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Foreword

The purpose of the Annual Report is to shelether the Court of Audit is engaged
in the proper audit issues in the proper wé#ythe Court of Audit is engaged in the
proper audit issues, it effective If the Court of Audit is engaged in them propeity,
is efficient

Let us examine the audit issues which were engatiedgCourt of Audit last year.
Most of the available audit time was intended foe fimplementation of audit
responsibilities. The terraudit responsibilitiegdefines audits which are required by
legislation. The audit responsibilities can be didd into responsibilities which are
precisely definedy the Act and responsibilities which agenerally definedThose
audit responsibilities which are precisely defingdthe Act can be calledtrictly
mandatoryaudits These include: audits which were proposed bynbebers of the
Parliament or its working bodies; the audit of tegularity of the implementation of
the State budget; the audit of the regularity & Husiness operation of the public
public pension insurance institute; regularity audi the Slovene Development
Company; reviews of the annual reports of politipalrties and, after the State
elections, audits of reports prepared by the elaatampaign organisers.

The audits that are implemented by the Court of Aadd are defined by the Act in a
general way can be calleselective mandatory auditsThese include audits of

business operation of selected municipalities, taufi business operation of selected
public utilities and audits of business operatidnselected public non-commercial

services.

The data presented in this report (page 25) shioatsrt 2002 the Court of Audit used
76 per cent of the available audit time for the iempéntation of its audit
responsibilities: 32 per cent of the available atidie for the mandatory audits and 44
per cent of the available audit time for the selectudits.

For the rest of the audits, which can be catiptional auditsthe Court of Audit spent
24 per cent of the available audit time. Among tph&omal audits there were some
regularity audits and also all of the performancsditau It is necessary to stress that
privatisation audits are categorised as performancits. Privatisation audits should
not be overlooked while implementing the audit resailities.

Considering that in 2002 the Court of Audit allezht76 per cent of the available
audit time for the implementation of its audit respbitiies and considering the types
of mandatory, selective audits and optional audiickvwere undertaken, | am able to
say that the Court of Auditas engaged in the proper audit issues

Now let us examine whether the Court of Audit wagagyed in those issues properly.
Namely, whether the Court of Audit implemented its iesuéfficiently. One of the
basic performance indicators for the Court of Audithe number of audit reports
issued in a calendar yeamn 2002 the Court of Audit issued 47 audit reppthat is
final audit reports. In previous years the CourtAafdit issued more reports when
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there were fewer auditors and consequently there Mss available audit time.
Nevertheless the number of issued audit reports yleat does not indicate the
inefficiency of the Court of Audit, since the numbare not comparable. The reasons
for the difference are presented on pages 20 anaf #is report. To illustrate why
such a comparison is misleading we can take onkeokey audit areas - it relates to
the method used to audit the implementation of téeSudget. In other words, how
the Court of Audit undertook the largest audit gation in 2002.

The audit of the State budget can be carried outhén number of ways. When
considering the methods of auditing the State bydigete is a distinction between the
basic methodological dichotomies. One of them islémentation of the State budget
can be audited by:

= Undertaking many independent audits

or by

= Undertaking a single audit

In the first few years (1995, 1996, 1997, 1998)undertook many independent audits
of the State budget. In 1999 we used another metlibith was improved in 2000

and 2001 and was finalised last year. So that that®f Audit issued only one report

on the implementation of the State budget. In thevipus years, when many

independent audits were undertaken, the Court afitAiesued many audit reports.

Each audit report related to the implementation ofinalividual state budget item.

However the audit report on implementation of theeStaudget for 2001 is equivalent
to at least 17 audit reports on each state butkgatfrom previous years. On the other
hand that does not mean that the audit report oteimgntation of the State budget
for 2001 was of higher quality than the individaaldit reports from the early years of
the Court of Audit. Reporting on disclosed irregities, as well as the procedures for
disclosing irregularities, will have to be improved.

The changed method of auditing the State budgetesobthe key reasons, but not the
only reason, why the number of audit reports from2@)not comparable to the
number of audit reports from 2001, 2000 or 1998silimmarise, due to the important
methodological and other changes in the audit puresdof the Court of Audit and
due to specific circumstances (i.e. elections), rtheber of audit reports issued in
2002 cannot be directly compared to the number of agpbrts issued in the previous
years.

Although it would be possible to compare the numdfeaudit reports; the number of
the reports issued cannot suffice for an assessofetiie Court's efficiency. It is
necessary to introduce another performance indicale performance indicator which
can be used for comparison over the yeatbeisverage number of calendar days from
the commencement to the completion of an addie values of that indicator have
approximately the same meaning in the observedgytfarne measure the efficiency of
the Court of Audit with this indicator, it is cletirat the efficiency has improved. The
data presented on pages 21 and 22 suport the atatgment.

! single audit approach

D. H. Taylor and G. W. Glezen in their book withethitle Auditing: Integrated Concepts and
proceduregSlovene translation issued in 1996) explain thaté is theSingle Audit Actin the USA

The Internal Audit Service at the EC organised twoferences (Brussels 2001 and 2002) where the
single audit conceptas discussed.



The best performance indicators are indicators whicludethe number of auditor-
days spent for the implementation of an au@lite number of auditor-days spent for
some of the audits in 2002 is presented on pag# f4s report. The efficiency of the
Court of Audit measured by the number of auditor-dayant for the implementation
of audits is constantly increasing, but it has yett reached a satisfactory level. In
particular the number of auditor-days for the implatagon of standard regularity
audits is, in many cases, too high. In other wattis correlation between the numbgr
of material audit findings and the number of speuwiitat-days is too low.

In order to improve the efficiency of the Court afidi, it is necessary to:

= Introduce appropriate management of the audit depattme

= Support auditing with IT, such as TEAM MATE, orlaast PROSIT, which was
developed by the supreme audit institution of Ngrwa

= Improve the existing audit methods and audit skilts,be able to use risk
assessments when selecting and implementing audits.

The basic objective of the developmental initiate/éo improve audit methods. The key
developmental routes are defined by the new onedyeining Project The Court of
Audit registered the proposal at the European Coniomiss 2002 and the project
was launched. The Twinning Project is presentedeiail on page 50 of this report.
The project is being undertaken in co-operatiomwie NAO of the United Kingdom,
the Audit Commission of the United Kingdom, the NAOD¥nmark and the Spanish
Court of Audit.

The Court of Audit is not only engaged in institutal development but also in the
development of professional skills. Through trainitige Court of Audit wants to
achieve a higher level of professionalism in implermgnfudit responsibilities. In
2002 the Court of Audit developed a training progmze for the titlesState Auditor
and Certified State AuditorThe titles are defined by the Court of Audit AGhe
development of professional skills is presentedédtail on pages 53 and 54 of this
report.

If we look back after eight years of institutionilding, and the development of the

level of professionalisation of the Court of Audibh implementing audit

responsibilities, and compare the previous situatisith the present one, we can say

that:

= The Court of Audit is making progress, perhaps tlwaly, but it is making
progressnon progredi est regredi

= The present situation unfortunately does not réfecinstitution which is able to
respond efficiently to all demands from the socidtyerefore the Court of Audit
often encounters dissatisfaction due to expectafaps;

= The Court of Audit has developed co-operation vgittme of the national SAl-s
from the European Union as well as with the Europ@aart of Auditors. It is an
investment which will be used by the Court of Auditits future developmental
initiatives;

=  Compared to most West European SAls, which haveudestlong tradition, the
Court of Audit is quite a young supreme audit ingiiin. In spite of this the Court
of Audit has gained, in the relevant European pmsifsnal society, noticeable
status and professional respect.

It is quite the opposite within Slovenia. Althoutite Court of Audit has taken special



care to improve its level of professionalism, iblsvious that we have lately suffered
a crisis of trust This can be observed in state of relations with €ommission for
budgetary and other public finance control. Needtessay that a crisis of trust is most
unfortunate for any supreme audit institution.hiérie is no trust in the audit findings,
the basic purpose of the audit institution is aleall A lack of trust in audit findings
and opinions was most evidently expressed on tHe a&l 1§ meeting of the
Commission for budgetary and other public financetrah, when two audit reports
were discussed: the audit report on the implementafithe State budget for 2001 and
the audit report on the business operation of thi#igutility Eles for the period from
1998 to 2001.

This crisis of trust is a significant problem. Leé mmphasise that a lack of trust is the
biggest misfortune that can happen to any suprerdit gstitution. It happens if a
supreme audit institution is not perceived as ialb& institution. The trust is based on
appropriate and sufficient reliability assurancke Figure 1 (page 12) and the Figure
6 (page 18) show where the reliability of the Canfr&udit is derived. Figure 1 shows
the key phases in the audit process and Figureo®ssihhow the audit procedure is
implemented at the Court of Audit. The lack of trinsaudit findings or audit opinions
means that the reliability assurance of the CourtAatlit is not appropriate or
sufficient in some phases of the audit process gpime steps of the audit procedure.
The question is where or why it is perceived apjmapriate and insufficient.

It appears that the mistrust comes from doubts oeepdfitical neutrality of the Court
of Audit. Our aim is to implement auditsge artis perhaps that is not evident and
therefore it is not convincing. Due to a lack afdfrin political neutrality of the Court
of Audit, or more specifically due to a lack of trus my political neutrality (and
perhaps also a lack of trust in the political nalitty of the other two members of the
Court of Audit) the Commission has a control tendenelyich is, in my opinion,
contrary to the common principle of independencea sfipreme audit institution and
contrary to Article 150 of the Slovene Legislation.

To do away with this lack of trust by reducing thdependence of the Court of Audit

is the worst possible way of solving the problenmidtrust, regardless of the fact that
it is contrary to Article 150 of the Slovene Cotgion. Since the independence of an
SAl is not a value to be taken for granted. It isadue because it is a necessary
condition for trust. Any SAI which is not perceived an independent institution has
difficulties in presenting itself as a reliable tihgtion which can be trusted. To do
away with this lack of trust in an SAl by annullirggme of its independence, is
therefore a uniqueirculus vitiosus to reduce mistrust the independence is reduced,
therefore the mistrust may increase.

If the doubt in audit findings or audit opinions své@ased on the old Cartesian
principle de omnibus dubitanduyrmve could say that it was a noble doubt. But that
not true for the doubt which is based on politigatiorism. It is true though that state
auditors are not safeguarded from political biagHsyRawls' veil of ignoranéeThe
auditors are safeguarded by generally acceptedt guticiples and rules, audit
standards, best audit practice and professionalsetBut it is clear that these are not
sufficient protection from political and other biddevertheless the accusations that
we succumbed to political pressure were exaggeriatadt offensive, considering

2 Rawls, J. (1971)A Theory of Justicéarvard University Press, Cambridge.



what | know about audit cases. | hope that in tiking years the Court of Audit
will be able to create a professional authority eslthbility which will not be subject

to accusations of political bias, when issuing augpinions that are contrary to
expectations.

However, the creation of the identity of the Cooft Audit as a supreme audit
institution, which is watching over public money,nst yet completed. But it would

be good, if the process of designing the identigments of the institution, proved
irreversible.

QMQ///@/

Dr. Vojko A. Antorti¢,
President of the Court of Audit






Basis for the Implementation of the Audit
Programme

Auditing Powers and Obligations

The Court of Audit Act (Official Gazette of the Repic of Slovenia, no. 11/01)

defines the field of work of the Court of Audit atiee framework of its operation. The
Court of Audit is authorised to audit the busineggration of any user of public
funds. The user of public funds under this Actny #éegal entity of public law or a

unit thereof; any legal entity of private law, aplyysical person provided that it has
received financial support from the budget of theoBean Union, state budget or
local community budget; it performs public servicespoovides public goods on a
concession basis; it is a commercial company, barksorance company in which
the state or a local community holds the majoritgreh

The Court of Audit may carry out regularity and fpemance audits othe business
operation of users of public funds mentioned abawet it may audit any act on past
operations as well as any act on planned busingsstion of any user of public
funds.

Auditing of business operation under this Act i® tbbtaining of relevant and
sufficient data to express an opinion on the busingperation of the auditee. For
regularity audits an opinion is expressed on coamgké with regulations and
guidelines that any user of public funds is reqlite observe in the conduct of
business operation. For performance audits an opiisoexpressed on economy,
efficiency and effectiveness of an auditee's bissirperation.

The audit opinion expressed by the Court of Auslitibinding one and it must be
respected by any state body, local authority or @hgr user of public funds, whose
business operation was audited.

The Court of Audit Act defines audit authoritiesvesll as audit responsibilities of the
Court of Audit. Every year, the Court of Audit mustdit the regularity of the
implementation of state budget (the regularity otestactivities); the regularity of
business operation of the public institute of Heaisurance; the regularity of business
operation of the public institute of pension inswe the regularity of business
operation of a suitable number of urban and othenicmpalities; the business
operation of a suitable number of public utilitiesyiders; the business operation of a
suitable number of providers of nhon-commercial pubdicvices. Apart from the Court
of Audit Act there are also other acts (Politicalties Act, Election Campaigns Act)
which define mandatory audits.
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Audit Process

The audit process is a sequence of activities thatsswith identifying and selecting
an audit proposal and is followed by detailed apl#ibning.

