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Abstract. Funds allocated in accordance with various instruments of the Lithuanian rural development programme to
businesses must help to achieve agriculture policy goals. During the implementation of financial support from the
European Union, beneficiaries commit infringements and, consequently, support that was given to them or a part thereof
may be withdrawn. Research results show that infringement research and the assessment of documents, which influences
the making of decisions on the payment of financial support, must not only be adequate, but also efficient in order to
protect public and private interests. Excessively long assessment of documents and investigation of suspected
infringements may cause damage to beneficiaries, particularly if the beneficiaries did not commit infringements. On the
other hand, inadequate and untimely assessment of documents may cause damage to the national budget and the
European Union budget when support that is paid to persons who have committed infringements is misused and the
objectives of granted support are not achieved. Therefore, adequate and efficient investigation of infringements is an
important part of implementing financial support from the European Union for rural development.
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Introduction

The common agricultural policy is one of the policy areas of the European Union (hereinafter — EU) aimed at increasing
efficiency of agricultural production, promoting technical advancement, ensuring reasonable development of
agricultural production, improving living conditions of farming population, stabilizing markets, guaranteeing sufficient
supply, and ensuring affordable prices for consumers. In addition to these specific aims of the agricultural policy, the
EU Parliament agreed to incorporate new goals into the common agricultural policy the achievement of which would
facilitate in addressing new challenges: ensuring decent quality of products, public health, sustainable development,
economic and social cohesion, environmental protection, tackling of climate change (Massot 2016). Upon the EU
accession of the Republic of Lithuania in May 2004, Lithuania, inter alia, committed to contribute to rural development
by creating the necessary legal conditions, to provide funding, ensure the implementation of financial support allocated
for that purpose, control the proper utilisation of funds of the European Union and national budget for this purpose,
take measures to avoid damage to the European Union and national budgets.

The EU policy covers different areas which were analysed in the doctrine of science from different aspects. For
instance, the EU integration and cohesion was explored by other scientists who have spoken on them in other sources
(e.g., Lobanova 2015; Melnikas 2012a, 2012b, 2012¢; Wiener, Diez 2009; Taran et al. 2010; Rakauskiené, Ivashinenko
2011; Potluka et al. 2010; Muiznieks et al. 2013; Van Well 2012; Panorama 2013; Exploratory Opinion of the
European Economic and Social Committee 2011). The issues of the EU financial support were also analysed from
different aspects by other scientists (e.g., Jakaitiené, Klyviené 2007; Damuliené 2012; PalSova et al. 2014; Carlier
et al. 2010). The issue of the impact of the EU financial support on rural development was also investigated in the
doctrine of science (BalezZentis, A., BaleZentis, T. 2010; Vaznonis, V., Vaznonis, B. 2011). Still, differently from other
sources, this article will deal with one of the aspects of the EU financial support for rural development — the problems
of the identification of infringements in the implementation of allocated support.
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Commons Attribution (CC BY 4.0) License, which permits unrestricted use, distribution, and reproduction in any medium,
provided the original author and source are credited.
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In implementing the EU financial support for rural development it is necessary to ensure its effective use and
application. Authorities administering the EU support, acting in compliance with certain rules (Rules for the
Administration of the Lithuanian Rural Development Programme 2007-2013, 2007 (hereinafter — the Administration
Rules 2007); the Rules for the Administration of the Lithuanian Rural Development Programme 2014-2020, 2014
(hereinafter — the Administration Rules 2014) receive and evaluate applications, the applications which meet the
eligibility criteria are accepted, support agreements are signed, payment claims are received and examined. Having
identified any infringements, support is refused. Projects implemented using the EU support funds are examined over
the period established by legal acts (5 or 7 years). The authority administering support having identified infringements
which have not been remedied by the beneficiary over the specified time limit must impose sanctions, i.e. recover a
part or all disbursed amount of support from recipients of support (mainly business entities). The proper and effective
identification of infringements are decisive for the entities’ finances and further operations as well as for the proper
use of the EU and national budget funds, i.e. the use of the funds according to their purpose, the achievement of the
goals of support, avoiding damage to the EU and national budgets. If infringements are identified improperly, damage
can be made both to the beneficiaries (business entities) and the State, as well as to the European Union budget.
Protracted investigation into alleged infringements can negatively affect further implementation of the projects of
beneficiaries (and business entities), when, for example, after delayed disbursement of funds beneficiaries have to
implement the project over the remaining short terms. On the other hand, in order to investigate the infringement, all
facts must be examined and evidence must be collected conducting on-site checks, etc. Therefore, the main problem
raised in the article is how to ensure the correct and effective identification of infringements which leads to
consequences in respect of both business entities and the State and the European Union budget.

