the accompanying agenda of structural reforms important for reducing or eliminating obstacles to economic growth and strengthening overall competitiveness countries. One of the obstacles to economic growth is a fraud, consequently Strategy for Fight Against Fraud and Irregularity Management for Protection of Financial Interests of the European Union 2025 – 2028 will contribute to the main strategic goal of the economic policy of Montenegro is: "achieving smart, sustainable and inclusive economic growth that will contribute to improving the quality of life of all its citizens".
· Programme of Accession of Montenegro to the European Union 2024-2027
The Program for the Accession of Montenegro to the European Union 2024 - 2027 is a comprehensive strategic document that follows the reforms in the part of the harmonization of the national legislation with the European acquis, which also follows the reforms in the part of the strategic framework, which refer to the ability of Montenegro to assume the obligations arising from the membership in the EU in each of the 33 chapters, but also preparation of the administrative capacities of our institutions. Adoption of this new NAFS is planned through Negotiation Chapter 32 - Financial Control, which covers the area of the protection of financial interests of the EU.
· Public Finance Management Reform Program 2022 – 2026
One of the areas under the strategic objective “Financial control” is “Anti-fraud coordination (AFCOS)”, which provides that it is necessary to draft a new Strategy for the fight against fraud and management of irregularities in order to protect the financial interests of the EU for the period 2024-2027 with the accompanying Action Plan, which would further strengthen the legal framework and build the capacity of the AFCOS office and the AFCOS system. This
strategy would deal with the adoption of a legal basis for conducting administrative checks; Methodology of risk analysis in the field of irregularity management; Communication strategy (to improve communication between AFCOS bodies and with the public); and training. This new NAFS have a synergy with all the activities from the Public Finance Management Reform Program 2022 – 2026 under area “Anti-fraud coordination (AFCOS)”. 
· Fiscal strategy of Montenegro for the period 2024-2027
Fiscal strategy of Montenegro for the period 2024-2027 foreseen formation of the financial police. In order to create a more favourable business environment through the prevention of illegal business and the suppression of corruption, the Ministry of Finance will propose a legal solution that will create formal prerequisites for the formation of the financial police. Bearing in mind the current decentralization of the institutions that exercise control in this area, the Government of Montenegro believes that by forming the financial police, this body would be able to fight much more easily, both with corruption at the highest level and with all types of financial malfeasance. 
Considering the fact, that in many EU member states financial police is also responsible for investigating fraud cases against EU financial interests, it should be foreseen that cooperation between AFCOS and financial police could be established already during formation of financial police and drafting legal acts for its operation.
· Strategy for the fight against corruption 2024-2028
As in accordance with the PIF Directive corruption is regarded as fraud affecting financial interests of the EU, the Strategy for the fight against corruption 2024-2028 is considered to be supplementary to this new NAFS. It is ensured that both strategies do not overlap but work in one direction. 
The Strategy for the fight against corruption defines: the strategic direction and goals in the fight against corruption, priority measures for the establishment of an efficient system for the fight against corruption in the public and private sector, the roles and responsibilities of all subjects, which is the basis for efficient development sustainable system for monitoring and evaluating the comprehensive national response to corruption.
The strategy includes three key elements:
1. Efficient application of anti-corruption regulations.
2. Prevention, which means eliminating the conditions for the emergence and development of corruption.
3. Raising awareness and educating the public, in order to obtain support for the implementation of the strategy.
· Strategy for the prevention and suppression of terrorism, money laundering and financing of terrorism 2022-2025 
Strategy for the prevention and suppression of terrorism, money laundering and terrorist financing 2022-2025 points out that money laundering and terrorism are organized forms of criminal activity and that they almost always have an international character. This strategy sets, among others, the operational goal of "Improve professional development and strengthen institutions in order to increase the cooperation and efficiency of law enforcement authorities". As law enforcement authorities form the essential part of the AFCOS system then the implementation of this strategy will have a positive effect on the implementation of this new NAFS. As well as money laundering is among types of crime that can harm financial interests of the EU, so there will be number of synergies between both strategies. 
2.3. [bookmark: _Toc187935796]Compliance with obligations from the process of negotiations between Montenegro and the European Union 
· Report of the European Commission for the year 2023 (Montenegro 2023 Report)
The Report of the EC for the year 2023[footnoteRef:1], in the part concerning Chapter 32: Financial Control, points out that supported by an EU-funded twinning project, the AFCOS improved its capacity to fight irregularities and fraud and to coordinate the AFCOS network for the protection of financial interests of the EU. The report provides, that in the coming year, Montenegro should in particular further align its legislation with the EU acquis on the fight against fraud to financial interests of the EU and further strengthen the coordination capacity of the AFCOS, including by adopting amendments to the Criminal Code and a new national anti-fraud strategy. Report also emphasizes that Montenegrin authorities should continue building a track record of reporting of irregularities and of cooperation with OLAF on investigations.  [1: https://neighbourhood-enlargement.ec.europa.eu/document/download/e09b27af-427a-440b-a47a-ed5254aec169_en?filename=SWD_2023_694%20Montenegro%20report.pdf ] 

· 2023 Communication of the European Commission on EU Enlargement Policy
In the 2023 Communication of the European Commission on EU Enlargement Policy[footnoteRef:2] it is emphasized that the authorities need to enhance their efforts to fight against money laundering and financial crime. Montenegro showed encouraging developments in the fight against organised crime, arresting top-level members of organised crime groups and high-ranking officials in law enforcement agencies. This underlines the importance of consistently and vociferously combating the infiltration of organised crime in the police and the judiciary. However, the lack of convictions in the areas of tobacco smuggling, money laundering, trafficking in human beings and cybercrime, as well as the very low level of asset confiscations, is concerning. Although the number of convictions for financial crimes increased in 2022, these were exclusively based on plea bargains. [2:  chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://neighbourhood-enlargement.ec.europa.eu/document/download/cc71d42b-6c07-4deb-9069-5ca2082d166d_en?filename=COM_2023_690%20Communication%20on%20EU%20Enlargement%20Policy_and_Annex.pdf ] 