The purpose of outline planning is to identify aselect audits that the Court will
undertake.Any audit proposals that are in line with the CoaftAudit mandate,
proposals of deputies, bodies of the National As$gmlisovernment, Ministries,
local government bodies and audit priorities oatefgies can be presented to the
President by Supreme State Auditors and Deputyidenets. The audit process is
presented in Figure 1.

Figure 1: Audit process

PLANNING

STRATEGIC PLANNING

OUTLINE DETAILED FIELD WORK REPORTING FOLLOW UP
PLANNING PLANNING

[ QUALITY ASSURANCE ]

The audit proposal defines an audit in terms ofitleatification of the auditee, the
general objectives of the audit, the reasons feraidit, the segments to be audited,
the budget and timetable for the audlite audit proposal may be:

= aproposal for a pre-audit or

= a proposal for a full audit.

In the pre-audit, which is implemented in the so ethlpre-audit procedurethe
auditors collect audit data for risk assessmenttain other data necessary for the
selection of audits for the Annual Programme. Ifdldit proposal is approved, a pre-
audit plan is prepared. After a report on undergke-audit is completed, a proposal
for a full audit or a proposal for withdrawing thadit is issued.

The audit procedurestarts with preparation of the detailed audit plan which is
included in the Annual Programme. After the detaidedlit plan is approved, the
decree on audit implementation is issued, thendhewing activities are: field work,
issuing the draft audit report, clearance meetipgsparation of the proposed audit
report, possible appeal against audit findingsatenvork due to disputable audit
findings. The audit procedure is completed by isg@n audit report. In financial and

12



regularity audits the audit report contains an mpinexpressed in standard form:
positive, negative or with reservations. The tygeaodit opinion is based on the
calculated most likely error, the upper error limiidathe materiality threshold. The
auditors can reject to express the opinion, if tbaynot obtain sufficient and relevant
audit evidence due to substantiated reasons, on Wigeauditee does not submit the
documentation. For performance audits the opini@wsys descriptive.

The post-audit procedureommences if irregularities or inefficiencies haveerbe
identified in the business operation of the wdgyublic funds, except in cases where
the audit report itself contains the statement #pgiropriate corrective measures for
the remedy of disclosed irregularities and inefficies have already been taken in the
course of the audit. The auditee must submit to tertGf Audita response report
on the remedial actions taken with regard to thscldsed irregularities and
inefficiencies. The Court of Audit may test the dbdlity of the response report. If the
Court of Audit determines that the response repoesdot provide for a satisfactory
remedy of a disclosed irregularity and inefficienityshall be deemed that the user of
public funds hawiolated the requirement for operational efficieranyd the Court of
Audit may issuea call for remedial actionThe call shall be issued to the relevant
authority which shall take action against the wsfgoublic funds. The authority must
undertake appropriate activities within 30 days esqbrt about them to the Court of
Audit. If the requirement for operational efficighbas been seriously violated, the
Court of Audit shall notify the National Assemblyh& working body of the National
Assembly shall adopt, after a discussion to whichpaesentative of the user of public
funds is also invited, @ecision on measures to be taken in respect ofriause
violation of the responsibility for operational iefency.

If the requirement for operational efficiency hagteaeriously violated or the auditee
makes it impossible for the authorised staff of tleen€ of Audit to commence their

audit and does not fulfil the order for the subnuissdf documents, the Court of Audit
shall also issua call for the dismissal of the officer responsiafel a press release

In the case where there is a justified suspiciam ghviolation or criminal offence has

been committed, the Court of Audit shpibpose the commencement of proceedings
against such violatioor file a motion for prosecutigras appropriate

Figure 2: Procedure of audit implementation

Pre-audit Audit planning Audit procedure Post-audit
procedure procedure
= Collecting = Qutline audit =  Substantive = Assessment of
and analysis plan testing credibility of
of data = Detailed = Reporting the response
= Deciding on audit plan > report
undertaking = Assessment of
the audit adopted
measures
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| mplementation of the Audit Programme

Undertaking the Annual Programme of the Court ofi\ud

The Annual Programme is a document which is prepayatiebCourt of Audit on the
basis of suggestions for the programme of work. Thaual Programme includes
directions for designing audit proposals and ptiiesifor the selection of audits. On
the basis of the proposals made by the audit depats, the President selects the
audits to be undertaken and includes them in theuAhRrogramme. The proposals
for audits may also be submitted by the Members ef @ourt of Audit. The
procedure of developing the Annual Programme isgotes! in Figure 3.

Figure 3: Audit planning procedure

Annual
Programme of the

Basis for
preparation of Audit Proposals

annual programme Court of Audit

The Annual Programme of the Court of Audit setsahbdit objectives related to the
timeliness and quality of the audit implementatiorwad as to the reporting on audit
findings. The audits, which are defined as mandaaodits by the Court of Audit Act
and other Acts, are considered priorities.

The implementation of the Annual Programme 2002 wigpa on the funds which were
available to the Court of Audit. The tasks whichrevplanned for 2002 were more
demanding in scope and quality if compared to tekstdrom the previous year. New
quality controls were introduced which improved thality of auditing and, above all,
reporting. The resources which were used and thdtsethat were achieved are set out
in Figure 4 below.

Figure 4: Used resources and achieved resultedEturt of Audit in 2002

Used resour ces Activities Results
= 98 undertaken audits and

= 106 employees: = auditing 28 pre-audits

-10 managers = advising = 47 audit reports

- 67 auditors = methodology =  opinions and views
= 13.789 auditor-days development = comments to the draft
= 1.127.941 thousand = preparation of > regulations

tolars of used budget training programme = 6 auditguidelines

funds for = draft audit manual

audit certificates = audit programmes
= permanent education
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In accordance with the data from the computer prograREMIS, which records the
implementation of tasks, presence and absence dbeajdhere were 13.789 auditor-
days available in 2002. The number of auditor-daythe structure are presented in
Table 1.

Table 1: Number of auditor-days by type of task

Type of task No. of auditor-days Structurein %
Preliminary audits 552 4.0

Audits 8.227 59,7

Other tasks indirectly linked to the audits 1.929 14,0

Absence from work 3.081 22,3

Total 13.789 100,0

The Annual Programme 2002 planned the implementaifod0 pre-audits, 10 of
them were from 2001. 28 pre-audits out of 40 were detag, nine pre-audits were
included in the Annual Programme 2003, three planpeglaudits were not
implemented due to the lack of capacities in 2002.

Among other tasks, which are recorded in REVIS as-anglit tasks, there are
different types of training, participation at megsnat the Court of Audit or outside of
the institution, tasks implemented on the requeghefHead of the Department or
Member of the Court of Audit.

Results of the Pre-audit Procedure

In 2002 there were 552 auditor-days planned forapidit procedures, that is 4 per
cent of the available time. The purpose of pre{apdicedures is to check whether
internal controls are set up and to test their atjp@m, to review received proposals for
undertaking audits, to decide whether to continitd full audits and to obtain data
for preparation of detailed audit plans. The prdiaprocedure is presented in Figure
5.

Figure 5: Pre-audit procedure

Proposal fo
audit
implementation

Article 26
of the Act
(Pre-Audit
Enquiry)

Demand for
submission of |——>
data

Annual

Programme of
the CARS

\_/—

51,3 per cent of the available time planned foraurdit procedures was used for the
audit of internal control systems at the budget funsgers. There were 19 pre-audits
implemented at all Ministries, four Governmental adicand the National Assembly.
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Their purpose was to assess internal control systemsnternal control operation in

order to be able to evaluate inherent risk androbmisk. Those assessments were
used for planning the type, time scheduling andsttepe of substantive testing in
auditing the state budget for 2001.

On the basis of the testing of the internal consiydtems, the auditors assessed that
the control environment supports the internal cdrdperation within 11 direct budget
users (57,9 % of all audited direct budget usétsj.all other direct budget users the
auditors assessed, on the basis of testing theotemyvironment, that the inherent risk
was high due to various factors. The most obvioustofa were: demanding
programmes undertaken by the budget users, traosaaf high value, undefined and
non-unified managerial structures, complex orgaiisatf entities, replacement of
management and insufficient accounting system.

After the 18 pre-audits at other budget users virmgemented, the Court of Audit
reviewed the possibilities for undertaking full #sd Most inquiries related to
statements in the proposals for undertaking auditergv the individuals or
organisations pointed out irregularities in theibass operation of public law entities.

In 2002 the Court of Audit received 153 proposals indertaking audits. Most of
them were submitted by individuals or groups ofividlals, 39 out of 153 were
anonymous. The National Assembly submitted 7 proppddiristries and their
subordinate bodies submitted 14 proposals, local cartynbodies submitted 18
proposals, representatives or bodies of politieatips submitted 6 proposals and the
State Public Procurement Commission submitted 3 [galpo

Out of the total of 86 proposals submitted to then€of Audit in 2001 twenty four
proposals were included in the Annual Programme@f?2. The Annual Programme
consisted of 3 audits that were the proposal ofkimgr bodies of the National
Assembly, one proposal for undertaking the audi s@bmitted already in 2000, two
proposals were submitted in 2002. The Annual Progra2®0@ consisted of 7 audits
that were proposals made by ministries and local camisnbodies in 2002.

The submitters determined in Paragraph 2 of Artidleo® the Court of Audit Act

(deputies and working bodies of the National Assgmivhinistries and local

community bodies) made 46 proposals for undertakingiteas When the Annual

Programme for 2002 and 2003 was defined the Coufludft included 23 proposals
which were made by above mentioned submitters, thad iger cent of the received
proposals.

The proposals for undertaking audits received i022@rom working bodies of the
National Assembly are presented in Table 2.
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Table 2: Proposals for undertaking audits receiv@®02

No. Submitter Description of theinitiative

1 National Assembly - Commission Business operation of the hospital dr. Franca
for Budgetary and Other Public Derganca in Sempeter pri Novi Gorici
Finance Control

2 National Assembly - Commission Regularity audit of the Red Cross Slovenia for 1999
for Budgetary and Other Public 2000 and 2001. Complete review of regularity of
Finance Control raising and granting loans by Red Cross Slovemia f

the period from 1995 to 2002.

3 National Assembly - Commission Regularity of business operation and implementation
for Budgetary and Other Public of tasks by National Tax Administration — in order
Finance Control find out whether the Administration accounts for,

records and exacts payment of taxes in line with
regulations, whether their operations are effectine
economic.

4 National Assembly - Commission Regularity of recording investment projects or
for Budgetary and Other Public investments which were directly financed from the
Finance Control  budget in 2002 and previous years

5 National Assembly - Commission Complete audit of the motorway construction
for Budgetary and Other Public programme in Slovenia
Finance Control

6 National Assembly — Committee for Performance audit of the business operation of the
Economy, Sub-committee  for Slovene Development Company since its
privatisation establishment

7 National Assembly — Committee for Regularity and performance audit of the business

Economy, Sub-committee  for

privatisation

system ELAN relating to used budget funds

In 15 cases out of 18 pre-audits, the full audiegenintroduced or the audits were
included in the Annual Programme 2003. In 3 cases ahdit procedure was
completed in the pre-audit phase due to findingbefpre-audits and proposals of the
Supreme State Auditors. Those cases were:

auditors reviewed data on political party's finageivhich was carried out through
Klander's Association from abroad,

auditors collected data on waiting lists in hodpitend in specialistic departments
and reviewed the possibility to carry out a perfancea audit and if such audit
would be useful considering the results of the imp@eted analyses,

auditors collected data on drug prescription inltheeentres and reviewed the
possibility to carry out a performance audit andsuich audit would be useful
considering the results of the implemented analyses.

The time which was recorded under the pre-auditquoes was used also for the
development of new auditing methods and techniquemlyngeferred to audits of
state budget, municipal budgets, transfers andqulbilities. Special working groups
which consisted of auditors as well as the presidéthe Court of Audit and advisors
developed new audit approaches and tools; and arediimplementation of the pilot
audits.
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Results of the Audit Procedure

An audit begins with issuing a decree on audit impteat®sn and it is completed
when the audit report is published. In the auditcpdure the auditees can challenge
individual disclosures and present additional exglens on their activities or data if
they believe that the audit did not consider thepragriately. The audit procedure is
presented in detail in Figure 6.

Figure 6: Audit procedure

Approval of Decree on audit Objectior
the qetalled implementation SN Auditee against the
audit plan > decree

Authorisation of
auditors for audit

commencement Yes \l/
Objection Depisi_on or
Decree or is < objgctlon by
End of procedure j<— accepted accepted enate
objection

v

Draft Report
CEDE o | |

L

Proposed Report

Auditee
Previous
resnonsible persi

. _—

Yes

Clearance

meeting Objection

No
Audit Repor Decision or
Response
End of procedure < g <— <—— objection by
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Out of the total of 98 audits implemented in linghahe Annual Programme 2002,
four audits were undertaken on the basis of thg@gsals made by the deputies and
working bodies of the National Assembly.

