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1T FOREWORD

1.1

Providing independence of cornerstones of leg-
islation may be compared to the roots of a tree.
The more deep-rooted the more strong and solid
the tree — in case of independent state bodies this
means stronger and more solid state. This is the
precondition which enables state bodies to effi-
ciently exercise their powers and thus bring benefit
for the pursuit of interests of the citizens. Similar
to other independent bodies also the Court of
Audit warns about the provisions of the regulations
concerning public finance that should not inter-
vene with the autonomous and independent po-
sition of the concerned authorities in a way not in
line with the constitution, specifically in the part
pertaining to budget preparation and expenditure
implementation withholding, since this can con-
siderably interfere with financial autonomy of the
bodies and affect smooth implementation of their
operations. Financial and overall independence
of the Court of Audit enables implementation
of efficient and objective control over the use of

public funds.

The role of the Court of Audit in today’s fast-chang-
ing society is thus to timely respond to key public
finance challenges. When setting up the annual
programme of work for the exercise of auditing
powers, the Court of Audit, aside from its statuto-
ry obligations, considers the materiality of users of
public funds as well as risk of irregular or unsound
operations, possible outputs of control, strategic
guidelines of the state, and received initiatives of
the National Assembly, individuals, and other bod-
ies, associations or groups. Therefore, among the
key selection criteria are areas not being previously

audited and current media publications.

Opening address by the President

The tasks of the Court of Audit include also the
assessment of the changes of circumstances during
the implementation of the annual programme of

work for the exercise of auditing powers.

As regards the selection of audits it is undoubtedly
necessary to mention that the past two years were
somewhat shaped by the elections which directly
results in the increased number of mandatory au-
dits of election campaigns, enhances the Court’s
advisory role in the field of financing of election
campaigns and political parties, as well as increases
the number of audit initiatives pertaining to this
matter. This upward trend is expected to be con-
tinued also this year due to elections of members
into the European Parliament. While carrying out
its tasks and activities, the Court of Audit estab-
lishes that certain provisions of the Election and
Referendum Campaign Act are either unclear or
need to be considered with some common sense
and thus, in our opinion, require amendments
in certain parts. We will present this issue to the
competent ministry upon the completion of the

audits of election campaigns.

In our audit reports we also give other recom-
mendations for amending and supplementing

systemic solutions pertaining to individual fields
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of public sector operations, e.g. meeting objec-
tives of public-private partnership introduction,
systemic regulations in the field of organisation,
operations and financing of local communities,
public procurement, healthcare services, education
and sports, infrastructure and spatial planning,
environment and forest management, as well as
sustainable development. It should also be noted
the need for altering the approach to the auditing
of commercial public service providers. It is to bear
in mind that the Court of Audit neither has the
auditing powers in case of companies where the
Republic of Slovenia directly or indirectly holds
a 50-percent capital share and at the same time
cannot be established whether it holds the majority
of the voting rights, nor is competent for all those
companies founded by respectively with majori-
ty ownership held by local communities. All the
aforementioned proposals for amendments are
aimed at providing control, namely to promote

efficient use of public finds in future.

Notwithstanding the specific characteristics of the
previous year, the Court of Audit will continue
to focus on audits which decisively follow the
principles of sustainable development and social
needs, and warn about irregularities or inefficien-
cies from different aspects — from demands im-
posed by the changing environment, the necessity
of ensuring efficient healthcare services, systemic
approach to financial regulation of local self-gov-
ernment, national institutions and commercial
and non-commercial public service providers to
responsible spatial planning, balanced system of
demographic change, well-functioning I'T systems,
effective management of European funds absorp-
tion, and other demands. In the issued 62 audit
reports and 2 summary reports which considered
102 auditees there were 689 corrective measures
implemented in 2018 (528 corrective measures
in 2017), of them 550 already during the imple-

mentation of the audit. These figures indicate the

strong, even higher response of auditees during the
implementation of the audit compared to the year
2017 with 372 corrective measures implemented

during the implementation of the audits.

In 2018, the Court of Audit received 383 initiatives
for the implementation of audits, which is com-
parable to the year 2017. For several consecutive
years, individuals and groups of individuals have
been standing out according to the number of
initiatives. The anonymity trend is still in decline,
which could be interpreted that the confidence
in the institution has risen. Less initiatives were
received from different legal entities (companies,
institutions, public companies, institutes, societies
and associations) and local communities, while
the number of initiatives made by the ministries
and their subordinated bodies is about the same.
Compared to the year 2017 in which there were 16
initiatives made by the National Assembly, there
were only 5 such initiatives in 2018. Another
alarming fact is also that in 2017 the National
Assembly and the National Council considered
17 audit reports issued by the Court of Audit at
its committees, commissions and plenary sessions,
and only 9 in the year 2018. We hope for the
number of the audit reports considered to increase
in the future since we establish that the auditees
often see the period for the preparation for the
consideration in the Parliament (or directly after
it) as a motivation for carrying out activities for
improving regularity and/or performance of their

operations.

Although the advisory role of the Court of Audit is
often given less attention than it should be, mostly
due to those audit reports which received greater
response from different audiences, 168 written re-
sponses in the past year clearly indicate the need of
the public sector to be given guidelines for its work,
with which the Court of Audit undoubtedly pre-

ventively affects the management of public funds.
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In the future we strive to focus on those fields of
operations of the users of public funds where all
the imposed corrective measures were not or will
not be (fully) adequate and where auditees planned
such corrective measures which could improve

their operations in the medium term.