· Commission Anti-Fraud Strategy Action Plan - 2023 revision
European Commission adopted new Commission Anti-Fraud Strategy in the 2019 and this strategy focuses on protecting the EU’s financial interests from fraud, corruption and other intentional irregularities. In 2023 Action Plan of this strategy was updated and among others include activities to reinforce the protection of funds under indirect management. The protection of funds under indirect management is entrusted to partner organisations. However, the Commission remains accountable and must guarantee a high level of protection of such funds. Therefore, implementing partners must report detected fraud systematically to the Commission. For this purpose, the Commission is providing increased support and awareness raising targeted at such partners while insisting on their legal obligations to cooperate. Montenegro as a beneficiary country of IPA funds is also working under indirect managements, consequently there is synergy between both strategies. 
2.4. [bookmark: _Toc181022650][bookmark: _Toc187935797]National legislation 
Financial framework partnership agreement between the European Commission and Montenegro represented by the Government of Montenegro on specific arrangements for implementation of union financial assistance to Montenegro under the Instrument for pre-accession assistance (IPA III) in the Articles 50 and 51 prescribes obligation for Montenegro to protect financial interests of the EU and for that purpose provides definitions that should be applied.
Within Article 76a of the Law on Budget and Fiscal Responsibility is prescribed that Montenegro, as a beneficiary of EU funds ensures the indirect management of IPA funds and the protection of financial interests of the EU by establishing a system for the prevention of irregularities and fraud which coordinates legal, administrative, and operational activities, and cooperates directly with the OLAF.
Likewise, Decision on amendments to the Decision on the establishment of the Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU (AFCOS network), prescribes the establishment of the Coordination Body which consists of the representatives of several institutions such as: Ministry of Justice, Ministry of Internal Affairs, Police Directorate, Revenue and Customs Administration, Supreme State Prosecutor's Office and Anti-Corruption Agency. Within this Decision the tasks of those institutions are also prescribed.
Chapter 9.2. of the Decree on More Detailed Process of Organisation of Indirect Management for the Implementation of Union Financial Assistance Under the Instrument for Pre-accession Assistance IPA III prescribe AFCOS tasks as well as Article 14 of the Rulebook on the internal organization and systematization of the Ministry of Finance.
Criminal Code under which Montenegro ensures protection of EU’s financial interest.
2.5. [bookmark: _Toc181022651][bookmark: _Toc187935798]EU legislation
Article 325 of the Treaty on the Functioning of the EU requires Member States to protect the Community's financial interests in the same way as national financial interests:
“1. The Union and the Member States shall counter fraud and any other illegal activities affecting financial interests of the EU through measures to be taken in accordance with this Article, which shall act as a deterrent and be such as to afford effective protection in the Member States, and in all the Union's institutions, bodies, offices and agencies.
2. Member States shall take the same measures to counter fraud affecting financial interests of the EU as they take to counter fraud affecting their own financial interests.
3. Without prejudice to other provisions of the Treaties, the Member States shall coordinate their action aimed at protecting financial interests of the EU against fraud. To this end they shall organise, together with the Commission, close and regular cooperation between the competent authorities”
Regulation (EU, Euratom) No 883/2013 of the European Parliament and of the Council of 11 September 2013 concerning investigations conducted by the European Anti-Fraud Office (OLAF) and repealing Regulation (EC) No 1073/1999 of the European Parliament and of the Council and Council Regulation (Euratom) No 1074/1999 (amendments by Regulation (EU, Euratom) 2016/2030 of the European Parliament and of the Council of 26 October 2016 and by Regulation (EU, Euratom) 2020/2223 of the European Parliament and of the Council of 23 December 2020). Regulation prescribes AFCOS functions and requirement to cooperate with OLAF. 
Regulation (EC, Euratom) No 2988/1995 of 18 December 1995 on the protection of the European Communities financial interests provides for the definition of irregularity and common provisions related to the administrative measures and penalties that should apply. 
Regulation (EC, Euratom) No 2185/1996 of 11 November 1996 concerns on-the-spot checks and inspections carried out by the Commission in order to protect the European Communities financial interests against fraud and other irregularities. It provides for elements regarding the co-operation and coordination between the Commission and the Member States.
Council Regulation (EU) 2017/1939 of 12 October 2017 implementing enhanced cooperation on the establishment of the European Public Prosecutor’s Office (‘the EPPO’) defines functions and competencies of EPPO.
The European Parliament and the Council on 5th July 2017, have adopted the Directive (EU) 2017/1371 on the fight against fraud of Union’s financial interests by means of criminal law. The so-called ‘PIF - Directive’ provides for a definition of fraud and defines criminal sanctions for conducting fraudulent actions against financial interests of the EU.
2.6. [bookmark: _Toc187935799]Institutional and legal framework 
In the past several years, significant efforts were made in order to establish institutional and legal framework for the protection of financial interests of the EU in Montenegro.
Within Article 76a of the Law on Budget and Fiscal Responsibility it is prescribed that Montenegro, as a beneficiary of EU funds ensures the indirect management of IPA funds and the protection of financial interests of the EU by establishing a system for the prevention of irregularities and fraud which coordinates legal, administrative, and operational activities, and cooperates directly with the OLAF. However provisions of Article 76a of the Law on Budget and Fiscal Responsibility are unclear as to how and from which elements this system for the protection of financial interests of the EU should be formed.
Generally the system of the protection of financial interests of the EU should be composed from the following three elements:
1. [bookmark: _Hlk185239678]IPA structures,
2. Network of authorities that are independent and outside of IPA structures:  Ministry of Justice, Ministry of Internal Affairs, Police Directorate, Revenue and Customs Administration, Supreme State Prosecutor's Office and Anti-Corruption Agency, and
3. AFCOS Office.
· IPA structures
IPA structures during the pre-accession period of Montenegro to the EU, which are established by the IPA III beneficiary for the indirect management of IPA III funds, are the following:
1. National IPA Coordinator (NIPAK);
2. National Authorising Officer (NAO);
3. Management Structure consisting of the NAO Support Office and the Accounts Management Body;
4. Management bodies and intermediary bodies;
5. Audit Authority.
· AFCOS Network
Decision on amendments to the Decision on the establishment of the Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU (AFCOS network), prescribes the establishment of the Coordination Body which consists of the representatives of several institutions such as: Ministry of Justice, Ministry of Internal Affairs, Police Directorate, Revenue and Customs Administration, Supreme State Prosecutor's Office and Anti-Corruption Agency. Within this Decision the tasks of those authorities are also prescribed.
As it could be seen, within the framework of the aforementioned Coordinating body, there are also network of the authorities that are independent and outside of the IPA structures such as: Ministry of Justice, Ministry of Internal Affairs, Police Directorate, Revenue and Customs Administration, Supreme State Prosecutor's Office and Anti-Corruption Agency and they act in line with legislation that regulates their competencies. These authorities have different role in the protection of financial interests of the EU then IPA structures. 
In that sense, these authorities offer specialized, expert support and facilitates information exchange with the IPA structures, particularly in complex, potentially fraudulent, cases where responsibilities and authority may not be clearly delineated. In addition, these authorities are responsible for contributing to risk assessments of irregularities and fraud, proposing and participating in implementing effective measures to protect financial interests of the EU as well as for coordination training needs assessment at the authority they represent and they inform their colleagues about available educational activities that are related to the protection of financial interests of the EU.  
· AFCOS Office 
In compliance with the Framework Agreement Article 50 the IPA III beneficiary shall designate an AFCOS, to facilitate effective cooperation and exchange of information, including information of an operational nature, with OLAF. Montenegro has fulfilled this obligation by designating AFCOS under the Directorate for Inspection and Protection of the EU's Financial Interests as Department for Protection of the EU's Financial Interests (AFCOS office) at the Ministry of Finance. In that way obligation from Article 12a from OLAF Regulation is also fulfilled. 
Regarding its role, the AFCOS Office represents the main contact point for OLAF and ensures effective cooperation between IPA structures and the authorities outside IPA structures, as well as the exchange of information, including information with OLAF.
Main functions of the AFCOS Office are based on the requirements stated in the Framework Agreement and are as follows:  
· lead the creation/implementation of strategies to protect financial interests of the EU;
· identify possible weaknesses in the IPA III beneficiary systems for managing Union funds including IPA III assistance;
· ensure sufficient human resources capacity for these tasks, including training of fraud-prevention staff;
· 	support cooperation between the IPA III beneficiary administrations, prosecution authorities and OLAF;
· 	share information on irregularities and suspected fraud cases, including those identified in audits and checks carried out by the Audit Authority, internal audit services, the Management Structure, the Managing Authorities and Intermediate Bodies, with the IPA III beneficiary administration and OLAF;
· 	ensure the fulfilment of all the obligations under Regulation (EC, Euratom) No 883/2013 of the European Parliament and of the Council, Council Regulation (Euratom, EC) No 2988/1995  and Council Regulation (EC, Euratom) No 2185/1996.
2.7. [bookmark: _Toc187935800]Methodology
This new NAFS for the period 2025-2028 has been developed in accordance with the “Methodology for developing policies, drafting and monitoring the implementation of strategic documents” and “Guidelines for the preparation of strategic documents” of the General Secretariat of the Government as well as “Guidelines for the development of national strategies for combating fraud” and “Practical steps towards the drafting of a National Anti-Fraud Strategy” of OLAF.
2.8. [bookmark: _Toc187935801]Gender mainstreaming
Gender Mainstreaming is a globally accepted strategy for promoting gender equality. Mainstreaming is an approach and a tool to achieve the goal of gender equality. Law on Gender Equality was adopted in Montenegro requiring all national strategic documents to take into account gender equality aspects. Within this concept it was ensured that due attention was given to gender equality when defining measures and activities included in this new NAFS and Action plan.
In compliance with the Law on Gender Equality Article 13a when translating this new NAFS into Montenegrin gender-sensitive language should be used. 
3. [bookmark: _Toc187935802]CURRENT STATE OF THE PLAY
[bookmark: _Toc377112821]This chapter includes current state of the play in the area of protection of financial interests of the EU in Montenegro at the moment of developing this new NAFS. It covers overview of key achievements from implementation of the previous strategy, main conclusions from the ex-post evaluation report of the previous strategy (Strategy for the Fight against Fraud and Irregularity Management for the Protection of Financial Interests of EU 2019 – 2022 of Montenegro) and a review of “Fraud risk analysis with statistical analysis of cases of irregularities, in the context of implementing projects financed from IPA funds” prepared by the AFCOS Office to identify areas requiring additional attention and corrective measures within the context protection of financial interests of the EU. This chapters contain also conclusions from the PESTLE and SWOT analysis. Thereafter analysis encompasses the entire anti-fraud cycle and is divided into its main components defined by EC Guidelines on National Anti-Fraud Strategies – fraud prevention, detection, investigation and prosecution, recovery and sanctions. Finally, stakeholder analysis has been undertaken and extra emphasis on importance of coordination and collaboration within the entire AFCOS network has been analysed.
3.1. [bookmark: _Toc187935803]Achievements and challenges of the implementation of the Strategy for Fight Against Fraud and Irregularity Management for Protection of Financial Interests of the EU 2019 – 2022
External ex-post evaluation of implementation of the previous strategy (Strategy 2019 – 2022) has been performed within Twinning Light Project "Improving the capacities of the AFCOS System bodies in the field of irregularities management" in 2023. The main conclusions of the ex-post evaluation include a review of achievements and successes in implementing Strategy 2019-2022, as well as a reflection on challenges faced during some stages of implementation of Strategy 2019-2022. Furthermore, it lists recommendations to take into account when developing this new NAFS. Both aspects are described in more detail in the following two subsections.
3.1.1. [bookmark: _Toc187935804]Main conclusions on actions implemented 
Strategy 2019-2022 was adopted by the Government of Montenegro as the main strategic document containing Montenegro’s priorities, goals, and objectives in the respective policy areas along with the measures to achieve them. The Strategic Goal to "Ensure effective and efficient protection of financial interests of the EU by strengthening the AFCOS system in Montenegro in the area of irregularity management" was broken down into three operational objectives:

Under these 3 operation objectives 20 activities have been elaborated within the Strategy 2019-2022. It has been concluded that out of total, 14 activities (70%) have been completed, 2 activities (10%) partially implemented, and 4 activities (20%) have not been implemented. 
· Achievements
Overall implementation rate of the Strategy 2019-2022 is calculated at 70%, which in general can be considered a recognizable achievement. 
[image: ]