Investigation purpose: to raise regulatory and practical problems of the identification of infringements related to
the financial support for rural development.

To achieve this purpose the following targets are set:

To disclose the concept of infringement in terms of financial support for rural development;
2. To raise the regulatory problems in the identification of infringements;
3. To identify certain practical problems in the identification of infringements.
To achieve the aim of the article, used the following approaches: systematic and logical analysis, generalization,
analysis of documents, qualitative content analysis, empirical data collection and systematisation.
Used sources: scientific articles, dissertations, national and EU legislation, empirical data of identified infrin-
gements.

[

Concept of infringement in terms of financial support for rural development

For the purpose of analysing the problems of identification of infringements, in the first instance, it is expedient to
disclose the concept of infringement in terms of financial support for rural development.

In the doctrine of science, the infringement, as a rule, is considered to be a guilty act which contradicts the law
and causes damage to the individuals’ rights and legitimate interests protected by law, legal arrangements in general,
and which is linked to the imposition of sanctions (Vaisvila 2004; Kelsen 2002). The scientists who investigated the
EU law and its implementation in the EU Member States (Thomson ef al. 2007) consider that an infringement exists
when requirements of the EU legislation (e.g., directives) are not complied with. In the positive law, the infringement
in terms of financial support for rural development is any infringement of a provision of Community law resulting
from an act or omission by an economic operator which has, or would have, the effect of prejudicing the general budget
of the Communities either by reducing or losing revenue accruing from own resources collected directly on behalf of
the Communities, or by charging an unjustified item of expenditure to the Community budget (Commission Regulation
(EC) No 1848/2006 of 14 December 2006). The national positive law defines the infringement of provisions of legal
acts (hereinafter also — infringement) as an act or omission by an applicant or a beneficiary disregarding provisions of
legal acts of the European Union and/or Lithuanian which has, or would have, the effect of prejudicing the general
budget of the Communities and/or the State Budget of the Republic of Lithuania (the Administration Rules 2007; the
Administration Rules 2014). Such definition of the infringement is logical and corresponds to the general concept of
infringement. Still, the question arises about the relationship between the identification of the infringement and time
limits? As a rule, sanctions are imposed for the infringement, but is it always possible to impose sanctions for the
infringement? Therefore, in disclosing the concept of the infringement related to the proper and effective use of support
for rural development it is expedient to analyse the relationship between the infringement for which a sanction is
imposed and the time limits.

As already mentioned, the infringement is linked to sanctions as a means of rectifying the inflicted damage. When
allocating and implementing the EU financial support for rural development the control period for support projects is
set during which it is examined how the project is being implemented, whether there are any deviations from the
project, whether its purpose has not been changed and investments acquired for the support funds have not been
transferred. The period of five or seven years is set from the day of signing the support agreement or adoption of the
decision on the granting of support during which it is examined how the beneficiary fulfils the obligations provided
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for in the project and/or support agreement (the Administration Rules 2007). An essentially similar provision is
established in the rules for the new period (the Administration Rules 2014). Thus, sanctions for committed
infringements related to the allocation of financial support for rural development are applied only for a certain period,
i.e. 5 or 7 years (in the new period, the term of 5 years from the last payment of support is established). The entity
carrying out supervision during the project control period, i.e. the National Paying Agency under the Ministry of
Agriculture (hereinafter — NPA) can and must carry out the project supervision and impose sanctions in the case of
infringements. During the project control period defined by legal acts the beneficiary must fulfil the obligations
assumed under the support agreement, implement the project properly and submit reports and information to the entity
administering support only over a certain period, i.e. 5 or 7 years. This means that a certain act or omission may be
regarded as an infringement only when it occurs during the project control period.