Table 3: Audits implemented on the basis of the deti Assembly's proposals

No. Proposal Audit title Audit Audit
received started completed
1 2000 Audit of the financial statements and the reguaoit
business operation of the Lukavci Home for tB602 2002
Disabled for 1999, 2000 and 2001
2 2001 Audit of the purchase and sale of elecyricind
transportation from 1998 to 2001, audit carried @it
the public company Elektro — Slovenia d.o.&(,)Ol 2002
Ljubljana
3 2002 Regularity audit of the Red Cross Slovenia_—
Association for 1999, 2000 and 2001 2002 2002
4 2002 Regularity audit of the National Tax Administrati 2002 Foreseen
for 1999, 2000 and 2001 2003

Other proposals received in 2002 from the Natigkedembly were considered when
the Annual Programme 2003 was developed.

In 2002 the Court of Audit issued decrees on dogitementation for 61 audits. Not all
audits from the Annual Programme 2002 were completédaudits were completed
and the audit reports were issued. The Court ofitAalslo reviewed the annual reports
prepared by political parties, which is one of sipecific tasks undertaken by the Court
of Audit. The Annual Programme 2003 included 49 auididm the previous year. Four
of them were introduced in 2000, therefore theyenwerplemented in line with the old
Court of Audit Act (Official Gazette of the Republof Slovenia, No. 48/94). Two
audits were introduced in 2001, 43 were introdune2D02 and they were implemented
in line with the new Court of Audit Act. Those atsdiwhich were introduced in 2000
and were implemented under the old Act, were, in22@® the phase of the second-
instance senate. Except for one of the audits fuctwthe authorised Supreme State
Auditor did not issue the preliminary report. Orfetlee planned audits did not begin
because the necessary conditions were not fulfifégure 7 presents the number of
planned and completed audits from the Annual Progra 2002.

Figure 7: The number of planned and completed audisrred to the Annual
Programme 2002

OdIncomplete
Planned audits ir200% Audit transferred from 2002
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In the period from 1995 to 2002 the Court of Audgued a total of 537 audit reports,
470f them were issued in 2002. The number of repactording to the types and
years is presented in Table 4.

Table 4: The number of final audit reports accogdimtypes and years

Type of audit report 1995 1996 1997 1998 1999 2000 2001 2002
Audit reports under the old Court
of Audit Act
Preliminary report 13 44 45 55 38 58 50 -
Senate | report 2 17 26 13 14 9 13 -
Senate |l report 0 11 13 18 9 15 7 3
Audit reports under the new - - - - - 20 44
Court of Audit Act
Total 15 72 84 86 61 82 90 47

With the enactment of the new Court of Audit A thanged procedure has also meant
a change in the reporting. The previous three tgbeseports (preliminary report, first-
instance senate report and second-instance sespatt) that were issued and signed by
the heads of the audit departments (preliminarprtgr the president of the first-
instance senate or the President of the Court dftAt the second-instance senate, have
been replaced by a single audit report which isgdsigned by the Auditor General.

All the audits that were commenced under the previdct proceeded in accordance
with the procedures laid down by that Act. On thasis three audits were completed in
2002. 44 audits were implemented in accordancetivtmew Court of Audit Act. It is
necessary to stress that the audit of the Statgebudvhich was in the Annual
Programme 2002 planned as a single audit, condidi8 parts (audit of the financial
statements of the state budget and of the implenr@mtaf the state budget and 17
audits of the implementation of the financial pldthe direct budget users).

When comparing the number of issued audit reportgehy it is necessary to consider

changes or particularities, such as:

= auditing of municipalities changed from reviewing aadditing of individual
segments to complete audits of the financial statesnand compliance of
municipal operation with legislation,

= the Annual Programme each year includes more demaadith@xtensive audits,
while in the first few years of the Court's opevatihe scope of audits was smaller
(focused only on pay; use of funds related to artevo budget lines),

= in the past the Annual Programme included many aodflitse same type. Those
audits demanded careful planning only the first tinafterwards the audit
approach and the methods were used for all othétsaud

= the Court of Audit handed over to the commercial uigithe implementation of
only one audit of financial statements of publicliytiand one audit of two
financial statements of the state budget in 2002h¢ previous years, the audits of
two biggest public institutions and state fundsevenplemented in co-operation
with commercial audit companies. Therefore the Coould use its own resources
for the implementation of other audits,

= the audits of the Pension and Disability Insuramestitute and the Health
Insurance Institute for 2001 were for the first tinmeplemented only by the
auditors of the Court of Audit. In the previous gedhe audit of the financial
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statements of both institutes was handed over tdatcasdof commercial audit

companies. Therefore the auditors could, by using thme audit practice,
implement four other audits instead of those tw@002, considering the amount
of time used (521 auditor-days in 2002).

Structure of the audit reports by type is preseindeigure 8.

Figure 8: Structure of audit reports by type
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The structure of audit reports changed when the @ewrt of Audit Act was enacted.
The audit reports issued under the new Act repléoegreliminary reports and senate
reports. In that way the reporting became unifigde-structure of audit reports as well
as the way of reporting. The Court of Audit is tryito develop comprehensible reports
and in that way improve the quality of its work.

Time Required for the Audit Implementation

The efficiency of auditing in 2002 compared to the poes year has improved. The
number of calendar days from the day of commencingathdit to the day of
publishing the audit report reduced by 15 days. itmaber of days is presented in
Table 5.
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Table 5: The number of calendar days from the dagpofmencement of the audit to
the day of publishing the audit report

The average number of calendar days
per audit

Activity Under the old Under the new
Court of Audit Act  Court of Audit Act
2001 2002 2001 2002

From the publication of the decree on audi
implementation to the publication of audit report %3 1.010 228 213
From the publication of the preliminary report betdraft

audit report to the publication of the final audiport 102 290 2 71

The data on audit implementation also includesatindit of the state budget for 2001
which was the most demanding audit in 2002. To imphanthis audit 1.911 auditor-
days or 23,2 per cent of the total audit time waent. Apart from the audit of the
financial statements of the state budget, the asditviewed the compliance between
the business operation and the legislation forifettbudget users. The audit described
above examined 94,4 per cent of the expenditurthefstate budget for 2001. The
results of the audit are presented in detail orepa@®$ and 37.

The comparison of audit activities under the old #re new Court of Audit Act shows
that the audit implementation under the new CofiAwdit Act is more efficient. On
average the audits were implemented in a shortexdoef time under the new Act. The
period of time from issuing the decree on audit imaetation to the issuing of the
audit report consisted of 213 calendar days in 28@2is for 7,5 per cent less than in
the previous year. The shorter total period of timea result of the quicker
implementation of auditing procedures after the eleoon audit implementation is
issued and before the draft audit report is prepafée auditors spent 142 calendar
days (from issuing the decree to issuing the draditaeport) for those audits, which
had their audit reports issued in accordance wighnew Court of Audit Act in 2002.
For those audits where the draft audit reports visseed in 2002, the auditors spent
131 calendar days. This analysis shows that the $ipent for audit implementation has
reduced. It is necessary to stress that the acalitgpleted in 2002 but implemented in
line with the old Act used on average 342 calertiays (from issuing the decree to
issuing the draft report).

The procedures of reviewing an audit report befisr@ublication required some more
time. These procedures were introduced by the @béidit in order to assure the highest
possible quality of the audit reports. The procedsircalled editing and it is implemented
by a three-member board. Their key task is to vewach report before its publication. The
editorial board examines whether auditing standeset® followed, accounting standards
and guides were correctly used, legislation wiswed and whether grammatical rules
were applied. The procedure of editing and issaimndjt reports which were published in
2002 lasted on average 19 calendar days per epdit.r

The performance audits increased the average nuofloys per audit completed in
2002. The performance audits require more time ferimplementation than other
audits. The average number of calendar days nefedele audit implementation —
separately for performance and other audits andlf@udits together is presented in
Figure 9.
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Figure 9: The process of auditing for completed audite @verage number of calendar
days per audit)
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implementation
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Considering the developments in auditing and resoftshe analysis of the time

consumption in individual audit phases, it can bpeeked that the time consumption
shall be reduced in future (time which passes froenigisuing the decree on audit
implementation to the publication of an audit repofihe time should be reduced
mainly in the phase of preparation the final auejitart and in the phase of editing the
audit report.

The period of time from the issuing of a draft audjtort to the issuing of a proposed
audit report includes clearance meetings. At tearence meetings an auditee may:
challenge individual disclosures in the draft audiport and present additional
explanations on their business operation. There \88rclearance meetings related to
the audits carried out in 2002.

The period of time from issuing the draft audit rego the preparation of the audit
report for editing includes the Senate of the CadriAudit which decides on any
disputed disclosure. In 2002 auditees filed objestto disclosures in 20 cases of the
proposed audit reports. In 2002 the Senate of thet®f Audit assembled 16 times to
discuss objections filed by the auditees whichteelato the disputed disclosures in
the 17 audit reports.

Through the activities introduced in order to impdie efficiency and the quality of

work, the Court of Audit is trying to ensure that:

= the auditees, deputies and the public understaadatiuit reports, consider the
audit findings and follow the recommendations,
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= the authorised bodies of the auditee, the Governmaatthe National Assembly
implement the recommendations and improve their buso@sstion and the use
of public funds,

= the users of audit reports accept an external aasdd type of assistance in their
business operation.

In 2002 the Court of Audit used 8.227 auditor-déyrsthe audit implementation. The
main part of resources (6.044 auditor-days or p@/5cent of the available time) was
earmarked for those audits which are defined undexgPaph 4 of Article 25 of the Court
of Audit Act. Most of the time was spent for theplementation of the mandatory audits:
audit of the state budget (1.911 auditor-days)leety audits of the Health Insurance
Institute of Slovenia (272 auditor-days) and thesi®sm and Disability Insurance Institute of
Slovenia (271 auditor-days).

The above mentioned Article also defines that therCof Audit must every year
audit: the regularity of business operation of @adle number of urban and other
municipalities; business operation of a suitable nemds public utilities providers;
business operation of a suitable number of providgrsion-commercial public
services. In 2002 the Court of Audit implemented &udf 19 municipalities, five of
them were urban municipalities; of 8 public utdii providers and 15 providers of
non-commercial public services. For the implementatioh the audits of
municipalities the Court of Audit used in total @73auditor-days or 15,9 per cent of
the time earmarked for auditing in 2002.

In 2002 an important part of resources of the Cotiaudit was planned for auditing
of public utilities providers and providers of noammercial public services (in total
27,7 per cent).

The Court of Audit each year audits annual repoftpolitical parties in accordance
with the Article 24 of the Political Parties Actt fhe end of 2002 the Court of Audit
undertook the audit of the reports of the orgasiséithe election campaigns which is
prescribed as a statutory duty for the Court of ifbgl the Election Campaigns Act.
For the implementation of those audits 132 auditgsdeere used.

In 2002 the Court of Audit spent 6.233 auditor-days75,8 per cent of the annual
resources for all tasks implemented under the Gauftudit Act, the Political Parties

Act and the Election Campaigns Act and Article ¥7tlee Slovene Development
Company Act. The structure of used time for audibhghe key auditees is shown in
Figure 10.
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Figure 10: Structure of used time for auditingiimelwith auditees or subjects
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Based on the legal basis the audits can be dkb#ifto four groups:

= the audits which must be carried out at the auditees in the scope that is

prescribed by the Court of Audit Act or other Acts,

= the audits which must be carried out every yearhat dppropriate number of
auditees, in the prescribed area and scope; thetie#l of auditees is the domain

of the Court of Audit,

= the audits which must be based on proposals of thgomal Assembly in

accordance with the Paragraph 2 of Article 25 ef@wourt of Audit Act,

= the audits which are selected by the Court of Auddependently without

limitations referred to the area or the audit scope

Out of the total number of 47 audits and reviewgalitical parties' annual reports
which were completed in 2002, 18 audits or 38,3qgeert belonged to the mandatory
audits, the rest of them were audits which werepeddently selected by the Court of

Audit.

Compared to 2001, when the Court of Audit spent ntbem 80 per cent of its
resources for the implementation of audits undeottleCourt of Audit Act and other

Acts, the Court of Audit spent 76 per cents ofdkiailable time for that type of audits

in 2002.

The audits, which are selected by the Court of Audidependently, are usually
performance audits and audits of compliance betwegsinéss operation and

regulations. Those audits were implemented on tha afepublic procurement,

business operation of courts and privatisatiortatbsassets.
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Types of Audits

Audits can be ranked according to the objectivesbgethe auditors. In 2002 the

following audit objectives were defined:

= to express an opinion on the financial statements,

= to express an opinion on the regularity of busirgsesation (compliance between
the business operation and legislation) and

= 1o express an opinion on the performance of busiopsration.

The Court of Audit mainly implements audits where tamnions are expressed: an
opinion on financial statements and an opinion qulaity. In 2002 the auditors
reviewed regularity of business operation in allditas but one. The review of
regularity was either included in the individuauarity audit or joint with the
review of financial statements or with a performamudit. All types of audits which
were completed and the audit reports were issu2@08 are presented in Figure 11.