Detailed analysis shows that:
· two important activities of Objective 1 related to necessary changes in legal base were completed. Namely, Decision establishing the AFCOS Network in Montenegro was adopted and internal procedures for the operation of AFCOS Office was elaborated; 
· most activities implemented completely were those related to Objective 2 and require mainly AFCOS Office and IPA structure involvement in operational improvements of irregularity management and reporting. New tools were introduced and procedures improved, digitalization of reporting initiated, such as – risk management methodology in irregularities and fraud was developed, guidelines on irregularities were developed, as well as the update of the Manual of Procedures on Irregularity Reporting was carried out, e-mail address for anonymous signals from whistleblower’s was created, IMS access granted to all involved irregularity reporters; 
· close to everything envisaged under Objective 3 has also been implemented in the area of capacity building of the authorities involved in the protection of financial interests of the EU. Ex-post evaluation concluded that a more systemic approach was adopted in identifying training needs and designing training programs. Within Twinning Light project "Strengthening the capacity of the AFCOS office" initiated by AFCOS Office, training needs analysis was conducted in the authorities involved in the protection of financial interests of the EU and training programme for 2019-2021 developed. After COVID pandemic effected training plans, AFCOS Office adopted guidelines for the implementation of educational programs related to the field of irregularity management for the period 2021-2022. 
It was concluded that Strategy 2019-2022 was successfully implemented to a satisfactory degree, especially activities related to the operational duties of AFCOS Office and IPA structures. Also, the ability of AFCOS Office to attract additional funding outside Montenegro state budget has to be acknowledged. This way exchange of expertise and experience is fostered and activities implemented faster where feasible. 
· Challenges
There were, however, 30% of activities within the Strategy 2019-2022 not implemented (4 activities) or implemented only partially (2 activities). These included:
· not adopted amendments of the Law on Budget and Fiscal Responsibility (amendments were adopted later in 2023);
· not adopted Regulation on the institutional framework for the functioning of the system for combating fraud and irregularities (AFCOS system) in Montenegro and Decision establishing the AFCOS Network was not adopted in the content that the experts drafted within the Twinning Light Project “Capacity Development for the AFCOS Office in Montenegro”;
These 3 documents mentioned above should form the legal basis for the functioning of the system for the protection of financial interests of the EU in Montenegro.
· partial signing of cooperation protocols between the Ministry of Finance and selected bodies of the AFCOS Advisory Body (Audit Authority, Ministry of Internal Affairs, State Prosecutor's Office) to reinforce interinstitutional cooperation. Currently there are 2 Protocols on Cooperation signed – with Audit Authority and Ministry of Interior. 
The main challenges in delivering the completion of the above listed activities have been lack of political support for legislative changes, further resulting in a lack of willingness to cooperate and collaborate among institutions. There has been constant political instability in the country during the timespan of Strategy 2019-2022, thus delaying planned legislation and administrative reforms. Changes in political leadership and government ministers are often accompanied by changes in the top and middle level management of public administration bodies. Institutional continuity and team motivation across various institutions, including IPA structure, have suffered and resulted in high turnover rates and insufficient capacity during recent years.
Another unexpected challenge was the outbreak of COVID pandemic, which coincided with the activity plan for training delivery and had to be therefore postponed thus causing delays in Strategy 2019-2022 implementation.
3.1.2. [bookmark: _Toc187935805]Main recommendations for NAFS 2025-2028
The main recommendations developed during ex-post evaluation for this new NAFS include various aspects of both design and planning of this successive strategy document. Some of the proposals have already been taken into account in planning stage, while preparing for this new NAFS development process. Others have been incorporated in the design and development of this new NAFS. 
· (1) Guidelines for the development of National Anti – Fraud Strategies and the Practical steps towards the drafting of a National Anti – Fraud Strategy developed by OLAF should be consulted for the design of this new NAFS
It is emphasized that both documents developed in cooperation with the EC services, even though not mandatory, constitute good examples and best practices for traceable and commonly accepted strategy document development. Both guidelines have been used as a reference point in the design and development of this new NAFS.
Also, it was suggested that the preparatory stage of NAFS development should be of utmost importance, and thorough analysis of the current country’s situation should be performed. This was taken into account when designing the structure of document and is depicted in Chapter 2 "Current state of play". Furthermore, a comprehensive fraud risk assessment with the aim of providing the basis for building a solid NAFS was suggested. This task has been completed by AFCOS Office in the preparatory stage of NAFS development and is described in Chapter 2.2. "Results of fraud risk assessment".
· (2) The design and implementation of the Strategy will significantly benefit from the adoption of a more clear and concrete theory of change
Ex-post evaluation concluded that for development of this new NAFS specifically Theory of change should be applied. Theory of change is a representation of how and why a complex change process will succeed in delivering the anticipated results, under certain circumstances. As every strategic document in Montenegro has to be developed in accordance with the "Guidelines for the preparation of strategic document" developed by Secretariat General of the Government of Montenegro, also this new NAFS has been developed in accordance with the mentioned guidelines. It foresees as fundamental components in the strategy document those similar the Theory of change - necessary resources and inputs, desired outcomes, analysis of key stakeholders, activities leading to outcomes, indicators and their underlying rationale resulting in more specific objectives, measures and activities as well as clear framework to check milestones and stay on course during the monitoring and implementation of the strategy. Thus, it can be concluded that this new NAFS has been designed in line with the spirit of Theory of change.
· (3) Continuity in strategic orientation should also be a priority by building on what already has been achieved and by capturing lessons learned
Attention was drawn to the need to incorporate in this new NAFS those activities that were not implemented or implemented only partially during the timespan of the previous Strategy 2019-2022, in order to ensure continuity of actions and processes. That has been taken into account while developing this new NAFS, and further continuing or alignment actions have been envisaged within the Action Plan, based on the current situation and needs analysis. 
· (4) An adequate and comprehensive set of “SMART” output and outcome indicators must be a component of the new Strategy
It was emphasized that in the design process of this new NAFS a comprehensive set of SMART (specific, measurable, achievable, relevant, time bound) output and outcome indicators should be designed to promote proper design, implementation, monitoring and evaluation of the strategy. Requirement for developing specific indicators is also in accordance with the Montenegrin "Guidelines for the preparation of strategic document" and have been designed and included in this new NAFS. 
· (5) Adoption of measures for strengthening inter – institutional cooperation in every stage of the Strategy’s cycle (consultation, design, implementation, monitoring, evaluation) as a key element of success
Ex-post evaluation also emphasized the need for greater involvement of all stakeholders in the entire process of this new NAFS development in order to identify their needs during the consultation and design process. To address all main stakeholders, a questionnaire was disseminated and 5th AFCOS Network meeting in the Ministry of Finance of Montenegro was organized on 5 November 2024. Stakeholders with higher levels of engagement submitted their survey responses and also took part in the AFCOS Network meeting. Results of these responses are integrated into this new NAFS. 
· (6) Promoting synergies with institutions and adopting best practices at the national level
Another proposition stemming from interviews with stakeholders involved was to disseminate the good practices developed by individual institutions while implementing certain activities of the strategy. This included visibility activities and training among other things and suggested coordinating the good practices developed and avoiding duplication where possible. 
This has also been taken into account in the consultation and design process of this new NAFS, and one of the activities to be executed within the 2024-2025 Twinning Light Project "Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU ", communication and awareness raising activities in the field of protection of financial interests of the EU are already implemented. This includes templates and good practices to be disseminated across the entire AFCOS system, enhancing cooperation among institutions on national level. In addition, it has to be noted that cooperation between AFCOS Office and Montenegro Human Resources Administration, as it is mentioned in the ex-post evaluation, has already been actively established and has resulted in the first IPA training on irregularities in November 2024, delivered by AFCOS Office. 
· (7) Implement actions to foster visibility of the AFCOS Office and promote common understanding on the importance of drafting the National Anti – Fraud Strategy
It was highly recommended to include in this new NAFS a comprehensive communication strategy and campaign both within the public administration and regarding the general public’s awareness of fraud. This is also in line with the EC Guidelines on National Anti-Fraud Strategies and therefore it is envisaged to develop a comprehensive communication strategy within the Twinning Light Project "Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU" with activities to raise awareness and publicity of the bodies contributing to the protection of EU’s financial interest and also the importance of the new NAFS in this framework.
Within this framework, provisions should be introduced for the formal participation of the AFCOS Office in the annual meeting of the Monitoring Committee for the IPA III, in order to enhance visibility of the AFCOS Office as the main national anti-fraud coordinator and contact point to OLAF in the field of the protection of the EU’s financial interests and establish an annual high-level reporting mechanism on major developments concerning irregularities management during the programming period of IPA III. 
· (8) Invest in the human resources capacity building of the IPA Management Structure
During interviews and other means of information gathering of ex-post evaluation it was concluded that due to high staff turnover rates the institutional memory and continuity of knowledge are being lost within IPA structure bodies in Montenegro. In effect, this leaves a negative impact on establishing a proper irregularity management system within IPA funds with overarching prevention activities and proper skills to detect, investigate and recover fraudulent cases and unduly paid amounts. If IPA funds structure and administration are lacking resources, it is unlikely to establish a solid and fully operational system across all institutions involved for protecting financial interests of the EU. 
It was envisaged to include capacity building of the employees of institutions participating in the protection of financial interests of the EU regarding irregularities and fraud management and the use of IMS within the 2024-2025 Twinning Light Project "Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU". Subsequently, a range of activities related to capacity building are incorporated in this new NAFS and the Action Plan – such as update of training programmes and plans, training materials, seminars and training on irregularity management and fraud. 
· (9) The development of standardized forms (standardized document)
In order to enhance both the development and monitoring of implementation of this new NAFS it was identified that it should include specific and clear definitions of scope, deliverables and results, assignment of roles and responsibilities for each of the activities included in the Action Plan. It has been integrated into the new NAFS in the form of applying the EC Guidelines on National Anti-Fraud Strategies templates. 
In addition, standard forms for the use of AFCOS system in Montenegro have been developed within the framework of previous Strategy 2019-2022. For instance, standard strategy evaluation form, which has not been applied in practice yet. Based on needs analysis, alignment with the new requirements of some standardized forms has been envisaged in this new NAFS. For example, updating Guidelines for irregularity management and incorporating them into the Manual of Procedures, referring to the new IPA III structure in trainings and similar.
3.2. [bookmark: _Toc187935806]Results of the fraud risk assessment
EU legislation defines fraud as a deliberate violation that is or could be harmful to the EU budget. It is therefore a joint responsibility of all member states and candidate countries to fight against fraud and other illegal activities, which affect financial interests of the EU.
Hence, in the policy area of protecting financial interests of the EU risk assessment, and specifically fraud risk assessment, including vulnerability to corruption and conflicts of interest, plays a crucial role in determining the weakest stages in the system and identifying areas for improvement. Therefore, fraud risk assessment along with statistical data analysis on irregularity and suspicion of fraud cases within implementation of EU funded projects, form the basis for development of any national strategy for fight against fraud.
In Montenegro in accordance with the Law on Management and Internal Controls in the Public Sector, the Rulebook on the Method of Establishing and Improving Management and Controls in the Public Sector and the Procedure for the Risk Management Process of the Ministry of Finance, risk assessment is carried out once a year. Also in accordance with the "Methodology for developing policies, drafting and monitoring the implementation of strategic documents" and "Guidelines for the preparation of strategic documents" of the General Secretariat of the Government, as well as "Guidelines for the preparation of national strategies for the fight against fraud" of the European Anti-Fraud Office (OLAF), the AFCOS Office in 2024 carried out a Fraud Risk Analysis with a statistical analysis of cases of irregularities, in the context of the implementation of projects financed from IPA funds, which provides an insight into the efficiency of the financial system of management and control in IPA structures and identifies areas that require additional attention and corrective measures. It was based on self-assessment of exposure to fraud risks performed by all institutions within AFCOS system using a unified tool developed in accordance with the EC guidelines for "Fraud Risk Assessment and Effective and Proportionate Measures to Fight Fraud" in EU funds. 
Fraud risks were assessed for those business processes of EU funds implementation that are the riskiest from the perspective of committing fraud – where financial decisions are being made and where individuals have a decisive role in that decision-making. These business processes for IPA structures were identified to be:
· project selection, which includes ranging project applications according to certain criteria and making a decision on which applicants will or will not be granted with EU funds;
· implementation and verification of projects, with special emphasis on public procurement procedures carried out by beneficiaries of EU funds and work costs financed from EU funds;
· authentication and payment – in the case of IPA funds, that management verifications may not provide adequate assurance that fraud has not been committed;
· direct procurement - procurement financed by EU funds that is carried out for the needs of the management and control system body.
Network of the institutions, which are operating outside the IPA structure, performed fraud risk assessment within System Risk Assessment Tool. This tool contains the most common risks identified in advance, structured according to the phases of irregularity management cycle - prevention of irregularities, detection of irregularities, actions regarding irregularities, reporting of irregularities and monitoring of actions on reported irregularities, sanctioning and recovery. Their task therefore was to identify systemic risks, report on implemented controls to mitigate those and propose additional controls for further reduction of residual risks. Also, exposure to systemic risks, including the risks that fraud/irregularities are not properly classified, reported to the competent authorities, or that corrective measures are not taken.
The final assessment “Fraud risk analysis with statistical analysis of cases of irregularities, in the context of implementing projects financed from IPA funds” was adopted by the decision of Government of Montenegro in July 2024 and serve as a baseline for developing this new NAFS with tailored, specific and targeted actions in the area of protecting financial interests of the EU. 
Main risks identified and recommended actions for this new NAFS include:
1. Human resources
· Inadequate planning and departures of employees to better jobs can lead to overloading of existing employees, delays and errors in the process of managing irregularities
· Making an assessment of the required staff, filling vacant positions and adopting the Human Resources Development Strategy on the institutional level, and raising awareness and providing training on irregularities across the entire system of protecting financial interests of the EU;
· Create a new Training Catalog and Training Plan. The Directorate for Human Resources Management, in cooperation with the AFCOS Office, should include a training module on fraud and irregularities that occur during the implementation of IPA projects, the use of IMS, fraud risk management and other topics.
2. Legal base and Communication 
· Inadequate verification of double funding of EU projects, due to the lack of a single base of EU projects, which can lead to abuse, with funding from multiple sources.
· Creation of a unique electronic database of projects financed from EU support and enabling access to it for IPA structure officials working on checking double funding. Introducing in Manual of Procedures the obligation of IPA structure officers to perform this type of control.
· The role and tasks of individual authorities outside of the IPA structure regarding the protection of financial interests of the EU are unclear, which can lead to difficult communication between them, and thus to reduced efficiency in combating fraud and irregularities.
· Signing the Protocol on cooperation with Supreme State Prosecutor's Office and creating clear procedures on the duties of all bodies of the AFCOS network in the event of the arrival of OLAF investigators in the control of economic entities in Montenegro.
· Due to the insufficient recognition of the role of the AFCOS network in the public, insufficient trust in the institutions or ignorance of the mechanism for reporting suspected irregularities anonymously, potential whistleblowers and potential applicants are not inclined to report irregularities, i.e. suspicions of fraud, or do not provide adequate information so that the procedure for determining irregularities can be started.
· Creation of a communication strategy, creation of brochures and leaflets to inform the public with examples of fraud and irregularities and other important information.
· Due to the insufficiently established legal framework, which is manifested, among other things, in the inadequate description of the criminal offense, it is impossible to effectively process cases of suspected fraud to the detriment of financial interests of the EU. The result of the above can be a negative effect on the national budget, as well as on the reputation of the state.
· It is necessary to undertake a series of activities in order to perform an analysis of the compliance of the relevant laws, by-laws and other provisions with the so-called PIF Directive. Based on the results of the analysis, determine the need to improve the legal framework for the purpose of harmonizing the Criminal Code of Montenegro with the PIF Directive, that is, adopting changes to existing regulations.
· The provisions of the Law on Criminal Procedure are unclear and demanding, which makes their application difficult. In general, the complexity of the rules and the number of regulations that are applied in the work of investigative bodies, their frequent and insufficiently high-quality changes can result in untimely, inadequate and low-quality execution of the assigned tasks, which in the end can have a negative effect on the reputation of the institution and on the national budget.
· It is necessary to undertake a series of activities in order to perform an analysis of the compliance of the relevant laws, by-laws and other provisions with the so-called PIF Directive. Based on the results of the analysis, determine the need to improve the normative framework.
· Checking the connection of persons in terms of conflict of interest, when it comes to the implementation of on-site controls, is not adequate and may lead to the acceptance of unjustified costs and other irregularities.
· Prescribing the procedure of communication between IPA structures for checking the connection of the persons who carry out on-site control with the persons who are the subject of control, before the official issuance of the authorized form for conducting the control. Introducing into the procedures Statements that the persons who carry out the controls and the persons whose work is the subject of the control are not connected.
3. Organisational culture
· Lack of ethical values and awareness of responsibility among employees can lead to conflicts of interest and fraud
· Appointment of an officer responsible for monitoring the implementation of the Code of Ethics, promoting ethical behaviour and handling complaints about unethical behaviour.
4. Data 
· Non-detection and improper classification of irregularities due to lack of knowledge of regulations, lack of experience and reduced cooperation among officials
· Improve quality of irregularity data input into the irregularity registers with view of improving reliability of irregularity reporting, especially related to types of irregularities, ways of detection and financial statistics.
3.3. [bookmark: _Toc187935807]Results of the PESTLE analysis 
The PESTLE analysis was carried out by the AFCOS Office at the end of 2024 and main results from this analysis are summarised in the matrix below. 
	Criteria
	Strengths and opportunities
	Weaknesses, challenges and risks

	1. Political environment
	Strong commitment to EU integration, respect for assumed international obligations and regional cooperation.
A shared orientation towards economic recovery, social justice and an inclusive labor market.
Improving regional cooperation and fostering good neighborly relations.
	Political instability.