Legal acts stipulate that after expiry of the supervision period, the beneficiary must submit a final report. The
question arises — can the project be examined and sanctions imposed during a certain period when the project control
period has already expired? Legal acts establish the obligation for a beneficiary to submit to the NPA the annual report
on the completed project within 4 months of the end of each calendar year (the Administration Rules 2007: 187; the
Administration Rules 2014: 170.2). The report shall also be submitted for the last year of implementation of the project,
i.e. for the last year of the project control period when the project had to be properly implemented. Furthermore, legal
acts allow evaluating the annual report on the completed project in accordance with the procedure established by the
NPA until 31 October of the current year (the Administration Rules 2007: 188; the Administration Rules 2014: 169).
If at the end of the control period the project is not examined, infringements might occur during the last year. The
failure to identify the infringements and to impose sanctions for them could lead to ineffective consumption of support
funds and damage to the EU and/or national budget. The non-examination of the report and non-imposition of sanctions
for activities funded with support funds carried out during the last year would not ensure the effective and proper use
of support funds. Therefore, even after expiry of the project control period, the proper implementation of the project
should be examined for the last year until 31 October of the current year and upon identification of any infringements —
sanctions should be imposed.

Therefore, the infringement in terms of financial support for rural development can be defined as an act or
omission by an applicant or a beneficiary disregarding provisions of legal acts of the European Union and/or Lithuania
which has, or would have, the effect of prejudicing the general budget of the Communities and/or the State Budget of
the Republic of Lithuania, for which sanctions are imposed if the infringement is committed during the project control
period.

Relevance of the proper and effective identification of infringements

The significance and relevance of identification of infringements is also reflected by the fact that the EU and national
budget funds to beneficiaries (business entities, farmers) for rural development are approved and paid each year under
different measures of the Lithuanian Rural Development Programme (e.g., support for cooperation of small economic
entities; support for promotion of short supply chains and local markets at local level; compensatory payments per
hectare of agricultural land in other areas facing natural constraints). The table below shows the amounts of allocated
and paid out funds.

Table 1. Data on funds approved and paid out for the implementation of the Lithuanian Rural Development
Programme 2014-2020 (Source: The Table was drawn up by the author summarising the data provided by the NPA
(statistics of the implementation of the Lithuanian Rural Development Programme for 2014-2020)

Year 2014 2015 2016
Approved applications, 72 107 106 754 63 416
signed agreements
Approved amount of support, EUR 115457 672 474 407 272 250 688 738
Paid amount of support, EUR 893 639 112 818 656 118 534 324

The data presented in the table show that the allocated and approved amounts of support usually are larger than
paid amounts. Upon allocation of funds according to investment measures, the amount of support is paid when it is
established that investments were made properly (e.g., the proper machinery was acquired, buildings for the
implementation of the project activities were constructed in a proper and timely manner, etc.) and within the established
time limits. Due to that it is important to properly and effectively assess the submitted payment claims (to decide
according to the submitted payment claims whether investments were implemented), determine whether any
infringements were committed due to which the support should not be paid out. Only having ascertained that there are
no infringements, the amount of support can be paid out to the beneficiary. Having identified any infringements, the
amount of support or its part is not paid out. Sanctions — recovery of all or part of the amount of support — can also be
applied for infringements identified when carrying out the project supervision during the project control period. The

225



Averkiené, D. 2017. European Union financial support for rural development: infringements identification problems in Lithuania

earlier the infringements are identified, the more effective application of sanctions and the avoidance of damage to the
EU and/or national budgets can be. Due to these circumstances the proper and effective (timely) identification of the
infringement is significant for the proper implementation of the EU financial support and achievement of goals of the
financial support for rural development.

Upon submission of data on payment of support funds for rural development it is expedient to provide the data
on the quantity of identified infringements, the amounts to be recovered or not allocated due to identified infringements.
To that end, using the empirical study the analysis of infringements received and investigated by the Ministry of
Agriculture of the Republic of Lithuania in 2015 and 2016 in the case of which the amount of sanction exceeds EUR
28 962.00 was carried out. Given that the infringements for which the proposed amount of sanction is smaller than
EUR 28 962.00 are investigated by the NPA, the total quantity of infringements investigated in Lithuania as well as
the total amount of sanctions is larger. Infringements are investigated in observance of paragraph 10 of the Rules for
the Administration of Violations of Legislative Provisions, 2010. According to the amendment to the aforementioned
Rules which entered into force on 15 December 2016, infringements will be investigated by the Ministry of Agriculture
when the amount of proposed sanction is larger than EUR 50 000 (Amendment to Order No 3D-80 of the Minister of
Agriculture of 5 February 2010, 2016).