Figure 11: Types of audits in line with the audjextives
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H Financial audit
O Regularity audit

204 O Performance audit
28%

Out of 47 audits completed in 2002, 18 audits 0B 3f&r cent belonged to the group
of audits with two audit objectives: the opinionsaexpressed on financial statements
and regularity. In 2001 there were 66,7 per censwfh audits. One audit report

related only to the review of the financial statetselVhile in 2001 there were 10 per

cent of such audit reports.

The Annual Programme defined implementation of 1Ofoperance audits. The

purpose of the performance audits is to answer igmssabout economy, efficiency
and effectiveness of the use of public funds. Aodreéview whether there are
procedures in place to monitor and control efficigreffectiveness and economy of
business operation. The scope of performance aigditgler and require preliminary

studies which include data analyses covering adopegriod of time. In 2002 fifteen

performance audits were completed, but most of tht#t avork was implemented in

2001. This type of audit represents 32 per cerallodiudit reports. Compared to the
previous year, in 2002, there were more performanmit reports issued. In 2002
thirteen performance audit reports were issued gretZent of all issued reports. The
privatisation audits are included in the number2092 five privatisation audits of

state assets were introduced, four of them were et

26



One of the audit objectives of the Annual Progranohthe Court was to implement
appropriate number of audits of municipalities. Ehefas only one objective set for
audits of municipalities in the past. The objectivas to express an opinion on
regularity of business operation. In the middle 802 the Court of Audit decided to
introduce integral audits of municipalities. The isithcluded the review of financial

statements of municipal budget, data from the balameet and the regularity of the
use of budget funds.. Due to these audit objectivesaudit implementation required
more time than in the past. In 2002 the auditorsetondk 19 audits of the regularity
of business operation of municipalities and issti2audit reports, four of them were
in line with the new audit approach.

Opinions Issued in Audit Reports

In the audit reports, where the audit objective wm®xpress an opinion on the

financial statements or the regularity of businegeration, there was a total of 52

opinions. The opinions in the 15 performance ateliiorts were descriptive, that is

the assessments of economy, efficiency and effautiss; in some cases also an
opinion on the regularity of business operation igaged.

The most frequent type of opinion expressed wassgiye opinion. In 2002 there were, in
total, 22 positive opinions or 42 per cent of @inions expressed in the audit reports. In
2001 only 14 per cent of all opinions expressecevpesitive. The comparison shows the
positive tendency in the preparation of the anmejpbrts and the regularity of business
operation of public funds users. Figure 12 shoestidit opinions expressed.

Figure 12: Type of expressed opinions in line weittdit objectives
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There were 42 audit reports which included at leastaudit opinion with reservations
or a negative opinion. That means the Court of Aisdited only five audit reports with
positive opinions (11 per cent). The most commoaseas for an opinion with

reservations or a negative opinion were violatiohdaw or regulations that define
financing of the public funds users, mainly relatiogoublic procurement and pay.
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When auditing financial statements, the Court of iffimund that there were fewer

errors than there were irregularities relating ctompliance of auditees' business
operation with the regulations. The auditees welkng to correct errors during the

audit implementation, therefore the opinions on tmadifinancial statements were
positive.

Results of the Post-audit Procedure

The post-audit procedure which is a part of the auditgss, includes the monitoring of
audit impacts and the implementation of audit rep@mdations. The post-audit
procedure starts after the audit is completedharfarm of a proposal to take legal action
on the basis that a legal offence has been committéshitoring of the follow-up is
necessary for improving business operation of th#@ipfunds users, for planning future
audits, for assessments of Court's efficiency diedtereness and for promotion of best
practice. The post-audit procedure also includpsrte on the remedial actions taken
with regard to the disclosed irregularities andffinencies (response report). Each
audit report defines whether the auditee is obligedubmit the response report or
not. The demand to submit the response report inglthdeinstructions: time-limit for
delivering it to the Court of Audit, description iofegularities or inefficiencies which
demand correction measures and notice on sanctigme\viisions of Article 29 of the
Court of Audit Act are violated.

The procedure for monitoring remedial measures rdfeto disclosed irregularities
and inefficiencies is presented in Figure 13.

Figure 13: Post-audit procedure
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Fifteen audit reports (or 31,9 per cent of all reg)assued in 2002 included a demand to
submit a response report.
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On the basis of the audit reports issued in 20@zuthe new Court of Audit Act, the
Court of Audit received, in total, 31 response repotested their credibility and
assessed the relevance of the remedial measure=sdeferthe disclosed irregularities
and inefficiencies. The results of the tests are dahsessments are presented in the
post-audit reports. In 2002 the Court of Audit B323 post-audit reports. In all cases
but three, the Court of Audit assessed the predeataedial measures as satisfactory.

In the audit report on final account of the statridet for 2001 the Court of Audit

expressed the demand that the audited public fuedss within 90 days submit the

response reports on the remedial actions taken wetard to the disclosed

irregularities and inefficiencies. The Court of Augsted and assessed their credibility.
The response report of the Government Centre foorrivdtics was considered

unsatisfactory. The Court of Audit used the oppoescribed by Article 29 (paragraph 4)
of the Court of Audit Act and introduced a new iaud test the authenticity of the

statements in the response report. Therefore tmpletion of the post-audit report was
transferred to the year 2003.

Figure 14 shows the percentage of demands to submitsponse report and the
percentage of post-audit reports that were isstigcthre assessment of adopted remedial
measures.

Figure 14: The percentage of demands to submipamss report and the percentage
post-audit reports that were issued
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. Pos-audit reports where the remec
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The auditees reported the correction measuresinglatto the 77 different
irregularities and inefficiencies that were preserin the response report. Most of the
correction measures related to the improvements loligpprocurement procedures
and strengthening of internal control systems (&8 gents) and to remedy the
irregularities relating to employment, allocating/f@and other bonuses to employees
(21 per cent). Other correction measures dealt With irregularities relating to
recording and presenting of transactions, allocatibsubsidies and other state aids,
settling and acquiring liabilities.
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The Court of Audit assessed the correction measgemsatisfactory at the following

three auditees:

= The Government of the Republic of Slovenrian the response report the
Government did not present the approval of the ahreports of the Agency for
payments for 1998 and 1999, as it is prescribethbyAgency for payments Act,
Agency for auditing privatisation Act. The Agenfoy payments was abolished in
2002 but that is not a reason for not reviewingahaual reports of the Agency.
Only one of five correction measures adopted byGheernment was assessed as
inappropriate.

= The Ministry for Foreign Affairs did not adopt reni@d measures for the
irregularities and did not present satisfactory edial actions relating to paying
special assignments, contract wages, bonuses anbueiements of costs and to
purchase of official clothing. In addition the N&itry did not introduce activities
relating to the design of a new internal contrateyn or the strengthening of the
existing internal control systems. In that way Miaistry would be able to detect
or prevent irregularities relating to public proenrent, accounting for pay and
other personnel allowances and assure the appt@prsze of public funds. The
Ministry adopted instructions for public procuremeftsmaller value items. The
instructions define procedures relating to pupliccurement. The Court of Audit
assessed that instructions were not sufficientcéorecting revealed irregularities
and not enough for preventing such irregularitrethe future.

The Court of Audit assessed that the remedial axtiwere not satisfactory and
that the Ministry violated the obligation of opaoatal efficiency. The Court of
Audit demanded that the Ministry deliver a resgomsport relating to the
regularity audit of the financial plan for 2001.98ible actions due to violation of
operational efficiency were postponed until thetqaoslit procedure is completed, that
is until the response report is delivered.

= Municipality Velika Polanathe major of the Municipality summoned a meeting
of the Municipal council where the final accountghee municipal budget for 2000
and 2001 were to be discussed, but the major stiofijge meeting without any
substantial reason and left the meeting.

The Court of Audit assessed that the Municipalitglika Polana violated the
operational efficiency, therefore the Court of Auith line with paragraph 7,
Article 29 of the Court of Audit Act asked the Mstiy of Interior and the
Ministry of Finance to take action against the Mupélity Velika Polana.

The introduction of the post-audit procedure haprawved the efficiency of the state
audit. Since the public funds users started addgessegularities and inefficiencies
sooner and introduced activities mainly on the afdaternal controls. In that way they
assist the auditors in disclosing possible irreifiga and prevent the irregularities
occurring in future.

In assessing the correcting measures of discloseguiarities and inefficiencies, the
Court of Audit encounters many problems since it islatively new procedure. The
auditors lack experience in assessing the correeidtivities, as well as the auditees
who have to report on them. The auditees facecdiffes in selecting the appropriate
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remedial activities relating to disclosed irregitias and inefficiencies which they
have to be included in the response reports. Wsulaé auditees introduce the
correction measures as a formal procedure but nothenoperational level. The
appropriate and satisfactory measures are achiéveel ieasons for irregularities and
inefficiencies are analysed. The correction meassiiesld be based on the results of
the analyses.

Proposals for Commencement of Proceedings against Violations and
Motions for Prosecution

In 2002 the Court of Audit filed three proposals fibre commencement of
proceedings against violations and filed five magidor prosecution due to disclosed
irregularities.

In 2002 the Court of Audit filed three proposaisthe Misdemeanour Judge due to

the following disclosed irregularities:

= Violation of the provisions of the Pay in publicstitutions, state bodies, local
communities bodies Act, the Act on financing mpaldies, the Public finance
Act— in two municipalities,

= Violation of the provisions of the Accounting Adh one agency.

The Misdemeanour Judge did not adopt any decis&latng to the above proposals.

Out of 10 proposals filed in 2001, the Misdemeanbudge issued decisions relating
to four cases, the rest of the decisions were dopted or presented to the Court of
Audit in 2002.

The Court of Audit filed, at the Ministry of Inteni, the notices due to suspicions of:

= abuse of the official position or authoritya public procurement process,

= unjustified acceptance of gifie@ a public procurement process at one public
utility,

= forgery or destruction of the official document,okoor official paperin one
Municipality,

= abuse of the official position or authoritygranting loans in one Municipality,

= abuse of the official position or authoriyd other violationsn business operation
of one association.
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Quality Control over the Implementation of Audits

I nternal Control

One of the objectives set by the Court of Audit 802 was to improve the quality of

its work. Therefore the tasks, defined by the CadirAudit Act and other Acts, are

implemented with due care and respect for professianditing standards and best
practice.

The new Court of Audit Act introduced changes ia tiiganisational structure as well
as a new framework of management, which includes @owtrer the quality of
auditing and assures compliance with the legislatimmofessional standards and
instructions adopted by the President of the Coufudit.

The internal control is implemented in the followiwgys:

= with continuous reviews of each activity in thedauprocess. Those reviews
include examining the appropriateness and correstoédetailed audit plans and
draft audit reports, proposed audit reports anal fiudit reports;

= with the, so called, on the spot examinations, whiah carried out by one of the
advisors or experienced auditors. They review aitas a whole or a phase of the
audit process, if a problem occurs during the ainailementation or if there is a
doubt about the quality of audit results;

= with monitoring of the implementation of the Annuab&mamme through regular
monthly reports. Those reports describe the stttise undertaken audits, propose
other activities if the audit is not implementedgtordance with the plan.

In 2002 only one on the spot examination was cardetlin the phase of audit
planning, two of them in the phase of substantigérig and one of them in the phase
of reporting. The regular monitoring of audit implertsgion under the Annual
Programme found out that in 3 cases the internakrulere not followed. Once the
decree for audit implementation was issued evegtnoloe detailed audit plan was not
approved, twice the clearance meetings were castiebh contravention of valid rules.

External Control

The control over the ability of the Court of Audi tmplement the activities of a
supreme audit institution is carried out by the dpgan Commission. The European
Commission each year carefully reviews preparatfongccession to the EU in the
area of financial control. The representativeshef Commission visited the Court of
Audit twice in 2002, they became acquainted with Work and the development of
the Court. The Regular report for 2002 of the Eaesp Commission (published 9
October 2002) presented the assessment that theCoewt of Audit Act assured
appropriate functioning of the state audit, butsitnecessary to complete the audit
manual as soon as possible. The Commission estinfeethtSlovenia an important
development in internal and external control systems achieved.

Even though paragraph 2 of Article 31 of the CafrtAudit Act defines that the
financial statements of the Court of Audit shallaeited by an auditing company,
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selected by the National Assembly upon the propaoisié$ working body responsible

for budgetary and other public finance control, fihancial statements of the Court of
Audit were not audited in 2002. Nevertheless tharCof Audit each year carries out
an audit of its financial statements. The auditidartaken by an auditor of the Court
of Audit who is appointed as an internal auditottiy President.

Providing Audit Reports to the National Assembly

The National Assembly should be the key user of émeices provided by the Court
of Audit. The Supreme Audit Institutions, throudeir work, support the activities of
parliaments in the area of control over the staidgbt and other public funds.
Therefore state auditors should have close coatipa with the working bodies of
the National Assembly.