	1. Economic environment
	Strategic framework developed.
Preserved macroeconomic stability and financial system stability.
Investing in educational staff.
Favorable geographical position and great natural potential.
The availability of EU funds that help strengthen public administration, infrastructure, environmental protection, education, health and justice and are intended to support economic, political and social reforms, with the aim of accelerating the European integration process.
	Insufficiently diversified economic structure with excessive reliance on tourism as the main driver of the economy.
High level of public debt.
Insufficient growth of foreign direct investment.
Underutilization of human resources.
Insufficiently trained staff for specific tasks, including the implementation of projects financed by EU funds.
Regional discrepancy in the index of development.
High unemployment.

	1. Social environment (demography, education, health, social protection)
	Relatively stable demographic balance.
Development and improvement of education at an adequate levels.
Orientation towards the strengthening of capital investments in healthcare.
Improving allocations for social protection.
	Migration, especially the emigration of young people to Western European countries. Young people often go abroad in search of better economic opportunities, which contributes to the problem of "brain drain".
Depopulation and population aging affect the workforce and burden the social system.
Insufficient digitalization of the healthcare system.
Households in the northern region and rural areas continue to have an increased likelihood of being poor and having worse labor market outcomes than those in the central part of Montenegro and the coastal region.

	1. Technological environment
	Digital transformation and the technological environment in Montenegro are becoming increasingly important factors in the country's development, both in the public and private sectors.
Initiatives aimed at improving digital infrastructure, introducing innovative technologies and improving services in the areas of e-government, education, healthcare and economy.
Advanced strategic infrastructure process (Smart Specialization Strategies and Digital Transformation Strategy).
The existence of a relatively developed IT community.
	Poorer digital infrastructure in rural areas.
Underdeveloped digital skills in the wider population.
In terms of protecting financial interests of the EU, there is little involvement of officials in using the IMS (Irregularity Management System), a digital platform for reporting irregularities.


	1. Regulatory and institutional environment
	Advanced process of adopting the EU acquis in relevant chapters.
Developed public administration infrastructure.
	Insufficient compliance with EU Regulations.
Insufficiently efficient functioning of public administration bodies.
Insufficient involvement of institutions in the area of protecting financial interests of the EU.

	1. Ecological environment
	A clearly expressed strategic commitment to ecologically acceptable economic development.
Recognized as an ecological country.
Sustainable Development Strategy until 2030 adopted.
	Uncontrolled urbanization and excessive construction affect the level of industrial pollution, wastewater, as well as inadequate waste management.
Environmental pollution and energy efficiency.
Insufficient use of renewable energy sources.



3.4. [bookmark: _Toc187935808]Results of the SWOT analysis 
The SWOT analysis was carried out by the AFCOS Office at the end of 2024 and main results from this analysis are summarised in the matrix below.
	Strengths
· Montenegro has significant support from EU funds, which can strengthen its capacity to protect financial interests.
· Unquestionable commitment of political structures to accession and membership in the EU and fulfillment of obligations through membership in the NATO alliance and other international organizations.
· The existence of institutions responsible for fighting corruption and managing EU funds.
· Developed systems for monitoring and reporting on the use of EU funds, as well as reporting inadequately spent funds.
	Weaknesses
· High levels of corruption can weaken trust in institutions and make it difficult to protect financial interests.
· Insufficient training for officials managing EU funds can lead to errors and improper use of EU funds
· Inadequate legal basis relating to the protection of financial interests of the EU.
· Insufficiently developed procedures related to this area and non-compliance with EU regulations.
· Insufficient knowledge of officials outside IPA structures about processes and problems related to the use of IPA funds.
· Frequent changes in personnel.

	Opportunities
· The possibility of strengthening transparency through digitalization and development of communication strategies.
· Investing in training can improve the capacity of institutions to protect financial interests.
· The possibility of strengthening cooperation with the EU through the use of funds through various programs and projects available to candidate countries for membership.
· Cooperation with member states that have well-established systems for the protection of financial interests.
· EU funds provide Montenegro with the opportunity to accelerate economic development, reduce regional disparities, improve infrastructure and strengthen market competitiveness.
	Threats
· Political instability and changes in the political situation may affect the consistency and implementation of measures.
· Low level of support and involvement of system institutions in the process of protecting financial interests of the EU and awareness of the importance of this area for further negotiation processes.
· Cyber attacks and loss of documents.




3.5. [bookmark: _Toc187935809]Stakeholder analysis
In the context of the implementation of this new NAFS, it is necessary to consider the place and role of stakeholders, which will play a key role in this process, and on which success will depend most in achieving the defined objectives in the coming period. This analysis gives an insight into what actors covering the entire anti-fraud cycle need to be involved both in NAFS development and implementation.
3.5.1. [bookmark: _Toc187935810]Identifying stakeholders
In the executive system, the Ministry of Finance plays a key role in the promotion and protection of financial interests of the EU, within which the AFCOS Office was established as the main coordinating body of the AFCOS system in Montenegro and the contact point to OLAF. The AFCOS Office performs the tasks related to: coordinating legislative, administrative and operational activities and exchanging information between the bodies and institutions that make up the AFCOS system in order to protect financial interests of the EU, implying direct cooperation with the OLAF; exchanging information with other state authorities in case of suspected fraud, corruption or other form of irregularities in the system, as well as submitting appropriate reports to the competent authorities and institutions that make up the network of authorities that are independent and outside of IPA structures; monitoring the flow of investigative procedures regarding the unlawful use of EU assistance funds; reporting to the NAO on the measures taken and the results of the procedures instituted to sanction the irregularities detected; receiving, controlling and consolidating reports of irregularities in the management and use of EU assistance funds, as well as submitting them to the NAO; monitoring the recovery of EU funds illegally paid; keeping a register of irregularities identified; submitting proposals to the competent authorities and institutions of the network for the purpose of gathering evidence and establishing facts, and initiating sanctioning procedures in the bodies and institutions that make up the AFCOS system; ensuring the conduct of direct inspections and investigations by OLAF experts in the territory of Montenegro, following the establishment of a decentralized system of EU project management, i.e. entrusting the execution of budgetary tasks.
Pursuant to its competences, the Ministry of Finance is the operational carrier of financial interests of the EU protection policy in Montenegro and in this context is responsible for coordinating the process of NAFS development, implementation and monitoring in cooperation with all stakeholders.
It is particularly important to emphasize that, in the context of the implementation of this new NAFS, apart from the AFCOS Office, special role is played by the bodies of the AFCOS system, namely: IPA structures, and whose primary role in the AFCOS system reporting on irregularities (Structure for reporting irregularities), as well as network of authorities that are independent and outside of IPA structures, namely: Ministry of Justice, Ministry of Internal Affairs, Police Directorate, Revenue and Customs Administration, Supreme State Prosecutor's Office and Anti-Corruption Agency. These authorities offer specialized expert support and facilitate information exchange with the IPA structures, particularly in complex, potentially fraudulent cases where responsibilities and authority may not be clearly delineated. In addition, these authorities are responsible for contributing to risk assessments of irregularities and fraud, proposing and participating in implementing effective measures to protect the financial interests of the EU as well as for coordination training needs assessment at the authority they represent, and they inform their colleagues about available educational activities that are related to the protection of financial interests of the EU.
In addition other independent institutions were identified as stakeholders: 
For the purpose of this new NAFS development, all stakeholders were grouped in two categories in their relation to the implementation of NAFS – internal stakeholders and external stakeholders, see table below.
[image: ]
Internal stakeholders in relation to the NAFS are institutions and organizations of AFCOS system, and thus they are directly involved in developing and implementing NAFS and its Action Plan. While the external stakeholders in relation to implementing the new NAFS are organisations and institutions to whom AFCOS system bodies are in one way or another accountable for protecting the financial interests of the EU. Beneficiaries of EU funded projects, EU and Montenegro taxpayers and Montenegrin society in general were not considered stakeholders in relation to the NAFS as they are not accountable directly and do not contribute directly to the fulfillment of NAFS and its Action plan. 
3.5.2. [bookmark: _Toc187935811]Stakeholder mapping 
In this section assessment of all identified stakeholders has been performed. First an interest and impact evaluation was carried out in order to determine the level of interest and potential influence / power of each stakeholder. The rating was given on a scale of 1 to 5, 1 being the lowest and 5 being the highest score, see table below.
	Stakeholder
	Relation towards the strategy document
	Interests (1-5)
	Influence / Power
(1-5)

	AFCOS Office
	Coordinating development and implementation of NAFS in Montenegro
	5
	2

	EU Delegation - Delegation of the European Union to Montenegro
	Overseeing and managing EU assistance funds (IPA funds) in Montenegro, with the tone form the top on zero tolerance towards fraud
	4
	4

	IPA III Structure:

	· NIPAK - National IPA Coordinator
	Responsible for the overall strategic planning process, coordination of programming, monitoring of implementation, evaluation and reporting on IPA III assistance and for cooperation with the European Commission regarding the use of EU funding
	3
	4

	· NAO - National Authorising Officer
	Responsible for the management of IPA accounts and financial transactions and the effective functioning of internal control systems. Receiving, controlling and consolidating reports of irregularities in the management and use of EU assistance funds
	2
	2

	· Management Structure consisting of the NAO Support Office and the Accounts Management Body
	Setting up internal control system for IPA funding, development of internal procedures and information flows, defining reporting requirements for irregularities and suspicion of fraud, summarizing reports submitted by other institutions, coordination of fraud risk assessment for IPA III structure
	4
	4

	· Management bodies and intermediary bodies
	Controlling proper use of EU funding by performing checks and controls on beneficiary level, including on the spot visits, identifying irregular or fraudulent expenditure
	5
	4

	· Audit Authority
	Performing external audits after other national controls for indirect EU funding management have been completed, identifying remaining irregular or potentially fraudulent expenditure. Submitting documentation accompanied with audit findings directly to Supreme State Prosecutor's Office
	5
	2

	Network of authorities that are independent and outside of IPA structures:

	· Ministry of Justice
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU  - AFCOS network. Responsible for harmonization of the Criminal Code of Montenegro with PIF Directive
	2
	4

	· Ministry of Internal Affairs 
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network. Responsible for national cooperation activities and flow of information in cases of OLAF requests
	2
	5