Table 2. Types and quantity of investigated infringements and amounts of imposed sanctions
(Source: The Table was drawn up by the author having analysed the data of examined infringements)

Year 2015 2016
Types of infringements Quantity of Total amount Quantity of Total amount
Infringements of sanction, Infringements of sanction,
(units) EUR (units) EUR

Infringements of public procurement 8 590 527.21 1 70 000
Creation of artificial conditions for obtaining support 5 2072227.5 10 1 288 978.06
Non-performance of activities 37 11 569 459.98 20 4 646 503.83
Increased prices 19 1214 706.7 - -
Other infringements (not achieved indicators, not 30 3112442.29 5 310452.11
unimplemented projects, not obtained permits, etc.)

The data presented in the table above reflect sanctions proposed for committed infringements, i.e. seeking to recover
paid out, but incorrectly used funds or their part. Sanctions are also imposed, i.e. support or its part is not paid out
when conditions for receiving support are not met, and e.g., payment claims are not submitted, equipment is purchased
at higher prices, etc. Infringements are investigated in order to ensure the proper consumption of financial support.
This shows that the identification of infringements is a relevant and important process of administration and control of
the EU financial support for rural development during which violations of legal acts are disclosed, sanctions are
imposed (recovery of support or its part) aimed at ensuring proper implementation of funds of the EU and national
budgets so as to avoid damage to the EU and national budgets. Having regard to the significance of identification
infringements, it is expedient to name certain regulatory and practical problems in the identification of infringements.

Regulatory problems of the identification of infringements

Legal regulation necessary for ensuring the proper and effective identification of infringements must create legal
preconditions for guaranteeing the identification of infringements and imposition of sanctions for them so as to avoid
damage to the EU and national budgets without violating the rights of beneficiaries. Due to the limited scope of the
article, several problems of legal regulation will be discussed.

One of more complicated infringements in both the identification and financial terms (when the aim is to obtain
by several times larger support than that to which the recipients of support could be eligible under normal conditions)
is the creation of artificial conditions for obtaining support. Despite the complexity of this infringement and damage
caused by it, until November 2014, there was no legal regulation in Lithuania defining the criteria on the basis of which
the creation of artificial conditions could be identified. The Methodology for Identifying Possibly Unlawful Conditions
Required for Obtaining Support was approved only by Order No 3D-889 of the Minister of Agriculture of 27 November
2014; it applies to the administration of support under the measures of the Lithuania Rural Development Programme
for 2014-2020. On 24 March 2015, the Methodology for Identifying Artificially Created Conditions to Obtain Support
during 2007-2013 Programming Period was approved. Both legal acts (the aforementioned Methodologies) establish
criteria on the basis of which it can be recognised that artificial conditions have been created to obtain support. Prior
to the approval of these Methodologies the possible creation of artificial conditions was investigated in observance of
Commission Regulation (EU) No 65/2011 of 27 January 2011, Article 4(8) of which contains the abstract provision
that the sanction of recovery of support shall apply for the artificially created conditions. Also, the Judgement of the
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European Court of Justice of 12 September 2013 in Case No C-434/12 explaining the objective and subjective criteria
for the creation of artificial conditions was invoked. The investigation of infringements involves the problem of
determining the objective criterion on the basis of which the beneficiary’s fault and aim to obtain larger support must
be disclosed. Still, given the existing obvious aspects (the date of incorporation of beneficiaries, the same shareholders,
management, project implementation site, the same activities, mutual transactions, and the same suppliers) it was
established that artificial conditions required to obtain support have been created. The Court recognised that the
imposition of the sanction — the recovery of support was properly and reasonably imposed on beneficiaries (Vilnius
Regional Administrative Court’s Judgement of 3 June 2016; Klaipéda Regional Administrative Court’s Judgement of
19 September 2016). Often, when assessing other infringements in the case of which the creation or artificial conditions
for obtaining support is suspected, there is a lack of evidence for establishing the subjective and objective criteria.
Given that the methodology establishing stricter sanctions was approved only on 24 March 2015, it cannot be applied
to infringements committed when implementing the measures of the Rural Development Programme for 2007-2013.
Under such circumstances it is likely that the gaps in the national legal regulation could have affected the identification
of infringements regarding the creation of artificial conditions for obtaining support.