Most of the audit reports which are delivered te Mational Assembly in line with the
point 3 of Paragraph 16 of Article 28 of the CaafrAudit Act, should be discussed by
the Commission for Budgetary and Other Public Fiea@ontrol. The process of the
review of the audit reports should be carried @t & presented in Figure 15.

Figure 15: The process of the review of the aigfibrts

Court of Audit
Submits an audit report to the
National Assembly

v

Commission for Budgetary and
Other Public Finance Control
discusses the report

Court of Audit and Commission for
Budgetary and Other Public
Finance Control

Control implementation of
recommendations of the Court and

\L Commission and assess
— appropriateness and satisfaction of the
Commission for Budgetary and measures adopted by the auditees

Other Public Finance Control Government and other authorised
Adopts decisions and recommendations and

demands from the Government to undertake bodies
activities

!

Gover nment
Discusses decisions made by the
Commission and reports on adopted
measres

After the National Assembly and the Government disctiee audit reports, the
process of reviewing the audit reports is completadthat way the circle of all
participants who are responsible before publicti@r regularity of the use of public
funds is concluded.
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In 2002 the Court of Audit delivered 47 audit repdo the National Assembly. The

Commission for Budgetary and Other Public Financetfdb discussed at seven

regular meetings the following audit reports:

= audit report on final account of the state budget1®99, 2000 and 2001, including
audits of implementation of the financial plansafe budget users,

= audit report on regularity of business operationtted Red Cross Slovenia for
1999, 2000 and 2001,

= audit report on business operation of the publititytEles — Slovenija d.o.o.,
Ljubljana for the period from 1998 to 2001,

= final report on performance audits of business djmeraof the State prosecutors
for the period from 1997 to 1999.

In 2001 and 2002 the Court of Audit delivered 18diareports and two joint reports to
the National Assembly. The Commission for Budgetargt @ther Public Finance
Control, which is managed by Andrej Bajuk (the NagicAssembly appointed him on 27
March 2001), discussed 20 audit reports and bath jeports in the past two years, or
15,8 per cent of all audit reports delivered to Kaional Assembly by the Court of
Audit. The percentages of audit reports that weseudsed by the Commission for
Budgetary and Other Public Finance Control aregutesl in Figure 16.

Figure 16: The percentages of audit reports disdusg the Commission for Budgetary
and Other Public Finance Control

in 2002 in 2001 and 2002

6 % 16 %

A

The Committee for Economy, the Sub-committee for pigesion was another
working body of the National Assembly who discusteal audit reports in 2002 (the
audit report on financial statements and regulaityusiness operation of the Slovene
Development Company for 1999 and 2000).
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Consulting the Users of Public Funds

One of the important tasks of the Court of Auditdsconsult the users of public

funds. The Court of Audit considers that consultthg users of public funds is a
preventive activity, since the Court of Audit inathway directs the users of public
funds towards accurate and proper business operaticd more efficient and effective
internal control operations as well as better fai@hmanagement. The advice is not
only an instruction for the responsible persons {gt@ns, management, principals and
other directors) on how to improve the circumstanees results of business
operation, but it is also intended to assist irdkauditors and other control bodies
(like supervisory council at municipalities, supeory board at the public utilities and
commercial companies, where the State or the locaérgovent own the majority

share, at public funds, public agencies and other).

The Court of Audit consults the users of publicdsnn different ways: it provides
recommendations at the time of performing the awaitsin the audit reports, it may
also express opinions on public finance issues.

Direct advising to the auditees is carried out iy Court of Audit during field work
and at clearance meetings when the auditee's repatises and the auditors agree
upon the findings referred to the performance oulaagly of business operation as
presented in the draft audit report.

The Court of Audit can provide advice in any audjtort, joint audit report or annual
report. The key issues are findings of the CourfAwodlit and auditor's judgement of
the regular and efficient use of public funds. Thatormation is important not only
for the user of public funds whose activities watelited, but also for the National
Assembly, the Government and other users of pultids.

The Members, the Supreme State Auditors and thet&Sehshe Court of Audit can
provide advice to the users of public funds. Annagni about public finance issues
made by the Senate is binding for the Court of Audihen an opinion about public
finance issues is based on previous audits, theiaypican be presented by any
Member of the Court of Audit or the Supreme Statalifon. Nevertheless they can
provide their own professional opinion about pubficance issues with an
explanation that the Court of Audit did not defthe opinion and that it is not binding
for the Court of Audit.

In 2002 the Members and the Supreme State Auditorsded advice to the users of
public funds on the basis of their requests.
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Presentation of the Most Important Audits

Audit of the Business Operation of the State

The most important audit implemented by the Court of idigithe audit of the

regularity of the implementation of the State buddfels a mandatory audit which is
defined in point 1 of paragraph 4 of Article 25tbé Court of Audit Act. It must be
implemented every year, the audit report must bveteld to the National Assembly
by 1 October as it is prescribed by Article 97ha# Public Finance Act.

The Court of Audit undertakes this audit in ordereview the regularity of business
operations of the State. Through the audit refieet Court each year informs the
public and the National Assembly whether public fineere properly recorded and
used. Each year the audit is supplemented accotditite changes due to the reform
of public finance. In 2001 the Court of Audit fdret first time reviewed the reports of
the budget users on achieved results and objectimethat way a review of the
functional and programme budget classification wéduced separately from the
economic classification.

The Court of Audit reviews the implementation of t@mmon and specific part of
the budget by examining the financial statement® thgularity of budget
implementation and the regularity of the implemeptatwf financial plans for each
budget user. The Court of Audit reviewed the usbuafget funds in 2001 at 17 direct
budget users: all ministries, the Government Cefdrelnformatics, the National
Assembly and the Supreme Court. The common patteobtidget was reviewed in the
following way: the auditors examined the regularitfy recordings of state budget
revenues and expenditure, of lending and repaymants of borrowings and of
amortisation of debt. In the balance sheet of theebudget revenues and expenditure
the auditors reviewed: current revenues, capitakemees, grants and transferred
revenues. The regularity of the recorded experalitvais reviewed in the following
way: expenditures were classified into three segspenamely, pay and other
personnel expenditures, part of current and capitpenditures, current and capital
transfers. The auditors examined the lending andymepnts by reviewing the
regularity of presenting the repayments of loans salds of equities, lending and
acquisition of equities. The auditors reviewed Iloerowing and amortisation of debt
by checking the regularity of presenting the incdnoen the State's incurred debts and
expenditures for payments of principal of the dditte Court of Audit reviewed the
business operation of the budget users, i.e. irtata of 95 per cent of the total State
budget.

Due to the fact that the audit was quite extenghe Court of Audit implemented pre-
audits. The purpose of the pre-audits was to rewiasv reliability of the internal
control systems and to define the scope of the antige testing.

The Court of Audit carried out substantive testiigelected auditees. The substantive

testing related to: pay, other personnel bonusgnelitures (current and capital) and
transfers (current and capital). On the basis wifpdiag, 4.500 payments were selected
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for testing. It was found that the implementationttef state budget for 2001 was not in
accordance with the legislation. Most of the diselb irregularities related to the
granting and allocating of transfers payments.

The irregularities relating to personnel expendisuwere: irregularities in employing,
allocating staff to work posts, defining basic maypoonuses. The irregularities relating
to current and capital expenditures occurred: iblipprocurement procedures due to
incorrectly published invitations to tenders, measuwrsed for selection of tenders; in
public procurement undertaken without public invdas for tenders; in public
procurement of smaller value items. The irregulesitielating to transfers concerned
the allocation of subsidies without public invitats, to incorrectly defined and
selection criteria used, to contracts which wereindine with the conditions in the
public invitation.

The most important irregularities, which were ideatfby the Court of Audit in the
audit on the financial statements and the implentientaf the state budget, are the
following:

= irregularities relating to public procurement:

- in the process of public invitation for bids, .- I

- in the process without public invitation for bjds
- in the process relating to small value items;

= irregularities referred to the use of the earmafkeds;

= irregularities referred to the accuracy of expeurdit

On the basis of an analysis of the irregularities Court of Audit expressed a
positive opinion on the financial statements of Huelget for 2001 and a negative
opinion on the regularity of the implementation o€ tetate budget for 2001. The
Court of Audit expressed opinions on the implemeotatf the financial plans for

each auditee separately. Namely, 5 positive op&i6ropinions with reservation and
6 negative opinions. It was also found that theuahfinancial report did not include a
balance sheet, therefore the cash balance is es¢mied clearly and completely.

The Court of Audit also expressed an assessmenheofatiditees’ reports on the
achieved objectives and results in 2001. None ef dbditees presented complete
reports, therefore it was not clear from them whetine auditees and the state
operated effectively.

Audit of Business Operation of the Health Insurdnsttute

In 2002 the Court of Audit completed two audits e tnstitute's business operation,
namely for 2000 and 2001. Besides testing the reguland completeness of the
financial statements, the audit, relating to ther @290, focused on the review of the
implementation of the recommendations defined by th&tGd Audit in the previous

years. The audit, relating to 2001, was intendeddoan integral review of the
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regularity of business operation of the Institutee implementation of the financial
plan, the allocation of pay and other bonusesteramployees, current expenditures,
current transfers and capital expenditures.

The Court of Audit expressed an opinion with reagons onthefinancial statements
for 2000,due to errors in recording and presenting thetgieom liabilities. In order

to be able to prevent disclosed errors and weaksésseporting, the Court of Audit
proposed changes to the system and to the legishatiich could provide conditions
for timely and correct preparation of the annuabrep

The Court of Audit expressed an opinion the regularity of business operatiam
2001 which stated that the Institute's operations westin line with the relevant
legislation. It was found that the Institute did mat in compliance with legislation in
several cases: after 1996 did not check the pdtése medical, technical instruments
on the market, eventhough the total purchase vatoeegled the limit, the suppliers
were not selected by public procurement procedune. Qourt of Audit assessed that
irregularities occurred mainly because of weakreésahe internal control system,
therefore the Court demanded from the managementitthiatprove the control
environment and the internal audit service.

Audit of Business Operation of the Pension and Disab
Insurance Institute

The audit of the regularity of business operationtld Pension and Disability
Insurance Institute for 2000 was undertaken in peration with external auditors.
The audit subjects were the financial statementsrmation system and data base.

The audit objectives were:

= to review the credibility of the financial statem&of the Institute for 2000,

= to review the compliance of income and expendituriés the purposes defined in
the financial plan of the Institute,

= to review the regularity of the presented resufistie business report of the
Institute,

= to review the existence and operation of the irgtecontrol system, the regularity
relating to approving payments to beneficiaries,

= to test the availability, safety, integrity, mainéace of the information system
and its compliance with the legislation relatinginformation systems and data
bases.

On the basis of the results of the audit, the ColiAudit expressed an audit opinion
on Institute's business operation in three paggasately on the financial statements,
on the regularity of business operation and orirtfegmation system and data base.

The financial statements of the Institwapresent true and complete picture of the

financial situation on 31 December 2000 and of #walts of the business operation
for the year which ended on 31 December 2000. Ttanéial statements comply with
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the Accounting Act. Eventhough the audit opinionsweositive the Court of Audit
stressed that there is a high negative value ofrt$teute’s fund (balance sheet on 31
December 2000) as a consequence of the unsettledikres from previous years
and short term incurred debts.

The Court of Audit verified theompliance between the Institute's business operati
and the relevant legislationVithout expressing any reservation, the Court oflifu
pointed out that the Institute provided the funolsgensions by taking loans at many
banks at the end of 2000.

On the basis of the findings relating to the infotiorasystem and data base for 2000,
the Court of Audit expressed the opinion which fiedi the management reports as
true and fair.

Audits of Business Operation of Municipalities

The Court of Audit considers auditing the state amshicipal budgets as the most
important tasks of the external audit practice. Whenliting municipalities the

auditors use the same audit methods, techniques aadumes for evaluating the
findings as when undertaking audits of the statgbu In the following paragraphs
the most common or the most important errors andutaegies from the audit reports
on municipalities (issued in 2001) are presented.

When reviewing procedures aidopting the municipal budget and the annual
financial reportthe Court of Audit found most irregularities in tidunicipality
Velika Polana. The mayor did not present a propfisathe budget to the municipal
council, neither did he ensure that the annuaritial report was adopted. The audit
showed that the financial statements did not presénie and complete cash balance
or position relating to the liabilities. The mosintmon errors that were disclosed in
many municipalities were related to the classifiaatd expenditures into budget lines
and accounts; to the recording and presenting \wnges and expenditures in the
budget year.

When testing the regularity of the business opaematif the municipality Velika

Polana in the period of the so calkednporary financingit was found that the decree
on extension of that period was not adopted bynthmicipal council but by the

mayor. Apart from that the municipality used more frithan allowed by the
provisions of the Public Finance Act.

The reviews of some data from the balance sheetesthtivat there were several cases
of incomplete records of the investments made in conaiinfrastructure.