	· Police Directorate
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network. Accompanying OLAF on investigation visits in Montenegro, performing pre-investigative activities for national cases - collecting information, data, documents and evidences on particular cases of suspected fraud, bringing criminal charges to the Supreme State Prosecutor's Office when applicable.
	2
	5

	· Revenue and Customs Administration
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network. Cooperation with OLAF in their domain. Access to national level information of beneficiaries.
	2
	4

	· Supreme State Prosecutor's Office
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network. Deciding on initiation of criminal cases also in IPA funded projects
	2
	5

	· Anti-Corruption Agency
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network. Monitoring anti-corruption policy and its application, also in relation to IPA funds administration bodies and beneficiaries
	5
	4

	Other authorities that have interests and influence (power) in relation to this new NAFS:

	· Public Procurement Directorate
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network. Monitoring of appropriate application of the legislation and performing procurement inspection controls
	4
	3

	· Central Harmonization Unit 
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network.
	2
	2

	· Budget Inspection Unit
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network.
	2
	4

	· State Audit Institution
	Member of Coordinating body for monitoring and management of the policy of prevention and fight of irregularities to protect financial interests of the EU - AFCOS network. 
	3
	3

	EU level institutions:

	OLAF – European Anti-Fraud Office
	Working on protection of the EU financial interests across the EU and candidate countries, receiving irregularity reports through IMS and performing independent administrative investigations in the control of economic entities in the territory of Montenegro
	5
	5

	EPPO - European Public Prosecutor's Office
	Criminal prosecution body at EU level investigating criminal offences against EU funding and taxpayers money, cooperating on cross-country level. Working Arrangements on Cooperation Supreme State Prosecutor's Office of Montenegro
	5
	4

	European Commission (DG NEAR, other services)
	Granting pre-accession funding within the multiannual financial framework and holding Montenegro as the beneficiary of the funds responsible for sound financial management of the funds
	5
	4

	ECA - European Court of Auditors
	Performing independent external audits on entire EU budget spendings, including pre-accession funding. Auditing European Commission on its ability to manage EU granted funding effectively and zero tolerance towards fraud and corruption.
	5
	3



Thereafter stakeholder mapping has been performed in order to group them by their influence, power and interest in the area of protection of financial interests of the EU. This classification helps to identify the key stakeholders to whom the main tasks and activities of the new NAFS should be assigned. And at the same time, it also helps to marginalize certain groups and players with low interest and low influence or power in order to avoid assigning them unnecessary tasks and activities within the NAFS as they would not be engaged enough to implement the activities with the dedication needed and deadlines required. 
Interest – impact matrix of stakeholders
[image: ]
This way, target groups of the new NAFS have been identified and activities for their involvement in the implementation of Action plan created. It can be concluded that institutions with the most interest into development of NAFS and protection of financial interests of the EU are not always the most influential in implementing the core activities needed for proper protection of both, EU and Montenegrin public resources. It has to be noted there are not many institutions identified in the matrix areas with low interest and / or low influence in respect to the NAFS due to the fact potential stakeholders with no direct accountability and contribution towards the NAFS (such as beneficiaries of EU funded projects, EU and Montenegro taxpayers and Montenegrin society in general) have been excluded from this analysis, as mentioned already in Section 2.5.1.  
3.6. [bookmark: _Toc187935812]Analysis of the current state of play within the elements of the anti-fraud cycle 
EC Guidelines on National Anti-Fraud Strategies prescribe that NAFS should consider each stage of the anti-fraud cycle:
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In order to conform to the requirement of the EC guidelines the analysis of the current state of play within the elements of the anti-fraud cycle have been performed.
3.6.1. [bookmark: _Toc187935813]Prevention of fraud and irregularities
Prevention of irregularities and fraud includes, but is not limited to:
· strengthening the administrative capacity of the authorities that are participating in the protection of financial interests of the EU;
· maintaining effective risk management in the field of irregularities and fraud;
· working on effective communication and raising public awareness;
· promoting ethics and integrity in public administration;
· protecting whistleblowers.

· Strengthening the administrative capacity of the authorities that are participating in the protection of financial interests of the EU
Administrative capacity building refers to the systematic planning of training activities, aimed at building the knowledge and skills needed to efficiently and effectively perform the assigned functions and tasks (e.g. knowledge of the legal framework and procedures related to the management and implementation of IPA III, as well as indicators of irregularities and fraud), so it is an important factor in the fight against irregularities and fraud.
A systematic approach to strengthening the administrative capacity of the authorities that are participating in the protection of financial interests of the EU includes:
· conducting Training needs analysis at the level of the authorities that are participating in the protection of financial interests of the EU in order to assess the existing capacities of officials, as well as to identify weaknesses that need to be addressed;
· harmonization of training programs in accordance with the results of the conducted analysis of training needs, with the aim of eliminating the identified weaknesses;
· monitoring and evaluation of established training programs.

The implementation of the training activities already started during implementation of Strategy 2019-2022 by preparing Training needs analysis. Based on the results of the analysis, an indicative training plan and training catalogue were recommended for 2019 – 2021. However, the pandemic impacted on the ability to organize and hold the training. In 2021, the AFCOS Office, building on the experience and results accumulated by the analysis, developed the Guidelines for the implementation of educational programs related to the field of irregularity management for the period 2021-2022.
However fraud risk assessment performed by the AFCOS Office in 2024 revealed that it is necessary to do a new training analysis for IPA structure officials, as well as create a new Training Catalog and Training Plan. The Directorate for Human Resources Management, in cooperation with the AFCOS Office, should include a training module on fraud and irregularities that occur during the implementation of IPA projects, the use of IMS, fraud risk management, etc.
· Risk management in the area of irregularities and fraud
Risk management means considering potential events that could jeopardize the achievement of objectives, their causes and consequences, as well as measures to be taken to prevent these events. Therefore, risk management helps to establish an effective system of management and control, with (transparent, comprehensive and easy to use) internal rules and procedures for action, as well as clearly prescribed institutional and personal responsibility.
Weak controls can result in frequent cases of irregularities and fraud. In such situations, all institutions involved in the protection of financial interests of the EU are obliged to take appropriate measures, in order to prevent irregularities and fraud, i.e. to protect financial interests of the EU.
During implementation of the Strategy 2019-2022 a risk management methodology in irregularities and fraud was developed as a fraud prevention tool. Consequently Fraud risk analysis with statistical analysis of cases of irregularities, in the context of implementing projects financed from IPA funds was carried out by the AFCOS Office in accordance with the Government Conclusion no. 07-430/23-4407/2 from the 68th session, held on October 12, 2023, “The Ministry of Finance is tasked with preparing a systemic risk analysis in the area of fraud prevention and management of irregularities, using the Methodology developed by the OLAF”.
· Communication and raising public awareness
Communication and public awareness activities in the field of the protection of financial interests of the EU are one of the foundations of effective prevention of irregularities and fraud.
In order to raise the awareness of the public, communication material was developed in the form of leaflets within the Twining Light Project “Capacity development for the Anti – fraud coordination service (AFCOS)”. However, these actions, though helpful, were isolated and not integrated into an inclusive and systemic approach, since a communication strategy wasn’t developed as initially designed. Deploying a systemic fraud awareness strategy is a complementary practice of substantiated added value for combating fraud and effectively protecting EU common values.
Carried out fraud risk assessment also revealed necessity to work for raising the awareness of all interested parties, in order to mitigate the risks of reduced fraud (only 4 suspected fraud cases out of 77 reported starting from 2018) and bring it to a more acceptable level.
· Promoting ethics and integrity in public administration
Promoting ethics and integrity in the civil service means developing mechanisms that seek to achieve the highest level of integrity at the level of the organization and at the level of individual officials.
Integrity, impartiality and accountability are fundamental principles involved in promoting ethics within the civil service. Civil servants act in accordance with the principles of ethics and integrity, if they maintain the level of knowledge and skills necessary to perform the assigned tasks, if they act in accordance with legal and moral requirements and if they are not prone to unethical or corrupt behaviour.
During implementation of Strategy 2019-2022 trainings were organised for the promotion of ethics and integrity in public administration. In addition, the Human Resource Management Authority (HRMA) in Montenegro has incorporated in its annual training planning components related to ethics and integrity in the public sector. Twenty-nine seminars have been conducted on integrity and ethics issues within the Strategy 2019-2022 period. And based on the results of the fraud risk essessment AFCOS Office is tasked to create the necessary training plan, which, in cooperation with the Human Resources Administration (Ministry of Public Administration), will be included in the program professional training and development of civil servants and state employees.
· protecting whistleblowers
During implementation of Strategy 2019-2022 e-mail address for anonymous signals from whistleblower’s was created. However, due to the insufficient recognition of the role of the AFCOS network in the public, insufficient trust in the institutions or ignorance of the mechanism for reporting suspected irregularities anonymously, potential whistleblowers and potential applicants are not inclined to report irregularities, i.e. suspicions of fraud, or do not provide adequate information so that the procedure for determining irregularities can be started.
3.6.2. [bookmark: _Toc187935814]Detection and reporting of fraud and irregularities
· Detection of fraud and irregularities 
The detection of irregularities and fraud in the IPA management and control system begins with the warning/alert of irregularity or suspected fraud.
There may be several sources of alert: 
· alert within the institution from the IPA structures, during the performance of regular tasks (e.g. desk checks, on-the-spot checks, etc.);
· alert in accordance with audit findings (e.g. findings of the Audit Authority, European Court of Auditors, EC, National Supreme Audit Institution, etc.);
· third-party alerts (e.g. by media, whistleblowers, etc.); 
· alerts from other institutions (e.g. by institutions from the network of authorities that are independent and outside of IPA structures).
In compliance with the performed fraud risk assessment the following sources of alerts are found in Montenegro: 

Administrative verification appears as one of the most common sources for alerts, which indicates the importance of regular administrative checks to ensure compliance with regulations and detect potential irregularities at early stages. The combination of regular administrative chacks, targeted controls and monitoring of key stages of the implementation process of the projects plays a key role in ensuring transparency and integrity in the management of national and EU funds.
In total during the period starting from 2018 €2,373,208.48 were identified as irregular and the average irregularity (fraudulent and non-fraudulent) detection rate among all financing components was 1.53%. Compering to the data from the PIF report 2023[footnoteRef:3] for EU 27 member states the fraud detection rate was 0.53% and for EU27, the irregularity (non-fraudulent) detection rate was 0.67%, which both are lower than the rate of Montenegro.  [3:  https://anti-fraud.ec.europa.eu/about-us/reports/annual-reports-protection-eus-financial-interests-pif-report_en ] 

Out of a total of 77 detected irregularities, only 1 irregularity was detected on the basis of a suspicion reported by the Project Implementation Unit (PIU). Given that PIUs prepare program documents and provide support in programming and implementation at the contract level, they are expected to significantly contribute to spotting possible irregularities and reporting suspected irregularities. Such a low number of reported suspicions of irregularities by the PIU indicates the need for additional training in order to raise awareness of the importance of reporting irregularities. More effective reporting of irregularities is key to improving transparency and accountability in project implementation.
During the period starting from 2018 out of the total number of reported irregularities cases (77), only four (4) cases were reported as suspected fraud (5% of the irregularities were reported as fraudulent). Of these cases, two (2) were closed, and concerning two (2) remaining cases, all relevant documentation was, in accordance with the procedures and Guidelines on management of irregularities, sent to the Supreme State Prosecutor's Office for further action. Whereas, compering to the data from the PIF report 2023[footnoteRef:4], on average between all the counties receiving pre-accession funds about 8% of the irregularities were reported as fraudulent. This percentage (the fraud frequency level – FFL) changed over time, increasing significantly in 2020 (15%) and peaking in 2021 at 19%. Therefore, these differences in data could indicate an insufficient number of observed and reported cases of potential fraud in Montenegro. [4:  https://anti-fraud.ec.europa.eu/about-us/reports/annual-reports-protection-eus-financial-interests-pif-report_en ] 