On the other hand, it should be mentioned that the Methodologies approved on 27 November 2014 and 24 March
2015 establish particularly detailed criteria. For the identification of the infringement and recovery of support it is
enough when three criteria (of two companies) correspond. These criteria include: the same suppliers of companies
(sometimes for acquiring exceptional equipment there may be only one supplier in Lithuania), not only the same
shareholders of legal persons, but also the same director, the territory of activities, the incorporation date of companies,
etc. No exceptions apply with respect to the incorporation date of companies, although under certain measures support
is granted exclusively to the newly established companies. The question is whether the rights of beneficiaries will not
be violated due to such legal regulation. The support must be recovered when only three common criteria are identified.
It is doubtful whether in such cases damage will not be made to beneficiaries and the recovery of support will not be
required from the State. Yet, no case law in this area has been found; however, it is obvious that certain provisions of
the Methodology might not work and might limit the right of potential beneficiaries to receive support, and,
accordingly, it should be revised.

Gaps in the national regulation can also be found in other legal acts. For instance, subitem 10.4.3.3 of the
Implementation Rules (the Implementation Rules approved by Order No 3D-15 of the Minister of Agriculture of the
Republic of Lithuania of 6 April 2007) stipulates that the maximum amount of the annual payment to the holding’s owner
is LTL 150 000. A farm cannot be divided in order to avoid restrictions on aid (LTL 150 000 per holding). The maximum
amount of the annual payment to the holding’s owner established under applicable provisions of subitem 24.2.1 of the
Implementation Rules (updated version of 26 February 2016) is EUR 115 848. Therefore, the Implementation Rules
also prohibit dividing agricultural holdings in order to receive larger amounts of support. There have been situations
in the case law when beneficiaries did not divide their farms (holdings), but (the same entities) purchased new holdings
every year and this way received larger support. On one hand, in this case there is no violation of the Implementation
Rules because the holdings were not divided. On the other hand, support was received by the same entities benefiting
from the fact that the Implementation Rules did not prohibit acquiring new holdings. This also constitutes a regulatory
gap. The question arises whether to apply the provisions of Commission Regulation (EU) No 65/2011 of 27 January
2011 which require imposing sanctions for the creation of artificial conditions (although no infringements have been
identified during several years) or to act in observance of national legal acts. Given that the EU regulations are directly
applicable legal acts, in the event of absence of the national rules of law the provisions of the EU Regulation should
be applied. However, without detailed legal regulation and without defined criteria of the artificial conditions the
problems of identification and imposition of sanctions for creation of artificial conditions arise. In this regard, we ought
to agree with Sanders (2013), who maintains that a lack of coordinated legal regulation between Member States leaves
possibility or the interpretation of the rules of law and imposition of different sanctions on Member States for the same
infringements. It is, therefore, important not only to improve the national legal regulation, but also to have clearer and
more detailed statutory rules of the EU establishing the criteria of infringements according to which sanctions could
be imposed. The implementation of legal acts of the EU is a complex process and not all Member States achieve that
(Carlier et al. 2010). In supplementing the ideas of the latter scientists it might be worth considering closer cooperation
and sharing best practices between countries in order to ensure consistent implementation of the EU legislation.