The Court of Audit pays special attention tbe regularity of the budget

implementation It is considered one of the key audit objectiveébe following
irregularities were found by testing the reguladfypusiness operations:
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Implementation of the financial plan

Expenditures were higher than the amount defined thie budget; the
municipalities used more funds for investments thaamméd in the budget;
municipalities did not earmark enough funds to sdtik liabilities from previous
years (eight municipalities),

Reallocation of funds in the budget was implemem&tout appropriate legal
documents (one municipality).

Revenue

In one municipality the decision on the land rentuse of building grounds was
not adopted on time; in another municipality the rgas paid to the public utility
and not to the municipality,

One municipality did not have a programme for salassets, the prices were not
defined on the basis of official evaluation of asse

Employment, pay and bonuses

Employees who did not fulfil all conditions werecalated to work posts (years of
work experience, education) - five municipalities,

Six municipalities incorrectly defined the basic ppotient,

Seven municipalities allocated bonuses to the eyepl® unjustifiably,

One municipality incorrectly accounted for and pagtmbursements for business
trips, furthermore there were no evidence of thogenis or the data were not
correct.

Public procurement

There was no public invitation for tenders, eventyio the value exceeded the
allowed limit (four municipalities),

The procurement documentation did not include an lagmgtion of the
measurements or criteria and the methodology for tisgilone municipality),
During the tender selection procedure a municipalitgnged the conditions and
did not inform all tenders thereof (one municipality

In analysing bids the municipalities did not considédd measures which were
presented in the public invitation (two municip&i),

One municipality did not make a contract with thaderer, eventhough the
contract was necessatry,

The service provider was paid more than defingdercontract, but there was no annex
to the contract for additional work to be providdo municipalities),

There was no concession contract made between tmicipality and public
service provider which was not public instituter¢da municipalities),

When purchasing items of smaller value the municiealitid not follow their
internal rules (four municipalities).

Transfers
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The municipalities did not make contracts with beriafies or the contracts were
not made on time,

Subsidies to agriculture were allocated incoryectl

Individuals were allocated subsidies on the baspublic invitation which did not
meet the selection criteria nor the amount that veasarked for that purpose in
the budget,

Requests for subsidies were not analysed correéh#yfunds were allocated on the
basis of incomplete requests or requests which delieered after the final dates



for submission which were published in the publvitations, funds were
allocated for purposes which were not defined enghblic invitation.

Liabilities

A municipality can incur liabilities only in line wi the funds earmarked in the
budget, that rule was violated many times. Municijga incurred higher amounts of
liabilities than defined in the budget; or theycurmed liabilities for the following
year's debt without any legal authority. Most of #le municipalities incurred
liabilities in respect of investments before thedsinwere planned or approved in the
budget (five municipalities).

Incurring debts

The most common irregularity relating to incurrindptiewas: exceeding the amounts
allowed. There were cases where municipalities neclidebts before completing the
legal and financial relations to the newly estdtdid municipalities.

Granting loans

The municipalities should be protect investments becting funds to financial
institutions. In one municipality the mayor approvg@nting loans to himself and
another physical person.

Financing local communities

In one municipality financing of local communities svaot based on a municipal
decree or other legal basis, which define finana&nagement. In another
municipality the mayor defined measurements for thecalion of funds to the local
communities, eventhough he did not have the authfanitgtoing that.

Financing political parties
The Municipalities Dobrova — Polhov Gradec and NMezallocated funds from the
budget to political parties in the amounts whichemded the allowed limit.

Publishing journals

In the Municipality Dobrova — Polhov Gradec therergvirregularities relating to the
publishing of a journal (like: an editorial boardasvnot appointed, there were
differences in the number of paid and the numberiotgxl issues).

Regularity Audits of the Public Utilities
Regularity and Performance Audit of Eles for theideefrom 1998 to 2001

In 2002 the Court of Audit completed a regularity gretformance audit of the
public utility Elektro — Slovenia, Ljubljana (hereiafter Eles) for the period from
1998 to 2001, which was included in the Annual Paogme 2001 on the proposal of
the National Assembly.
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The audit examined the business operation of &belsfound that Eles purchased 97
per cent of all electricity and sold to the domestisstomers 93 per cent of the
available electricity in the period from 1 Janud888 to 30 April 2001. On the basis
of the assessment that there were no serious asdaciated with electricity trading
on the domestic market, the auditors focused onefpelarity and performance of the
business operation with foreign countries. The taindluded the business operation of
Eles with foreign countries in the period from 1 uJary 1998 to 30 June 2001 with
the following scope: leasing of power, import angh@n of electricity, trading with
electricity, leasing out transporting ways. The iauelviewed contracts made, issued
and received invoices, bookkeeping, business dociatiem data relating to the
daily electricity exchange with foreign countriesntry / exit lines, currencies,
guantities in MWh, costs, values and exchange time.

The results of the audit enabled the Court of Atmiéxpress an audit opinion on the
performance and the regularity of business operatitth foreign countries in the

period from 1998 to 2001. The audit reviewed thsifess operation of Eles with
foreign countries in the following scope: leasinfypmwer, import and export of

electricity, trading electricity, leasing out trgasting ways.

The Court of Audit assessed that Eles, in the pefriom 1998 to 2001, managed its
business operation with foreign companies in linghvégislation. Nevertheless the
Court of Audit pointed out that Eles made contrdotdrade with electricity in the
period when trading was allowed, but also in thegoewhen trading was not allowed.
That observation did not influence the positivenagm on the regularity of business
operation.

The performance audit showed that the businessatpe of Eles with foreign

countries was efficient except in two cases:

- when Eles incorrectly accounted for reimbursemiemtslectricity transits in 2000 and
2001. The Court of Audit assessed that Eles predeldss electricity for the
reimbursement for electricity transits,

- when Eles did not thoroughly follow the agreed @siand dates in accounting for
the electricity transit for the company Verbund {@0and 2001). Therefore the
profit was smaller and the Court of Audit asseskeddelays in issuing invoices as
not economic.

The Court of Audit found that the efficiency of ls&l and purchasing electricity was
lower (especially with the company Entrade) thanaherage efficiency of all sales
and purchases with foreign companies.

Audit of Business Operation of the Slovene Develogr@empany

In 2002 the Court of Audit completed audits of busineperation of the Slovene
Development Company for 2000 and 2001. The audite wadertaken on the basis
of the provisions of the Slovene Development Compaaly and the restructuring

programme. In both cases the financial statements swglited by a commercial audit
company, the Court of Audit undertook additional iegus of the regularity of

business operation.

42



The review of the financial statements, balancetsipeofit and loss statement, cash flow
statement for 2000 and 2001 showed true and fetngi of the financial situation on 31
December 2000 and on 31 December 2001. The caslstiédement and business results
were in line with Slovene accounting standardslegidlation.

The Court of Audit pointed out, in the opinion dretfinancial statements for 2001,
the events relating to the liquidation and redtmicg of the SDC which was
implemented in line with decision of the Governmeaddpted on 14 February 2002)
and the Programme on the liquidation procedures.

When reviewing the regularity of business operatiomas found that, in 2000, there
were deviations from the adopted financial plan ahdt the operational costs
increased compared to the previous year.

The Court of Audit expressed an opinion with readons on the regularity of

business operation for 2001, due to the followinggdularities relating to public

procurement:

= Purchase procedures, renting and ordering of bi#ndixed assets, intangible
fixed assets, material and services were not ahivapgemented in line with the
Public Procurement Act,

= When reviewing purchases of basic materials (95gesit of all purchases in
2001) it was found out that 33 per cent of purchaseere implemented
incorrectly,

= When reviewing purchase procedures, it was fountlttie Slovene Development
Company did not follow the regulations thoroughl®. Ber cent of all payments
reviewed were irregular (there was no supportingudeentation).

Regularity Audit of Non-commercial Public Services
Audits of Secondary Schools

There were five audits of secondary schools complite2D00. The schools were
included in the Audit Programme on the basis of psafgoreceived. Those secondary
schools were reviewed from the point of regulatiityee of them also from the point
of performance of their operation.

The Court of Audit reviewed the costs of busingssration and analysed occupation
of working posts, work load according to the orgation of work posts which was
developed on the basis of valid norms and standatasCourt of Audit reviewed the
efficiency of the implementation of other activiti@hich were not part of the regular
public service. Those services can be undertakender to create additional income.
The performance audit focused on the adult traininggramme and the most
important issues were: how adult training programnmérimuted to the efficient use
of school's capacities and whether the school oéthisufficient revenue to cover
operational costs. On the basis of the resultaiestionnaires and analyses, the terms
public service and own activity were defined. Thielitors were able to examine the
scope, content and recording of those activities.
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The audits of the selected secondary schools shtwecompleteness and regularity of
recorded revenues and expenditures relating tionjlementation of the public services.

Some of the most important findings relating to thgutarity audits were:

= Schools did not prepare financial plans (four st$)oo

= School paid the employees performance bonuses ifggale school),

= Some of the employees were overburdened which misbsthe provisions on
employment policy were violated, furthermore owvenet was paid on the basis of
contract based wages (two schools);

= Procurement of small value items were undertakergutegly (two schools).

The findings of the performance audits could be surs®drin the assessment that
the adult training which was implemented additionatiythe public service did not
have a negative influence on the educational progra for the youth. With the
additional training programmes for adults, the schowoiproved the efficient use of
their capacities, nevertheless there still remaoeagghcities which were not used. The
training programme was efficient also from the pecipe of obtaining income to
cover their costs. Additionally the schools impleteeinown activities and obtained
additional income which was used for developmentiammovement of capacities, in
that way the budget was relieved of some of thespres The Court of Audit
expressed an opinion that schools could obtaintiaddl funds by introducing new
programmes or by increasing the scope of programmestvities. In that way the
existing capacities of schools would be used evere refiiciently.

Audits of Health Centres

In addition to the audit of the Health Insurahretitute, the Court of Audit also carried out
three audits of medical service providers in 2002 Court of Audit undertook regularity
audits of Hospital I1zola and the Rehabilitatiostite of the Republic of Slovenia for
2000. The audit objectives were: to review the detapess and occurrence of the financial
statements and the compliance of operation withréevant legislation and also the
efficiency of purchases of the University Medicah@e Ljubljana for 2000 and 2001.

The audits ofthe Hospital 1zola and the Rehabilitation Institute thie Republic of
Sloveniaverified the occurrence and completeness of firdrstatements for 2000;
the audit opinion relating to the regularity oéithbusiness operation was expressed
with reservations.

The audit othe Hospitafound the following irregularities:

= in selecting a supplier of specialised apertures, ltospital did not consistently
follow the Public Procurement Act. Because the Htabplid not obtain two
comparable bids, the public procurement process ghwue been stopped and a
new one introduced;

= the Hospital did not consistently follow the PublRrocurement Act when
selecting suppliers of material, goods and senpcesgiders;

= in allocating bonuses for night shifts and reimbmsets for absence, the
provisions of the collective agreement were violated

= other irregularities were: unjustly allocated bagsufor functionaries, performance
bonuses for the manager in 2000, other illegal almes.
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The audit othe Institutefound the following irregularities:

= the Institute purchased goods to the value of 22tR6usand tolars (that is 1,4 per
cent of all expenditure in 2000) without publicitations for bids,

= the Institute provided their staff with a seniogtipwance as well as permanency bonus.

The Court of Audit undertook an audit of the e#iai use of funds for purchases and
services athe University Medical Centre Ljubljarfar 2000 and 2001. The auditors
reviewed 11 public procurement procedures, 9 costracade for purchases of
equipment, 39 contracts with service providers angwdblic procurement procedures
without public invitations for bids. The audit weeeking to address the following issues:
= whether the Medical Centre had defined its neeaplstely and thoroughly and whether
it managed selection of suppliers procedures iardrmlassure the selection of the best
tender,
= whether the Medical Centre exerted efficient contrer the implementation of the
contracts.

On the basis of the audit findings the Court of ifagipressed the opinion that the Medical
Centre should improve the efficiency of purchasifigere was no strategy, objectives or
methodology developed for the public procuremehner@fore the procurement procedures
were dispersed, the assessment criteria for tendlers not defined in detail, some
selection procedures were not implemented on tirdeagane not recorded properly. The
Medical Centre did not provide efficient monitoriofjthe contract implementation.

Other Audits

Privatisation Audits

In 2002 the Court of Auditcompleted four privatisation audits. The audit otijes
of all four audits were to review: the compliancéween the implemented procedures
and relevant legislation and the efficiency of ptigation.

The audit of the sale of shares of companies in02&0the Slovene Development
Company(herein after: SDC) identified the sale of shae$he audit subject. The SDC
obtained ownership of these shares through thefémamand restructuring of socially
owned resources. The audit reviewed three saleharks in detail, namely shares of
Adria Mobil d.o.0., Novo mesto, Izolirka d.o.o.,ubljana and Avto Ké&evje d.o.o.,
Kocevje. The auditors also examined the proceduralefd$ the SDC's receivables.