· Reporting of fraud and irregularities
The purpose of reporting irregularities is to properly disclose information on identified cases of irregularities and suspected fraud. Likewise, the Irregularities Report mirrors the effective functioning of the System for the protection of financial interests of the EU in such a way that it clearly shows whether the competent institutions know how to qualify the irregularity, or whether, how, and for what period of time they act in cases irregularities and frauds identified, and whether there are all mechanisms in place to secure a refund to the EU budget and sanction offenders.
Responsibility for reporting irregularities lies with the beneficiary country of IPA assistance. In this regard, all competent institutions in Montenegro involved in the implementation of the IPA III program (IPA structures) are obliged to report irregularities.
The legal basis for the obligation to report irregularities are outlined in the Financial framework partnership agreement between the European Commission and Montenegro represented by the Government of Montenegro on specific arrangements for implementation of union financial assistance to Montenegro under the Instrument for pre-accession assistance (IPA III) signed on June 16, 2022 (Articles 50 and 51). as well as in a Decree on More Detailed Process of Organisation of Indirect Management for the Implementation of Union Financial Assistance Under the Instrument for Pre-accession Assistance IPA III and MoPs.
In cases of suspected irregularities as well as in cases of identified irregularities and suspected fraud, the coordination of information (collection of information and reporting of irregularities and suspected fraud) is carried out by irregularities officers appointed in IPA structure.
The process of determining the authenticity of information on suspected irregularity or fraud begins after receiving the information, and ends with a PACA document establishing the existence of irregularity or suspicion of fraud. Specifically, PACA is defined as the first written assessment by a competent authority, whether administrative or judicial, made on the basis of certain facts indicating that an irregularity has been committed, without prejudice to the possibility that the decision may subsequently be revised or withdrawn, as a result of developments during further administrative or judicial proceedings.
NAO is responsible for reporting each suspected fraud and other irregularities which have been the subject of a primary administrative or judicial finding without delay to the EC and must keep the latter informed of the progress of administrative and legal proceedings, in accordance with the Framework Agreement, at the same time constantly reporting to the AFCOS Office.
The reporting of irregularities is done by electronic means, using IMS established by the EC for this purpose.
In accordance with the Guidelines on reporting irregularities, it is prescribed that detection of irregularities and reaching a conclusion on the existence / non-existence of irregularities should be carried out within 30 working days from the day of the start of the determination procedure and only in special and duly justified cases, that deadline can be extended with the prior consent of the NAO.
However according to information from the IMS, it can be concluded that the majority of irregularities were reported after a longer period of time, with the largest number of reports in the category "over 6 months" (31 cases) and "3 to 6 months" (27 cases).
Time span between PACA and date of entering information to IMS:
	Reporting period
	Up to 1 month
	1-3 months
	3 to 6 months
	Over 6 months

	Total number of reported irregularities
	3
	16
	27
	31


Although the guidelines foresee a procedure for determining irregularities (30 working days from the start of the procedure), actual data indicate that a large number of irregularities remain unreported for a long period of time, which may indicate difficulties in detecting irregularities, administrative-bureaucratic obstacles, or a lack of resources and capacity for quick processing of suspected irregularities.
3.6.3. [bookmark: _Toc187935815]Fraud Investigation and Prosecution
In accordance with Article 51 (5f) of the Framework Agreement, suspected fraud means an irregularity giving rise to the initiation of administrative or judicial proceedings at national level in order to establish the presence of intentional behaviour. 
On the other side, in accordance with Article 51 (5e) of the Framework Agreement fraud means 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 Union or budgets managed by, or on behalf of, the European Union;
· 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.
In addition, Article 51 (5 g and h) of the Framework Agreement provides definition of Active and Passive Corruption.
Criminal acts are defined at the national level by Criminal Code.
In the event of suspicion of fraud the implementing agency (head of the body/authorized person) immediately upon learning of suspected fraud and with the consent of the NAO, sends an official letter as well as all relevant documentation to the Supreme State Prosecutor's Office.
The implementing agency that informed the Supreme State Prosecutor's Office about suspected fraud about the submitted application informs the AFCOS Office and, if necessary, other competent persons and/or bodies (e.g. NIPAK, head of the operational structure for cross-border cooperation programs, head of the management body for the Rural Development Program, unit for project implementation, Auditing Body).
The implementing agency that informed the Supreme State Prosecutor's Office about the suspicion of fraud continues to act administratively on the case within its jurisdiction.
Audit Authority submits documentation accompanied with audit findings directly to Supreme State Prosecutor's Office. IPARD Agency also have possibility to inform Supreme State Prosecutor's Office directly. 
Police Directorate performs pre-investigative activities - collects information, data, documents and evidences on the particular cases of suspected fraud and on bases of the evidence for a reasonable doubt of a criminal act, brings criminal charges to the Supreme State Prosecutor's Office. The competent prosecution office give directions for the further investigative procedure.
Cases on which the Supreme State Prosecutor's Office have been informed are recorded in IMS system as irregularity, up until the moment at which the prosecutors undertake formal actions of initiating criminal proceedings, in accordance with national legislation. After initiating criminal proceedings, the follow-up report is produced in the IMS system, where classification “Irregularity” is changed into “Suspicion of Fraud“.  After a final court verdict is reached, the qualification of the reported case can be changed into “Fraud“.
As it can be seen from the chapter 2.6.2. of this new NAFS during the period starting from 2018 only two (2) cases of suspected fraud were sent to the Supreme State Prosecutor's Office for further action, which is too little in order to analyse the effectiveness of investigation or prosecution processes. However, the analysis conducted within Twinning Light Project "Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of EU financial interests" has showed that there is no sufficient legal base for cooperation between bodies that are conducting criminal investigation with AFCOS Office and OLAF. In the result of this analysis it was recommended to establish a mechanism in the national legal acts for: 
· accompanying OLAF investigators during their on-the-spot checks;
· for dealing with situations when participants in IPA III funded activities resist an on-the-spot checks;
· for acquiring of the bank account information relevant for OLAF’s investigative activity.
It should be also mentioned that in June 2021 the European Public Prosecutor’s Office (EPPO) became operational. This is a decisive step in the defence of financial interests of the European Union, by introducing for the first time a structure for criminal prosecution at EU level. Prosecutions in serious cases of fraud against the EU budget will now increasingly be brought before national criminal courts by a European institution. In member states, participating in EPPO with prosecution of cases related to EU funds are now working European delegated prosecutors. It would be beneficial also in the Montenegro already now to assess the need to establish unit or nominate prosecutors for prosecution of cases related of EU funds. 
Concerning cooperation with EPPO Supreme State Prosecutor's Office of Montenegro (22 September 2022) has signed with EPPO Working Arrangements on Cooperation between the EPPO and Third Countries’ authorities.
The main challenges in current situation in criminal prosecution and supervision process are:
· Necessity for further aligning Criminal Code with PIF Directive;
· Necessity for strengthening the cooperation of the AFCOS Office with Supreme State Prosecutor's Office, the Agency for the prevention of corruption and Police Directorate and in that sense to amend relevant national legislation in order to oblige bodies that are conducting criminal investigation to cooperate with the AFCOS Office and OLAF.
It is important to emphasise that it is necessary to build capacities of Supreme State Prosecutor's Office, the Agency for the prevention of corruption and Police Directorate in the field of the protection of European Union funds in order to be more efficient in conducting criminal investigation in EU funded projects.
3.6.4. [bookmark: _Toc187935816]Recoveries and sanctions
· Recovery of funds 
As regards the obligation to repay the funds, any unused and improperly or illegally used funds must be returned to the EC, at the latest upon closure of the programme, and at the request of the EC at the earliest. The NAO office is responsible for the financial management of EU assistance funds, which also includes recording the amounts to be repaid to the EC.
Data on the amount of refunds can be obtained through a statistical review of irregularities reported through IMS. More precisely, it can be determined which amount of the irregularity was not paid to the user (the part of the irregularity that has no financial impact and does not need to be refunded), and which part was paid to the user, which is why it is necessary to refund it. Also, it should be emphasized that even for part of the irregularity that was paid out to beneficiaries from the EU part of the funds, the state of Montenegro is the one responsible for the execution of the refund, so accordingly this is a cost charged to the national budget.
This is clearly stated in the Irregularity Management Guidelines – “However, if the funds fail to be returned within the deadline set by the NAO, the amount of funds that the NAO must return to the Commission will be reimbursed from the state budget. Bodies of the Structure for reporting irregularities must be aware that any established irregularity or suspected fraud, discovered at any time during the implementation of the program, will lead to the withdrawal of funds by the EC, so in this sense it is very important to know and comply with the procedures on procedures that are part of the handbook of the Structure for Reporting Irregularities, and ensure that the end users are also familiar with and know how to apply the procedures and rules that are relevant to them, so that there is no return of funds."
The total amount of irregularities that were reported in the period starting from 2018 is €1,967,062.88, from which €1,152,427.50 was paid out to users, which represents the figure for which a refund needs to be made. At the beginning of 2024, €499,495.55 has been refunded, while the remaining amount to be collected from the users is €652,931.95, which means that the recovery rate is only 43%. In order to make recovery process more effective it would be necessary firstly to perform analysis of the reasons behind so low recovery rate and then based on the results of the analysis define further actions.
· Sanctions
Even in the pre-accession period, Montenegro within its national legislation, must ensure that any breach of EU law is punished, regardless of whether it will be conducted within an administrative, civil, misdemeanour, criminal or any other procedure. In this respect, it is necessary to take into account all weaknesses of national legislation in order to take appropriate measures in a timely manner, ensuring compliance with both national and EU regulations. 
The analysis of the harmonization of Montenegro's criminal legislation showed partial compliance with the PIF Directive.
4. [bookmark: _Toc187935817][bookmark: _Toc90370213]VISION, STRATEGIC AND OPERATIONAL OBJECTIVES 
Based on the analysis of the current state of play as well as putting emphasis on the importance of protecting EU financial resources and rebuilding public trust, which are crucial elements in combating fraud, this new NAFS has the following vision:
Vision
Montenegro free from fraud and corruption, where EU financial resources are protected, and public trust in institutions is restored.
Based on the challenges identified in the current state of play, this new NAFS has the following strategic objective:

Strategic objective
To reduce fraud and other irregularities affecting EU financial interests in Montenegro till 2028 by strengthening AFCOS system, coordinating role of AFCOS Office, cooperation between all stakeholders, preventive measures and maintaining irregularities detection capacity, thereby safeguarding EU and Montenegro taxpayers’ money and ensuring the efficient and effective use of EU resources
	Outcome indicator
	Initial value in 2024
	Target value in 2026
	Target value in 2028

	Irregularity detection rate (the ratio between amount of detected irregularities (both fraudulent and non-fraudulent) and the payments received by Montenegro from IPA funds)
	1.53%
	< 1.53%
	< 1.53%



Operational objectives, measures for their implementation as well as performance indicators are defined under following areas: 
AREA 1: Legal and institutional framework
AREA 2: Coordination and cooperation
AREA 3: Prevention of fraud and irregularities
AREA 4: Detection, treatment, reporting of irregularities and suspected fraud cases
AREA 5: Fraud investigation and prosecution
AREA 6: Recoveries and sanctions 
All the 6 areas cover the whole anti-fraud cycle (prevention, detection, investigations and prosecution, recovery and sanctions), around which all objectives and measures of this new NAFS are designed.
The stages of the anti-fraud cycle are not isolated but closely interlinked. 
Namely, the objectives are interlinked and implementation of measure of one area may also have impact to the objectives in the other areas. 
The progress made and achievement of the defined operational objectives will be measured through the performance indicators. They will be used for reporting on the implementation of this new NAFS and will help to assess the impact of the implementation of this new NAFS.
4.1. [bookmark: _Toc90370214][bookmark: _Toc187935818]AREA: Legal and institutional framework
According to the conducted analysis, the operational objective in this area is defined as follows: 
Operational objective 1: Improvement of legal framework in order to finalise establishment of fully functional AFCOS system 
	Outcome indicator
	Initial value in 2024
	Target value in 2026
	Target value in 2028

	AFCOS system is defined in Montenegro including main authorities, their responsibilities and methods of cooperation between them[footnoteRef:5]  [5:  Percentage is determined based on implemented activities from Operational objective 1 in the Action plan 2025-2026 and Action plan 2027-2028. Initial value of 30% is an assumption, as amendments to the Law on Budget and Fiscal Responsibility and Decision establishing the AFCOS Network are already adopted and are relevant to some extent.] 