Certain practical problems in the identification of infringements

The NPA is required to pay out support funds only after evaluating a payment claim and determining that there are no
infringements. If an infringement exists, its nature is assessed and the amount of support is reduced or completely
refused. In this regard the issues related to the duration of the evaluation of payment claims arise. Payment claims must
be evaluated within 20 working days (the Administration Rules 2007, 2014). The Table below contains the data of
2015 and 2016 confirming the duration of the evaluation of payment claims. The data provided for 2015 are related to
the evaluation of 30 cases and for 2016 — 20 cases, because of the reduced number of infringements.
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The data presented in the table show that the evaluation of payment claims when the infringement is suspected
lasts longer than 20 working days. Protracted evaluation and attempt to identify infringements negatively affects the
activities of beneficiaries (often business entities). In practice there are cases when beneficiaries are forced to suspend
the implementation of the project because of the lack of resources, accounts are seized and the risk of initiation of
bankruptcy proceedings arises. One of the cases which can be mentioned here is when the investigation of
infringements in order to find out whether artificial conditions for obtaining support have been created and whether
legal acts were violated, took longer than 7 months. During that time, the payment of the remaining amount of support
was suspended and due to that the accounts of one of the companies were seized (this is confirmed by the arrest
warrant). Having identified no infringements and having decided not to impose any sanctions, support was paid out.
However, the business entity had to wait for 7 months and this affected the entity’s activities. Other beneficiaries the
investigation of whose claims lasts too long are also exposed to unfavourable conditions in respect of their business.
On the other hand, the institution administering support must examine all circumstances, collect evidence (e.g.,
invoices, documentary proof of relationships of shareholders and directors, contracts with suppliers, etc.) in order to
objectively assess whether the infringement was committed. The amount of support should be paid out only when it is
established that there are no infringements. Otherwise the EU and national budgets can be prejudiced. This confirms
the significance of the proper and effective investigation and the identification of infringements and adoption of the
decision both for the beneficiaries (business entities) and the EU and the State.

Table 3. Duration of the evaluation of payment claims in months (in the case of evaluation carried out suspecting
the infringement in respect of which the proposed sanction is larger than EUR 28 962.00. Data expressed in percent)
(Source: the table was drawn up by the author)

Duration of evaluation 2015 2016
(NPA, before referring to the Ministry) (payment claims in % after (payment claims in %
evaluation of 30 cases) after evaluation of 20 cases)
Up to 1 month 0% 0%
From 1 to 3 months 13.3% 5%
From 3 to 6 months 26.7% 40%
Over 6 months 60% 55%

Another problem in the identification of infringements is related to the assessment of expert conclusions. National
legal acts regulating the administration of the EU support (the Administration Rules 2007: 5.10; the Administration
Rules 2014: 10.10) provide that if any suspicions arise regarding the application of higher prices for the construction
of a new construction works, reconstruction and overhaul, unreasonably high prices of purchased goods and services
or novelty of machinery/equipment — the expert examination of calculated prices or of the novelty and/or depreciation
of machinery/equipment shall be carried out. On the basis of the expert examination results, the final decision is
adopted regarding eligible expenditure by determining the amount and eligibility of support. By virtue of legislative
provision the NPA has the right to involve experts and to determine whether the works, services and goods for which
support is sought were carried out and purchased, whether they correspond to market prices, whether the prices are not
increased in order to obtain support.

In practice, when the NPA suspects that investments, for which support is sought, were acquired at higher prices,
the NPA involves experts in order to determine whether the price of investments corresponds to market prices. If it is
found that the price of investments does not correspond to market prices, the beneficiary is informed that the part of
support above market prices is not paid out. In that case, the beneficiary disagrees and produces conclusions of experts
hired by him. The conclusions issued by the beneficiaries’ experts completely differ from those of the NPA’s experts
(this is reflected in the Judgement of Vilnius Regional Administrative Court of 8 December 2016). The issue of the
proper (correct) and effective decision on the granting of support arises. Obtaining expert conclusions, firstly, those of
the NPA and then — of the beneficiary, takes time. On the other hand, when the conclusions are completely different,
it’s unclear which conclusion should be relied upon. Entities of public administration (the NPA, the Ministry) deliberate
the matter for several times. The NPA, as a rule, does not change its position and adopts decisions to refuse a part of
support on the basis of conclusions of its experts, and the dispute, therefore, reaches the court. The court adjudicating
the dispute has the right to assess the experts’ conclusions, the experts issuing them, the consistency of conclusions,
etc. Once experts are involved, the issue of granting, reduction or refusal of support in the entities administrating
support alone can take more than half a year. The Table below contains the data related to the duration of obtaining
experts’ conclusions, the evaluation and decision-making in the entities of public administration.
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Table 4. Duration of obtaining experts’ conclusions and of the investigation after their receipt
(Source: the table was drawn up by the author)

Year 2015 2016
Period of receiving expert conclusions ordered by institutions from 2 weeks to 4 months from 1.5 week to 5 months
Period investigation by institutions after receiving expert from 3 to 9 months from 3 to 7 months
conclusions

On one hand, conclusions of experts are needed in order to determine the correct amount of support and to avoid
damage to the EU and national budgets. On the other hand, a long-lasting process, in particular where the dispute is
resolved in favour of the beneficiary (business entity) can cause damage to the beneficiary (business entity). Prolonged
granting of support can lead to the halting of investments (e.g., equipment, machinery), activity and its development,
etc. The reason for that can be both unfair behaviour of beneficiaries (seeking to obtain without valid grounds a larger
amount of support) and lack of impartiality and professionalism on the part of experts. Still, when it is established that
the indicated price of investments is abnormally high, a part of support is refused. This means that the remaining part
of support is paid out, but its payment is delayed which can negatively affect business entities.