The objectives set by the SDC in the privatisatwocess were to continue with
operations, reduce the loss, retain staff and protbe investments. The total financial
impacts are not the appropriate means for assesngfficiency. The SDC, in line
with their business orientation focused on achiguime set objectives of the sales,
therefore the economy and efficiency of the salesevdefined as secondary elements
in meeting their performance. The approach descritiee was considered by the
Court of Audit as appropriate one. In assessingoiteome of sales, the Court of
Audit focused on the effectiveness of the impleme:sides.
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On the basis of the results of testing, it was tbtdmat the SDC managed sales in
accordance with the valid regulations and intermatructions with some minor

deviations. In the audited cases the funds usedifdancial restructuring and sale

costs were higher than the purchase prices. Thet 6GbAudit considered the incurred

costs were reasonable. The completed financialuetsting was effective in all three

companies, since the sale had a positive impactnoame, reduced the loss and
retained staff.

The audit of the sale of shares of the RepublBl@fenia in the Company Lesonit d.d.,
llirska Bistrica (herein referred to as Lesonit) atie audit of the sale of a part owned
by the Republic of Slovenia in the Company Fenik®d Zaleqherein after referred to
as: Feniks) were carried out at the Government ef Riepublic of Slovenia. The
Government is authorised to manage the real estdtether assets of the Republic of
Slovenia and for control over the work of the nimés. The Government decides on
capital investments in line with the programme dessef the state assets.

The subject of the first audit was the sale of 7G®.ordinary shares in theompany
Lesonit in connection with its reorganisation. Sloverggdme the owner of shares in the
conversion process when the receivables turnedarital of the company. On the day of
the conversion the shares represented 12, 34 pieofcthe basic capital of tHeompany
Lesonit. The subject of the second audit was the sale aifitaopvned by the Republic of
Slovenia in the Company Feniks in 2001 in connectigth its reorganisation. That part
represented 39 per cent of the total. The staténaot preferred equity in the company by
using bonds in the restructuring programme.

The audit procedures related to the reorganisaifdihe companies and the sale of
shares from the planning stage to the analysiseo$#lfe impacts. The evidence for the
audit opinion was obtained through testing the lagy and the efficiency of the
Government's activities; by collecting informationthe ministries and from legal
persons who were involved in the sale.

The results of both audits enabled the Court ofiAtedexpress an audit opinion on
the regularity of business operation. It is cleanf the opinion that the Government
managed and implemented the sales in line with thid wald relevant regulations.

The sales were included in the programme on theofdlee state assets for 2000, the
sale methodology was selected in accordance wétlvalid legislation.

When assessing the efficiency of the sale of Lestaires, it was found that the income
from the sale and from the investment and from deints exceeded the State's inputs.
The Government achieved appropriate efficiencyhi@ procedure of obtaining and
selling the shares, i.e. the efficiency in relatlmetween the inputs and impacts. The
selling price for a share was for 9 per cent highan the planned one and was 17 per
cent higher than the book value. The costs of éteewsere reasonable. The Government
set the basic selling price above the market valbegh was defined by the professional
valuer, and it was successful in reaching thatingelprice. The objective of the
Government was to provide additional funds for thelget and the objective was
reached. Although the selling price was reachiedpinpared to the one planned in
1999it was for 18 per cent lower. That means thebthjective of the Government was
not completely reached.
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The benefits of the sale of the part in the Compgaanyiks exceeded the State's inputs.
The Government achieved appropriate efficiency m pnocedure of obtaining and
selling the part. The costs of the sale were resdenThe minimal conditions for sale
were implemented but those were not the appropeiétria for the assessment of the
effectiveness of the sale. Due to that limitatioa @ourt of Audit could not express
the opinion on the effectiveness of the sale.

The audit of the allocating of a concession for the wdethe radio frequencies
spectrumfor services UMTS/IMT-200¢herein after known as the concession) was
carried out at the Government. It was the Governméiotdecided on the selection of
the concessionaire and on defining conditions aondgalures for the allocation of up
to three concessions. The audit subject was theadibn of the concession for the use
of the radio frequencies spectrum for services URNNI$-2000, which was
undertaken by the Government in 2001. The auditgutoes related to the complete
procedure of concession allocation (from the prejmaraf proposals to the paying of
the concession fee).

When designing an audit opinion, the Court of Audinsidered the limitation
relating to the obligations of the concessionaireich were not overdue by the end of
the audit process, therefore the auditors werablat to review their implementation.

The audit verified that the Government managed amglemented the procedure of
allocating the concession in line with the validlaalevant regulations.

The procedure of allocating the concession wassasdeas efficient, considering the
concession fee. The income from the concession feeeguivalent to the planned and
comparable to fees in other European countries. ciis¢s of that procedure were
insignificant if compared to achieved income.

Auudit of the Regularity of Business Operation offteel Cross Slovenia

The regularity audit of the Red Cross Slovenia 1899, 2000 and 2001 included a
review of the financial statements, of the regwamf business operation and
procedures of granting and raising loans on théskighe financial statements from
1995 onwards. The audit subject was the reviewhefliookkeeping records from
1997 on, because the records must be kept for 5 yeaprovided by the Rules on
financial management of the Red Cross Slovenia.

The audit showed that the balance sheets (fromegl 1999, 31 Dec. 2000 and 31 Dec.
2001), the profit and loss statement for the pefioch 1999 to 2001 and the business
operation results did not present true and faiupgcof the financial situation of the Red
Cross. The negative audit opinion on the finarstaements was the result of the incomplete
presentation of business events, which were notded in the books, and the use of funds
contrary to the plans. It was found that funds esgkethfor humanitarian programmes
were not used only for that purpose but also fbepbperations of the Red Cross.

The Court of Audit found out also that re-allocagoof funds between programmes
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were carried out without the approval of the bedi¢ the Red Cross. There were
some programmes which did not have the clearly défaréeria for allocation of
funds . Such criteria are necessary in order tocate funds between the programmes
and administrative costs of the Red Cross.

Due to the fact that there were many irregulariigentified, the Court of Audit

expressed a negative opinion on the regularityusiriess operation of the Red Cross.

The Red Cross acted contrary to the valid regulatighen:

= making contracts, and it incurred unjustified ligkk related to establishing
companies;

= investing into company Slork d.d., Ljubljana (reatate which were obtained for
humanitarian projects);

= the secretary general of the Red Cross took uposdign at Slork d.d., Ljubljana,
represents incompatibility between his office drelgrofit-making activity;

= not implementing provisions of the contracts andprotecting their profit;

= not using funds for activities which were plannedi @llowing transfers of funds
between programmes;

= not defining ownership related to obtained propried certificates;

= incorrectly accounted for and paid salaries to rgara and incorrectly accounted
for and paid compensation for the dismissal of tleeetary general,

= investing funds raised for humanitarian project® iestablishing the company
Slork d.d. Ljubljana; when lending the funds toestikompanies what is contrary
to the purpose of the Red Cross.

The Court of Audit issued a demand to the Red Cimsake action. The authorised

bodies were asked to implement the necessary &siviar repayment of funds which

were unjustly paid to secretary general, managerardtothers; to assess the real
estate owned by the Red Cross, to introduce theeaorecording of business

transactions in the books and to assure that tkhle(Ress properly presented received
and used funds in line with the planned humanitgpiagrammes.

Environmental Audit

In 2001 the Court of Audit undertook its first emvimental audit. The objective of
the audit was to review the regularity of the us&unds for the implementation of the
monitoring programmes. The auditors also reviewedniérhational agreements
relating to nature protection had been followed.e Thudit report on the
implementation of the first and second point of é&i9 of the Convention on Co-
operation in the Process of Protection and Permablset of the Danube River
(hereinafter: Danube Convention) was issued atb#ginning of 2002. It included
reviews of the regularity of procedures relating ttee implementation of the
monitoring programmes in 1999 and 2000. The audit seased out at the Ministry
of Environment and Spatial Planning, its constitubaties: Hydrometeorological
Institute of Slovenia, Nature protection Authoritpspectorate of the Republic of
Slovenia for Environment. The Ministry of Environmiewas monitoring the
realisation of the Danube Convention, which waHieatby Slovenia with the Act on
Ratification of the Convention on Co-operation dermanent Use of the Danube
River.
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The countries that signed the Danube Conventiomechout monitoring on the basis
of the common EPDRB programme (Environmental Programminéobanube River
Basin), which was authorised by an internationammission. There were 13
countries involved in the programme, among thenR&eublic of Slovenia.

The audit reviewed the regularity of use of funds the budget line5010 — Water
quality — monitoringand6824 — International water monitorinfgr 2000. The funds
for the budget line6824 were allocated for monitoring in accordance with the
demands of the Danube Convention, for contracts vetternal experts, for
monitoring on the border with Italy. The funds foetbudget lin&010were allocated
for monitoring, reporting, maintaining, data baseoperation with the international
group ATH (Association of Tracer Hydrology).

The Court of Audit found that the use of funds filwe emission monitoring

programmes was not correct in all material aspettsrefore an opinion with

reservations on regularity of funds use was expresBregularities related to: the
procedures of public procurement for the realisatbrwater emission monitoring

which took several months before the contracts weesle between entities for
monitoring and the Hydrometeorological Institute; démel earmarked budget funds for
2000 which were based on the signed contracts en eimission monitoring

programmes from 1999, were not recorded.
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Developmental Initiative of the Court of Audit

Twinning Project

The Twinning Project at the Court of Audit is thesult of many years of successful
co-operation between the supreme audit institutmfnthe United Kingdom and the

Republic of Slovenia (the National Audit Office atite Court of Audit). The project

was launched in September 2000, and both institsitiwere committed to achieving
the goals in two years. In order to achieve theeabje of developing the audit of
public spending in Slovenia the project was orgaohifo cover two key areas of
auditing: the development of the audit of operatlaregularity and the development
of the audit of operational efficiency.

The Twinning Project was successfully completed iapt8mber 2002. The

development and modernisation of auditing has aleenbaccompanied by the
preparation of a manual and guidelines with the luélwhich the audit procedures
will be brought fully into line with the standardpplied in the member-states of the
European Union. The manual will be formally issuad amplemented in 2003.

Following the completion of the first Twinning Profethe Court of Audit decided to

continue the co-operation with the European Uniot #@ok the opportunity to apply

for funds for a second project. The second TwinnPi@ject consists of four

components which are referred to four areas in otdefurther strengthen the

Slovenian Court of Audit. Each component will be ierpknted in co-operation with

one of the four distinguished audit institution®nfr the European Union. The

components are:

= to develop the capacity of the Court to examineRbsults Based Budgets of the
Slovene Government

= to develop the capacity of the Court to carry offeaive audits of local
government institutions,

= to carry out effective audits of the final benedidés of Slovenian and EU public
expenditure, specifically as regards State Aid amdnts and subsidies to
individuals

= to develop the Court's policy and approach in tlghtfagainst fraud and
corruption

The first component of the Twinning Project will ingplemented in co-operation with
the National Audit Office of the United Kingdom, tsecond component with the
Audit Commission of the United Kingdom, the thirdngoonent with the NAO —
Denmark and the fourth one with the Spanish Caubtualit.

The objectives set up by the Court of Audit areftilewing:

= improved professionalism and functioning of the CaifrAudit of Slovenia, with
particular reference to strengthening Court's irdersystems for strategic
planning, resource management, monitoring and evatyat

= skilled staff able to undertake the audit of graard subsidies to final beneficiaries;
the audit of local authorities and the examinatibResults Based Budgets;
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= clear policy and guidelines on the role of the Camrthe fight against fraud and
corruption;

= practical guidelines or manuals, based on Europeerdards, specifically related
to the audit of the recipients of State Aid, restilased budgeting, fraud and
corruption and local government based on Europeamdatds in the respective
fields; and

= increased communication and co-operation with theidty of Finance.

Guidelines

One of the requirements of the Court of Audit, whediting the use of public funds,
is to implement its working directions and methodser€fore the Court of Audit can
issue guidelines which define rules and directiti@lementation of each audit phase
within the audit process. The guidelines must bedas the provisions of the Court
of Audit Act, the Rules of Procedure (Official G#eeof the Republic of Slovenia,
no. 91/01) and the Directive for the implementatiérauadits (Official Gazette of the
Republic of Slovenia, no. 41/01).

In 2002 the President of the Court of Audit isswsxl guidelines: Guideline on
Materiality, Guideline on Audit Process, Guidelioe Audit Planning, Guideline on
Field Work, Guideline on Reporting and Guideline Quality Assurance. The
guidelines prescribe procedures used by the Courudit for auditing public
expenditure, income and business operation of pudbfids users. The guidelines as
well define instructions for implementing audit task

The guidelines are in line with each other, witle #hudit Manual of the Court of
Audit and with the auditing standards adopted leyNember States.

Manual

In order to achieve its mission — to develop a wedpezted professional organisation
producing relevant and timely reports on the way th@ Government has used
taxpayers money and to enable the auditors to impletheir responsibilities in the
available time - the Court of Audit prepared a deaitlit manual.