	30%
	90%
	100%


The defined objective will be realised through the following measures:
· Measure 1.1: Adoption of amendments to the Law on Budget and Fiscal Responsibility
Description of the measure: As it is stated in the chapter 1.6 of this new NAFS within Article 76a of the Law on Budget and Fiscal Responsibility it is prescribed that Montenegro, as a beneficiary of EU funds ensures the indirect management of IPA funds and the protection of financial interests of the EU by establishing a system for the prevention of irregularities and fraud which coordinates legal, administrative, and operational activities, and cooperates directly with the OLAF. However, provisions of Article 76a of the Law on Budget and Fiscal Responsibility are unclear as to how and from which elements this system for the protection of financial interests of the EU should be formed.
Generally, the system of the protection of financial interests of the EU should be composed from the following three elements, accordingly new amendments to the Law on Budget and Fiscal Responsibility should be adopted in order to define these three elements:
1. IPA structures,
1. Network of authorities that are independent and outside of IPA structures:  Ministry of Justice, Ministry of Internal Affairs, Police Directorate, Revenue and Customs Administration, Supreme State Prosecutor's Office and Anti-Corruption Agency, and
1. AFCOS Office.
The amendments of the Law and Regulation will be drafted under the Twinning project: “Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU”.
Key holder: Ministry of Finance / AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 1.2: Adoption of secondary legal acts for the functioning of the system for the protection of financial interests of the EU in Montenegro
Description of the measure: In the past several years, significant efforts were made in order to establish institutional and legal framework for the protection of financial interests of the EU in Montenegro as it is described in the chapter 1.6 of this new NAFS. However, as it is stated in the chapter 2.1.1 of this new NAFS due to lack of political support and delays in adoption of amendments to the Law on Budget and Fiscal Responsibility the Regulation on the institutional framework for the functioning of the system for combating fraud and irregularities (AFCOS system) in Montenegro was not adopted. The beforementioned legal act should be adopted, thus strengthening the concept of “AFCOS system” consisting from 3 elements described in chapter 1.6 of this new NAFS.  The Regulation will be drafted under the Twinning project: “Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU”. 
Also as it is stated in the chapter 2.1.1 of this new NAFS Decision establishing the AFCOS Network was not adopted in the content that was drafted by the experts of the Twinning Light project "Strengthening the capacity of the AFCOS office". Consequently new Decision on establishing of Working Body for the implementation of the activities for the protection of financial interests of the EU in Montenegro should be drafted and adopted in order to ensure, among other things, the regular meeting between AFCOS Office and network of authorities that are independent and outside of IPA structures:  Ministry of Justice, Ministry of Internal Affairs, Police Directorate, Revenue and Customs Administration, Supreme State Prosecutor's Office and Anti-Corruption Agency. The Decision will be drafted under the Twinning project: “Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU”.
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 1.3: Improvement of Internal Manuals of Procedures for protection of financial interests of the EU
Description of the measure: As it is stated in the chapter 2.1.1 of this new NAFS the internal procedures for the operation of AFCOS Office were elaborated during the previous NAFS period. However, following the adoption of new legal documents in Measures 1 and 2 above Internal Manual of Procedures of the AFCOS Office should be accordingly amended. 
Key holder: AFCOS Office
Partners: -
· Measure 1.4: Additional harmonization of the Criminal Code with PIF Directive
Description of the measure: The first phase of the alignments of the Criminal Code with the PIF Directive has been completed by the Ministry of Justice and the new Criminal Code with incorporated provisions that are insuring protection of financial interests of the EU following OLAF’s recommendations has been adopted. Further analysis of the legal acts and their aligning with the PIF Directive was carried out within Twinning project: “Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU” and recommendations for additional improvements and harmonization were provided. Harmonization of the Criminal Code with the PIF Directive has to be finalised in compliance with the recommendations from experts.
Key holder: Ministry of Justice
Partners: AFCOS Office
· Measure 1.5: Implementation of legal basis for the functioning of the system for the protection of financial interests of the EU in Montenegro
Description of the measure: After development, update and adoption of all the legal basis documents and internal manuals mentioned in the Measures 1.1 – 1.4 it will be necessary to carry out assessment of implementation of these legal acts in order to decide on further improvements, if necessary. Activities for implementation of this measure will be planned within Action plan for 2027-2028 period.
Key holder: AFCOS Office, Ministry of Justice
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
4.2. [bookmark: _Toc90370217][bookmark: _Toc187935819]AREA: Coordination and cooperation
According to the conducted analysis, the operational objective in this area is defined as follows:
Operational objective 2: Strengthening the coordination role of AFCOS Office and enhancing cooperation between institutions involved in the protection of financial interests of the EU
	Outcome indicator
	Initial value in 2024
	Target value in 2026
	Target value in 2028

	Index on satisfaction about cooperation between institutions involved in the protection of financial interests of the EU[footnoteRef:6]  [6:  Based on the self-assessment of institution within the Survey carried out annually by the AFCOS Office] 

	-
	At least 7.5 points on a 10-point scale
	At least 7.5 points on a 10-point scale

	Attendance rate of AFCOS Network meetings / meetings of Working Body for the implementation of the activities for the protection of financial interests of the EU in Montenegro[footnoteRef:7] [7:  The ratio between count of participants attending the meeting and count of invitations to participate in the meeting sent] 

	30%[footnoteRef:8] [8:  Calculated based on the attendance of AFCOS Network meeting held 05.11.2024.] 

	70%
	90%

	Number of meetings initiated by other institutions from the IPA structures or network of authorities that are independent and outside of IPA structures
	0
	3
	6


The defined objective will be realised through the following measures:
· Measure 2.1: Regular AFCOS Network meetings to exchange the information among the institutions involved in the protection of financial interests of the EU
Description of the measure: One of the essential elements for the effective protection of financial interests of the EU is the good coordination, communication, cooperation and exchange of information. As it is defined in the chapter 1.6 of this new strategy the AFCOS Office shall ensures effective cooperation between all  players/stakeholders in the protection of financial interests of the EU. The most effective way for improving cooperation among the institutions involved in the protection of financial interests of the EU is regular organisation of the AFCOS Network meetings / meetings of Working Body for the implementation of the activities for the protection of financial interests of the EU in Montenegro. Such meetings would ensure:
· a regular and timely flow of relevant information in the area of managing irregularities and suspected fraud;
· exchange of expertise and best practices;
· harmonization of internal procedures and preventive measures established in each institution;
· exchange information on planned trainings, etc.
Thus it is essential to ensure quarterly AFCOS Network meeting during the whole implementation period of this new NAFS.
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 2.2: Further signing of Cooperation protocols between AFCOS Office and competent institutions that are participating in the protection of financial interests of the EU
Description of the measure: As it is stated in chapter 2.1.1 of this new NAFS partial signing of cooperation protocols has been achieved during previous NAFS period – with Audit Authority and Ministry of Interior. In order to strengthen cooperation with other institution it is foreseen to continue this practice and sign previously intended cooperation protocols with the Police Directorate and State Prosecutor's Office.
Key holder: AFCOS Office
Partners: Police Directorate and State Prosecutor's Office
· Measure 2.3: Organizing annual exchange of experience event 
Description of the measure: In order to enhance cooperation between AFCOS office and all the institutions from IPA structures and network of authorities that are independent and outside of IPA structures it is necessary to organise exchange of experience event annually. It can be trainings, job shadowing, seminar or study visit to the Member State. 
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 2.4: Development of online documentation platform for more efficient exchange of information 
Description of the measure: Usually AFCOS Office has to exchange a lot of information with the institutions from IPA structures and network of authorities that are independent and outside of IPA structures, e.g. about OLAF guidelines and reports, fraud risk assessment, etc. In order to make this process more efficient this exchange of information can be done using online documentation platform (e.g. MS SharePoint). 
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 2.5. Organizing trainings with participation of experts from OLAF
Description of the measure: IPA structures and network of authorities that are independent and outside of IPA structures still do not fully understand their responsibilities and roles within the AFCOS system. It is necessary to organize trainings or seminar with the participation of experts from OLAF in order to make responsibilities and roles within the AFCOS system clearer to the representatives of all institutions.
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
4.3. [bookmark: _Toc90370220][bookmark: _Toc187935820][bookmark: _GoBack] AREA: Prevention of fraud and irregularities
According to the conducted analysis, the operational objective in this area is defined as follows:
Operational objective 3: Further strengthening fraud prevention by appropriate fraud risk assessment and putting into place effective and proportionate anti-fraud measures, including maintaining training system and raising awareness  
	Outcome indicator
	Initial value in 2024
	Target value in 2026
	Target value in 2028

	Effective and proportionate anti-fraud measures implemented
	70%[footnoteRef:9] [9:  Overall implementation rate of the Strategy 2019-2022 ] 

	100% of activities from the NAFS Action plan 2025-2026 are implemented within deadline
	100% of activities from the NAFS Action plan 2027-2028 are implemented within deadline

	Number of trained employees from the authorities working within the protection of financial interests of the EU
	55[footnoteRef:10] [10:  During the identification of training needs for the annual planning of training programs for 2022, fifty-five (55) officials expressed interest in attending the training program “Protection of the financial interests of the EU through the prevention of irregularities and fraud in the context of pre-accession aid”] 

	55 (in 2025-2026) fairly spread by men and women
	55 (in 2027-2028) fairly spread by men and women