When identifying infringements the issues related to the evaluation of public procurement arise. Given the limited
scope of the study, only the issue pertaining to the change of the decision adopted by the entity of public administration
by which the public procurement is evaluated will be elaborated here.

In observance of legal acts, prior to disbursing support, the NPA also assesses whether the public procurement
was carried out in a proper manner (when public procurement was required). In some cases, after determining that
public procurement was carried out by the applicant in a proper manner, the NPA adopts a decision that there were no
infringements. Later, after a few years, the NPA notices that the same procurement was conducted in violation of legal
acts and, accordingly, decides to apply sanctions. In accordance with legal regulation (Article 3(11) and Article 36 of
Law of the Republic of Lithuania on Public Administration) and the case law (Ruling of 2 February 2005 and Decision
of 16 March 2012 of the Supreme Administrative Court of Lithuania), an entity of public administration cannot change
the decision already passed by it on a certain issue (the consistency, due care and trust in public authorities must be
maintained). On the other hand, the Constitutional Court of the Republic of Lithuania (Ruling of the Constitutional
Court of the Republic of Lithuania of 14 March 2006) has held that the principle of the rule of law implies that no one
can benefit from committed legal offence under the rule of law. Consequences of the violations of law may not be
legalised on any grounds and under any circumstances by decisions adopted later by any institutions or officials. A
situation occurs when an infringement is identified, but no sanction can be imposed. On the other hand, is the
sanctioning for committed infringements really impossible, since the absence of law, after all, cannot give rise to law?
However, if infringements were identified by first decision (which has not been done), the beneficiary could have
eliminated them and there would have been no threat of recovery of support. The question is about the likely
infringement of the beneficiary’s rights. The disbursed support is already used, investments already made and activities
are being carried out. So in such a case should the violation of established public procurement procedures committed
several years ago but unnoticed by the administrative entity entail the recovery of support? It must be regarded that
entities of public administration should assume responsibility for the failure to identify the infringement in a timely
manner when examining public procurement for the first time. In that case support would not be disbursed, the business
entity would have a possibility to rectify the mistakes or take different decisions regarding its activities. The recovery
of support after several years in many cases can lead to serious problems for the company (given large amounts of
recovered support, see Table 2). In this case, there is an obvious problem of timeliness and effectiveness of
identification of the infringement (this must be done in a timely manner, but not several years later). Accordingly,
support should be recovered only after establishing an offence which has lead to unjust enrichment, misappropriation
of funds, etc. The latter issue is only named in this article, but its disclosure and solutions could be a subject of a
separate study.

Conclusions

The EU financial support for rural development should help in achieving the objectives of the agricultural policy. To
that end funds under various measures of the Rural Development Programme for Lithuania are allocated to business
entities, farmers. Information on the granting and disbursement of funds and amounts of sanctions shows that the
identification of infringements is a relevant and important process of administration and control of the EU financial
support for rural development during which violations of legal acts are identified and sanctions are imposed (full or
partial recovery of support). This way the achievement of the proper implementation of the EU and national budget
funds is sought in order not to prejudice the EU and national budgets.

Regulatory gaps and inadequate restriction of access to or consumption of support can be detrimental to both the
EU and national budgets and the beneficiaries. Legal acts setting the criteria regarding the creation of artificial
conditions for obtaining support should be revised and amended, because certain criteria are not justified and not
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harmonised with other legal acts and, therefore, can unreasonably limit the possibilities of access to financial support
and the implementation of projects.

Evaluation of payment claims, obtaining and assessing conclusions of experts is necessary in order to ensure
proper use of support and can be of different duration depending on circumstances. Nevertheless, the assessment of
documents which predetermines the adoption of decisions on payment (refusal) of support, should be not only
appropriate, but also effective and timely, so as to ensure both public (EU, State) and private (business, other
beneficiaries) interests.
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