The Manual includes very detailed instructions dlibe use of directions presented in

the audit guidelines. The endeavour of the CourAudit, which is presented in the

manual, is that the audits achieve the desired impagh quality and reliability of

the audits. The manual's structure presents the pratiedures in a detailed way. The

auditors will be able to use the manual when:

= planning and implementing audit tasks in order tobendahem to express an
opinion on financial statements of the auditee amd compliance between
business operation of the auditee and the legisiati

= identifying and appropriately managing risks whadtur during the audit work,

= implementing audits in efficient and effective way,
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= providing reasonable advice to the auditees asagedin insight into implemented
audit in order to improve the quality of the pubilinds management,

= presenting the way the audits were implemented lmdesults of the audits in a
clear way,

= introducing unified grounds for the exchange déringlly developed skills.

The Court of Audit exchanged experience in prepamatof the audit manual with
other Supreme Audit Institutions. The National Au@ifice of the United Kingdom
assisted the Court of Audit in developing the amd#nual in the Twinning Project.
The Court of Audit also attended workshops and samiorganised by the European
Court of Auditors and SIGMA (Support for Improvemeim Governance and
Management in Central and Eastern European Countfiee Audit Manual is one of
the most important foundations for implementatiomwadit work, therefore the future
training of the auditors shall be based on the manua
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Training and Employment

Preparations of the Training Programme to Obtairdit\Titles

One of the objectives of the Court of Audit is tosdiep the professional skills of the
auditors for the implementation of more demandingtaagks. Therefore in 2002 the
training project for obtaining the titles "stated@ar" and "certified state auditor" was
introduced.

The title "state auditor" must be obtained by awditwho are allocated to the work
posts of principal auditor and senior auditor. hasaditors must already have enough
audit experience or can obtain them in 2 yearset@lbbcated to work post which
demands the audit title. As anticipated there val28 auditors who will participate in
the training for the "state auditor". Auditors whre allocated to the work posts of the
deputy to the Supreme State Auditor must obtainitleecertified state auditor. There
will be approximately 25 auditors who will partictpan that training programme.

The project shall continue in 2003 and 2004. Itudes two parts. The first part
comprises the preparation of the rules on trainimgg@amme and on issuing
certificates for state auditors and certified s&teitors. The rules define conditions
for obtaining the certificates and the traininganigation. The second part comprises
activities referred to the organisation and tragnimplementation and to awarding the
titles. In 2002 the first part of activities washgpleted.

The training programme for the titles "state auditand "certified state auditor”

consists of:

= common part which includes general topics relatinguditing,

= collective part which includes skills and knowledbat are necessary for the state
auditor and internal state auditor and

= specific part which includes specialised skills ambwledge necessary for the
implementation of external audits.

The three parts described above were planned impeoation with the Ministry of
Finance in order to enable the auditors to usekit@ined skills for other professional
titles. Figure 17 shows how the skills and titles linked.

Figure 17: The training programme structure

Common part Collective part Specific part
State auditor R State e_xternal N State e_xternal
> auditor . auditor
Commercial State internal State internal
auditol auditor auditor

53



The training programme for obtaining the title "deetl state auditor” is an upgrade
of the preliminary training programme which strengthethe skills needed for
organising and managing the most demanding auditsidicpgfunds.

Other Forms of Training

The Court of Audit undertook a commitment to keep auditofsrmed about the
latest developments on the area of auditing, whiebulted in a seminar organised
with the Slovene Institute of Audit in June 200ZheTseminar on new Slovene
Accounting Standards was attended by 59 auditors.

In December the Court of Audit organised trainingsdéor the Court which were
attended by 92 employees. The programme includefibllogving topics:

= the public procurement,

» the audit assurance model,

= the materiality of disclosed irregularities or es,or

= the new tasks of the support services.

There were seven employees at the Court of Audit adub contracts for training to
obtain a higher grade of education or an acadetigc ti

In 2002 the employees attended various seminarstidi&®. At the seminars they
improved their skills; one fifth of the seminars wesrganised abroad. Most of the
staff at the Court of Audit were involved in theawear Twinning Project that was
completed in August 2002.

Employment

In 2002 the employment policy of the Court of Audésnoriented towards employing
new audit staff, mainly for the more demanding virogkposts.

Eventhough the Court of Audit intensively focused acquiring new staff, only two
contracts were made for the most demanding work poativisors to the president. In
2002 also two trainees for auditors were employexir hew employees joined the
support services, because of the longer absenempibyees or to replace those who
had left the institution. There were, in total, @iployees at the Court of Audit at the
end of 2002: eight employees made new contract§amdemployees left the Court.
The number of employees increased for 3,9 per cetwden 1 January 2002 (102
employees) and 31 December 2002.

In 2002 the stuff turnover represented 3,6 % (#lation between the number of
employees whose employment contract expired in 2002, the number of
employees at the Court of Audit on 31 December 200tpmpared to the previous
three years when the average staff turnover reprede’,8 %, it could be concluded
that the employed population is stabilising.
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Table 6: Composition of staff at the Court of Aulljt education at the end @003.

The level of education or an academic The number of employees Structurein per cent

title

on

31 Dec. 2002
Ph.D. 3 2,8
M.A. 10 9,4
University degree 75 70,8
Higher education 4 3,8
Secondary education 13 12,3
Vocational education 1 0,9
Total 106 100,0

The educational structure at the Court of AudiRD02 was: university degree and
academic titles 83 per cent, higher education 88cpnt, secondary and vocational
education 13,2 per cent. Table 7 shows the allmcaii personnel according to the

area of work in 2002.

Table 7: Composition of staff by function

Area of work The number of Structurein per cent
employeeson
31 Dec. 2002
M anagement 9,4
= Member 3
=  Supreme State Auditor 6
=  Secretary of the Court 1
auditing 63,2
= Adviser 6
= Assistant to Supreme State Auditor 20
=  Principal Auditor 16
= Senior Auditor 25
Support 27,4
= Secretary 11
= Other employees 18
Total 106 100,0

Due to the demanding audits included in the AniRrabramme, it was necessary to
change the structure of working posts. Therefoeentimber of advisors increased.

Twice a year there were reviews of performance edraut, in order to assess the
quality of undertaken work. In accordance with tlesults of the reviews, seven

employees were promoted.
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| nternational Co-operation

Co-operation with Other Institutions

The Twinning Project, which is described in detail mage 50, is no doubt the most
important element of the co-operation between tharCof Audit of the Republic of
Slovenia, the European Union and the National AGQdfice of the United Kingdom.
The project involved most of the auditors at then€of Audit.

An important part of the interinstitutional co-opioa is represented by training
programmes and seminars, workshops and courses whale attended by
representatives of the Court of Audit. In 2002 ttyegmployees of the Court of Audit
attended such training programmes.

The Court of Audit each year strengthens its caatmn with the European Court of

Auditors who together with the SIGMA organises pssional discussions and

seminars for Candidate Countries. The purpose df sliscussions is to co-ordinate
and unify activities of the Supreme Audit Institutioin Europe. Those seminars are
held each time in another country which is a hésh® meeting. In 2002 the Court of

Audit actively participated in several seminars amikshops.

In Bulgaria and Poland there were preparationgléselopment of an audit manual.
The Advisor to the Second Deputy President attermaedworkshop and the Second
Deputy President attended another workshop wher@dsented the paper on quality
assurance in the audit process at the Court oftAudi

The European Court of Auditors organised the semamaauditing the use of EU
funds which was held in Luxembourg. The seminar vitemded by three auditors of
the Court of Audit. The European Court of Auditomnd the Court of Audit co-
operated also on another level: the European @duktditors requested the Court of
Audit to implement the audit on the efficient useRdfare funds — assistance to the
Candidate Countries to manage Structural funds. &ucgor of the European Court
of Auditors co-operated with the Slovene audit téangconcluding the Audit on the
efficient use of Phare funds in Slovenia.

In 2002 the team which operates within the INTOSAévBlopment Initiative
organised a seminar Instructional Techniques Workstituch took place in Krakow.
The Advisor to the Second Deputy President whand#d the seminar in 2001, was
again among the participants. After the conclusibthe seminar she was selected as
a lecturer, therefore she was sent to additibaaling which was held in Norway. In
autumn she was leading the seminar in Tallinn tagethith other lecturers. The
seminar was attended by two other auditors from thet®f Audit. The topics of the
seminar were financial audits and detecting frawdi@mruption.

In 2002 the European SAls gathered twice to dstlis international environmental

audits. The environmental audits are becoming modenaore important topic, since
the pollution is a problem which is faced by mosthe countries, so the SAls join
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strengths in implementing such audits. The findin§me of the environmental
audits, which was implemented also by the Court aoflif were discussed at the
meeting in Paris. The President of the Court of Aattended that meeting. Another
seminar referred to environmental audits was hel®dland and it was attended by
the Supreme State Auditor and the Deputy to Supreate Suditor.

The Court of Audit has a well developed relatiorithwhe Austrian Rechnungshof. In
2002 there was a seminar held in Ljubljana which masaged by the auditors of the
Austrian Rechnungshof. The topic of the seminar aadits of public utilities. The
President of the Rechnungshof participated in émeiizar.

Representatives of the Hungarian and Slovene Supferdi Institutions met at the

meeting in Budapest in September 2002. They agreewl in@ implementation of the
parallel audit on the railway line construction wlhiconnects the countries. The
representatives gathered again at the end of tAeigeHungary to co-ordinate the
audit approach and the presentation of the auslifte

The SAI of the United States of America in co-opierawith the Hungarian Supreme
Audit Institution managed the seminar on performangdita. The seminar was held
in Hungary and it was divided in two parts. Thestfipart was attended by three
auditors and the second one by two auditors o€Citnart of Audit.

The Court of Audit established a co-operation aléh the National Audit Office of
Denmark. The auditors of the Court of Audit visitedice the NAO where they
discussed the post audit reports and became acedaiith the work at the NAO
Denmark.

The National Audit Office of the UK organised thesrgnar on the privatisation audits
which was attended by the Advisor to the SeconduBepresident. The National
Audit Office of the UK each year organises the rinégional training seminar which
was participated by one auditor of the Court of i\udlhe Advisor to the President
undertook the working visit to the NAO, where shgers some time on the
International department and Public relations depamnt, she became acquainted with
the organisation of the library and tasks refetcesletting up an intranet.

Other Forms of International Co-operation

The scope of the international co-operation incrase2002 if compared to the

previous years. The key reasons for that werenat®Emal activities referred to the pre-
accession process, entrance into the European Wmdmew tasks of the Court of
Audit after the EU accession. Several multilatenaktings as well as bilateral working
visits were organised for that purpose. Apart friwat there was regular co-operation
between the Court of Audit and international orgations — INTOSAI and EUROSAI.

The most important international event was the EURDS#ngress, which was held

in Moscow in May 2002. The Congress was particighdnte four representatives of the
Court of Audit. The President of the Court of Audiesented at the Congress a well
received paper: Auditing the State Budget Executittiow we do it in Slovenia.
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The preparations for the Congress were completeddy in March 2002, when the
President of the Court of Audit, who is a membethaf EUROSAI supervisory board,
attended the yearly meeting that was held that ye&enmark. At that occasion he
visited the National Audit Office of Denmark.

In April there was the co-ordinative meeting of trepresentatives of the Central
European and East European countries, Cyprus, MattaTurkey, which was held in
Malta. The purpose of the meeting was to plan thieites of the working group. The

Advisor to the President attended the meeting.

At the conference of the Candidate Countries, whiak held in Prague in May 2002,
the representatives of the Supreme Audit Institgtiemxchanged experience on
preparations for accession to the European Unighoannew tasks of the SAls after
the accession. The President of the Court of Aadd the Pre-accession Advisor on
mission in Slovenia participated in the conference.

In 2002 Slovenia became a member of the INTOSAI \ivigrgroup on Privatisation.
The meeting in Oslo (in June) was attended by the®@k Deputy President of the
Court of Audit.

The EUROSAI organised the first meeting for the Wagkgroup on IT in Haag in
September 2002. The meeting was participated by tivésér to the President.

In Luxembourg there were two important meetings:fitst one, which was held in
October, was organised for the representativeBeoBiAls of the Candidate Countries
and Member States; the second one, which was héldwember, was organised for
the Presidents of the SAls. The subject of both imgetwas preparations for new
tasks of the Supreme Audit Institutions. The firsetitgy was attended by the Advisor
to the President and the second one was attendeldeblresident of the Court of
Audit.

In Brussels the European Commission organised tosdéitond time a workshop with
the title Single Audit? The workshop, which was chéh November 2002, was
attended by the President and the Advisor to tkesi@ent of the Court of Audit.

V India there was a meeting of the INTOSAI CommitteelT Audit in November
2002. The Court of Audit is a member of the Committeerefore the representative
of the Court of Audit participated and presentesl ridgport on the seminar, which was
held in Ljubljana in 2001.

The President of the Court of Audit attended the tingeof the presidents of the
Central European and East European, Cypriot, Makesl Turk SAls which was held
in Bucharest in December.

The delegation and the President of the NationalitA@ffice of Denmark paid the
Slovene Court of Audit a working visit in Octobed@. The representatives of the
SIGMA visited the Court of Audit twice. The SIGMAanitors the work of the Court
of Audit for several years and reports to the EGhenprogress of Slovenia in meeting
the demands referred to the external audit on teefipublic funds.
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