The defined objective will be realised through the following measures:
· Measure 3.1: Maintaining sustainable training system for the institutions involved in the protection of financial interests of the EU
Description of the measure: According to the chapter 2.1.1 of this new NAFS ex-post evaluation concluded that a more systemic approach was adopted in identifying training needs and designing training programs. Within Twinning Light project “Strengthening the capacity of the AFCOS office” initiated by AFCOS Office, training needs analysis was conducted and training programme for 2019-2021 developed. On the other hand, according to the chapter 2.6.1 of this new NAFS in the fraud risk assessment it was concluded that there is a need to elaborate new training needs analysis, training programme and training plan. Trainings need analysis should be repeated every two years at the level of the authorities that are participating in the protection of financial interests of the EU in order to assess the existing capacities of officials, as well as to identify weaknesses that need to be addressed. Afterwords harmonization of training programs in accordance with the results of the conducted analysis of training needs shall be performed, as well as training plan for the period of two years shall be developed eliminating weaknesses identified in the trainings need analysis.  
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 3.2: Maintaining fraud risk management system operational  
Description of the measure: According to the chapter 2.1.1 and 2.6.1 of this new NAFS risk management methodology in irregularities and fraud was developed during previous NAFS period and AFCOS Office carried out Fraud risk analysis with statistical analysis of cases of irregularities, in the context of implementing projects financed from IPA funds and submitted it results to the Government of Montenegro. However, it is necessary to continue to carry out a fraud risk assessment at least once per two years in order to be able to properly react to any changes in the fraud risk landscape. 
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures 
· Measure 3.3: Assuring sufficient publicity and transparency regarding the EU funds and raising the awareness regarding the importance of the process for protection of the EU and national financial interests
Description of the measure: As it is stated in the chapter 2.1.2 of this new NAFS one of the main recommendations developed during ex-post evaluation for the previous NAFS was to include in the new NAFS a comprehensive communication strategy and campaign both within the public administration and regarding the general public’s awareness of fraud. Communication is an important part in the process of irregularities and frauds prevention within the procedures for management and use of EU funds. Within  Twinning project “Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU” a Communication Strategy will be developed to raise awareness of employees and citizens on the protection of financial interests of the EU, and which will contain procedures for communication between the authorities that are participating in the protection of financial interests of the EU and the public in cases of detected irregularities and suspicions of fraud in the context of the management and use of IPA funds. Furthermore, with the aim of raising awareness of the general public about the importance of proper use of EU funds and improving the reputation and trust of the public towards the institutions and authorities responsible for the effective use of EU funds, a public event will be organized and promotional activities will be conducted in order to raise public awareness on the fight against fraud - preparation of video and information materials (leaflets, brochures, notebooks and other promotional materials).
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 3.4: Staying up to-date with the development of anti-fraud measures and exchanging best practices 
Description of the measure: In order to ensure effective and efficient anti-fraud system for protection of financial interests of the EU, it is necessary to be in line with the latest developments in the field. For this purpose, regular participation on the annual conferences organised by OLAF is necessary. Additionally it is important to share experience with the authorities who is implementing IPA projects. As it is shown in chapter 2.6.2 of this new NAFS out of a total of 77 determined irregularities, only 1 irregularity was determined on the basis of a suspicion reported by the Project Implementation Unit, which indicates the need for additional awareness raising of the importance of reporting irregularities and on different types of fraud and irregularities. 
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 3.5: Including AFCOS Office in the Monitoring Committee as a non-voting member
Description of the measure: As it is stated in the chapter 2.1.2 of this new NAFS the formal participation of the AFCOS Office in the annual meetings of the Monitoring Committee for the IPA III would enhance visibility of the AFCOS Office as the main national anti-fraud coordinator and contact point to OLAF in the field of the protection of the financial interests of the EU. It would also promote a common understanding of the importance of drafting this new NAFS.
Key holder: Directorate for the management of EU pre-accession support funds
Partners: IPA structures
4.4. [bookmark: _Toc90370223][bookmark: _Toc187935821]AREA: Detection and reporting of irregularities and suspected fraud cases
According to the conducted analysis, the operational objective in this area is defined as follows:
Operational objective 4: Maintaining irregularities detection capacity simultaneously improving quality of irregularity reporting and enhancing recognition of red flags and signs of fraud 
	Outcome indicator
	Initial value in 2024
	Target value in 2026
	Target value in 2028

	Percentage of irregularities reported in IMS within set deadline (within 30 days from the PACA date)
	4%
	50%
	90%

	Percentage of irregularities reported as suspicion of fraud (on average annually) 
	5%[footnoteRef:11] [11:  Starting from 2018 out of the total number of reported irregularities cases (77), only four (4) cases were reported as suspected fraud (5% of the irregularities were reported as fraudulent)] 

	6%
	8%

	Number of returned reports of irregularities by the AFCOS Office to the Implementing Agencies for refinement
	60
	40
	20


The defined objective will be realised through of the following measures:
· Measure 4.1: Improvement of guidelines on management of irregularities
Description of the measure: As it is stated in the chapter 2.1.1 of this new NAFS guidelines on irregularities were developed, as well as the update of the Manual of Procedures on Irregularity Reporting was carried out during the previous NAFS period. However, following the adoption of new legal documents in Measures 1.1 and 1.2 above these guidelines will need to be reviewed and adjusted accordingly. The guidelines on irregularities will be reviewed under Twinning project: “Further enhancing the functioning of Montenegrin AFCOS system with the aim of efficient protection of financial interests of the EU” and recommendations will be provided. It will be also necessary to incorporate amendments carried out in guidelines on irregularities into the "Irregularities" section of the Manual of Procedures  on Irregularity Reporting Structures.
Key holder: AFCOS Office
Partners: Bodies for Reporting Irregularities 
· Measure 4.2: Improving quality of irregularity data input into the irregularity registers
Description of the measure: As it is indicated in the chapter 2.2 of this new NAFS that the Fraud risk analysis revealed risk of non-detection and improper classification of irregularities, thus it is necessary to improve quality of irregularity data input into the irregularity registers with view of improving reliability of irregularity reporting, especially related to types of irregularities, ways of detection and financial statistics. Questionnaire will be disseminated to Implementing Agencies for self-assessment of the reasons of delays and timing of the reporting through IMS. When replies to the questionnaire will be analysed, the activities for improving quality of reports will be planned within the Action plan 2027-2028.
Key holder: AFCOS Office
Partners: IPA structures 
· Measure 4.3: Improving recognition of red flags and signs of fraud 
Description of the measure: It was found that during the period starting from 2018 out of the total number of reported irregularities cases (77), only four (4) cases were reported as suspected fraud (5% of the irregularities were reported as fraudulent), whereas on average between all the countries receiving pre-accession funds about 8% of the irregularities were reported as fraudulent. Although AFCOS Office has already introduced 4 different guidelines covering fraud indicators, but there is a necessity to introduce comprehensive guide on most common types of fraud schemes and disseminate it to all the IPA structures for use. 
Key holder: AFCOS Office
Partners: IPA structures and network of authorities that are independent and outside of IPA structures
· Measure 4.4: Improving management and control system for implementation of IPA funds
Description of the measure: As it is stated in the chapter 2.2 of this new NAFS a few gaps within management and control system were identified, including:
· Inadequate verification of double funding of EU projects, due to the lack of a single base of EU projects.
· Checking the connection of persons in terms of conflict of interest, when it comes to the implementation of on-site controls, is not adequate and may lead to the acceptance of unjustified costs and other irregularities.
In order to overcome these gaps the following activities will be included in the NAFS Action plan:
· Creation of a unique electronic database of projects financed from EU support and enabling access to it for IPA structure officials working on checking double funding. Introducing in Manual of Procedures the obligation of IPA structure officers to perform this type of control.
· Prescribing the procedure of communication between IPA structures for checking the connection of the persons who carry out on-site control with the persons who are the subject of control, before the official issuance of the authorized form for conducting the control. Introducing into the procedures Independence Statements that the persons who carry out the controls and the persons whose work is the subject of the control are not connected.
Key holder: Directorate for the management of EU pre-accession support funds
Partners: AFCOS Office, IPA Structures and network of authorities that are independent and outside of IPA structures
4.5. [bookmark: _Toc90370226][bookmark: _Toc187935822]AREA: Fraud Investigation and Prosecution
According to the conducted analysis, the operational objective in this area is defined as follows:
Operational objective 5: Improving cooperation between investigative bodies and AFCOS, OLAF
	Outcome indicator
	Initial value in 2024
	Target value in 2026
	Target value in 2028

	All OLAF requests are properly processed and completed
	100%[footnoteRef:12] [12:  Two OLAF on-the-spot visits were ensured] 

	100%
	100%


The defined objective will be realised through of the following measures:
· Measure 5.1: Enhancing cooperation by clearly defining in national legal acts mechanisms and responsibilities for cooperation with OLAF and AFCOS Office
Description of the measure: It is necessary to establish mechanisms and responsibilities in the national legal acts for: 
· cooperation with OLAF and AFCOS Office, including accompanying OLAF investigators during their on-the-spot checks;
· for dealing with situations when participants in IPA III funded activities resist on-the-spot checks;
· for acquiring of the bank account information relevant for OLAF’s investigative activity.
Institutions from the network of authorities that are independent and outside of IPA structures should assess and include beforementioned responsibilities into their special legal acts.  
Key holder: Revenue and Customs Administration, Ministry of Interior, Police Administration
Partners: -
4.6. [bookmark: _Toc90370229][bookmark: _Toc187935823]AREA: Recoveries and sanctions 
According to the conducted analysis, the operational objective in this area is defined as follows:
Operational objective 6: Enhancing the capacity to ensure effective and efficient recoveries
	Outcome indicator
	Initial value in 2024
	Target value in 2026
	Target value in 2028

	Irregularity Recovery Rate 
	43%
	60% 
	75% 


The defined objective will be realised through of the following measures:
· Measure 6.1: Analysis on the reasons of low recovery rate and following actions 
Description of the measure: Irregularity recovery rate is only 43%. In order to make recovery process more effective it would be necessary firstly to perform analysis of the reasons behind so low recovery rate and then based on the results of the analysis define further actions.
Key holder: Directorate for the management of EU pre-accession support funds
Partners: - 
5. [bookmark: _Toc187935824][bookmark: _Toc90370232]ACTION PLAN FOR IMPLEMENTATION OF THE STRATEGY 
The AFCOS Office is responsible for coordinating the implementation of this new NAFS. The Implementation Instrument is an Action Plan, annexed to this Strategy, with detailed operational objectives, activities, deadlines and responsible bodies for implementing the activities and achieving the objectives. The Action Plan is based on identified priority areas and the correlated operational objectives.
The Action Plan is an integral part of this new NAFS and is adopted together with it. The duration of the Action Plan is set within a framework of two years. 
Action plans, which will be prepared consecutively during the validity of this new NAFS, will be prepared and adopted together with the implementation report for the previous year or after the adoption of the report, in order for the new action plan to be based on the results of the previous one and to respect the principle of continuity.
6. [bookmark: _Toc90370233][bookmark: _Toc187935825]MONITORING AND EVALUATION OF THE IMPLEMENTATION OF THE STRATEGY
The AFCOS Office is responsible for monitoring and evaluation of the implementation of this new NAFS. 
In terms of monitoring dynamics, the AFCOS Office will, as appropriate, hold quarterly consultative meetings and, if necessary, organize additional thematic meetings, as well as an annual and final report on the implementation of the Strategy.

In the context of monitoring the implementation of the Strategy, the bodies of the AFCOS system responsible for the implementation of certain activities in the Action Plan will also submit to the AFCOS Office the final annual reports on its implementation, and the submitted reports will be an integral part of the final annual reports of the AFCOS Office on the implementation of the Strategy.

In addition, the AFCOS Office will, within the scope of its work, maintain a continuous dialogue with the competent bodies of the AFCOS system, and with the needs of non-governmental organizations as well as with other interested public, in order to improve the process of implementation of the Strategy.

After the implementation of the Strategy is completed, its external evaluation will be carried out and its results will be an integral part of the final report on the implementation of the Strategy, which will be submitted to the Government of Montenegro.


 
1) Improving the functioning of the AFCOS system in Montenegro through the establishment of an adequate legal framework and inter-institutional cooperation of the bodies of the AFCOS system


2) Improvement of the work of the bodies of the Irregularity Reporting Structure in the area of irregularity management (prevention, detection, treatment and reporting of irregularities)


3) Strengthening the administrative capacity of AFCOS system



The sources of alerts in Montenegro (for period starting from 2018) 	
Other	Whistleblower tip​	Complaint	Suspicious behavior	Irregularity established by EU institutions 	Balance payments	Random check	Settlement of accounts	Verification sample	Verification of conditions for payments	Established suspicion	Medterm or final payment	Routine check	Administrative check	3	1	1	1	1	1	2	2	2	2	3	4	6	27	
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