We thus refer to monitoring the effects of requests
and recommendations after the elapse of a cer-
tain period. Besides publishing audit reports, the
Court of Audit last year published 26 post-audit
reports, where it assessed 139 corrective measures.
91 measures were assessed as adequate, 30 as par-
tially adequate and 18 as inadequate. Nevertheless,
we endeavour that our findings could provide for
the fulfilment of corrective measures also after ex-
piry of the 90-day statutory deadline defined for
the submission of a response report, which at the
moment within the existing legislative powers is

unfortunately not possible.

When discussing the existing legislative framework
of the Court of Audit, we must touch on the sensi-
tive but very important issue of sanctions imposed
by the Court of Audit. In order to effectively rem-
edy irregularities that occurred in the past and to
efficiently give directions to new actions the time
has come to thoroughly reflect about the legal
powers of our institution and primarily about the
need to amend the Court of Audit Act. Increasing
the control function, efficient sanctions, better
transparency of public finance issues, fruitful co-
operation with other bodies and other necessary
improvements are of key importance in the fur-
ther development of systemic solutions and (not)

following legal provisions.

Namely, we had to toe the line of certain amend-
ments within the current legal framework. In
the field of communications we began to oper-
ate beyond the limits of known and established
model and thereby adjusted to the new reality

of the society. Not only to provide for the trans-
parency of the work of our institution, but also
to enable timely and representative reporting on
our findings, problems and challenges in order
to achieve the effects of our work. Digitalisation
and on-line information have changed our ways
of lives, thus the Court of Audit tries to follow
those trends. This also being the reason for setting
up new website of the Court of Audit in 2018 that
includes faster and up-to-date forms of function-
alities providing for better access to and review of
contents. We are especially proud that thorough
and radical modernisation of the website is ba-
sically the fruit of the cooperation between our
employees. Media response to our work is the way
to bring the issues closer to the widest public and
at the same time to strengthen awareness thereof.
Modern, fast, simplified and visual communica-
tion with the public was extremely well accepted,
last year we recorded almost 5,000 publications,
representing an increase regarding the year 2017
when there were 3,800 publications. Press releases
including not only a summary of an audit report
but also an infographic of our findings make our
reports, which are complex and overflown with
data, more public-friendly. They are being regu-
larly published also on social media. In 2018, we
posted 84 messages on Twitter, 81 on Facebook
and made available 5 new videos on You Tube
about our audits and our work, thus 1,778 views

were recorded in 2018.

Thanks to new communication mechanisms, to-
gether with sustainably-oriented issues mutually
interlinked in terms of content, we are becoming
more attractive also in the international sphere.
Last year, the Court of Audit made several ap-
pearances as most active audit institution on the
relevant international stage. We played visible
and important role in organising, heading and
in providing presentations at the annual meeting
of the Supreme Audit Institutions of EU Member

The Court of Audit of the Republic of Slovenia | Annual Report 2018 13



States; as one of three SAls we actively participated
at the founding Auditors Alliance Meeting and
at other events within the Anti-corruption and
Integrity Forum organised by the Organisation
for Economic Cooperation and Development
(OECD); on the basis of the agreement between
the SAI Malta and the Court of Audit we success-
fully implemented the secondment of the auditors
from two institutions in order to exchange audit
practices. Highly active and recognised role of the
Court of Audit triggered several successful bilateral
meetings which also substantially contributed to
strengthening of international relations in the field
of auditing. In 2018, the Court of Audit attended
29 meetings with foreign representatives, namely
there were 23 meetings held abroad and 6 meet-
ings organised in Slovenia. A year before there
were 18 such meetings, of which 3 were organised
in Slovenia. The events were actively participat-
ed by 28 representatives of the Court of Audit,
who took part in the sessions by 20 presentations,
considerably more than previous year when there
were 9 presentations. The Court of Audit host-
ed 6 delegations from abroad, i.e. from Bosnia
and Herzegovina, Malta, Macedonia, Congress
of Local and Regional Authorities of the Council
of Europe and OSCE/ODIHR. The Court of
Audit also published 3 articles in the INTOSAI
and EUROSALI international publications.

In addition to gaining international experiences,
the employees of the Court of Audit extend and
develop their knowledge and skills through other
additional education and training mostly based on
experiences gained during the implemented audits.
Among 131 employees of the Court of Audit there
are many younger colleges and therefore in 2018
the training for obtaining the title state auditor as
defined by the Court of Audit Act was successfully
completed. The training commenced in 2017 and

18 employees joined the programme.

The strength of a tree depends on the intercon-
nection between the mission and motivation as
perceived by the employees and applied at their
work. Employees of the Court of Audit represent

the vital element of the institution.

Therefore, I am very happy that the recent agree-
ment made it possible to promote public servants,
which brings about, nevertheless minor, but pos-
itive changes within the payment system grades
compared to some funds, agencies and commer-
cial companies owned by the state. However, it
opened an important issue of balance regarding
salaries of head officials, namely their salaries are
at the moment not benchmarked with their level
of responsibilities. The approach to remedying the
situation, where evaluation of work performed by
public servants exceeds the evaluation of work of
head officials or the senior staff, is inevitable since

this is not the case only at the Court of Audit.

When watching over public money, we care for
our future. Bearing this in our minds, we planted
a tree in front of our building at the end of last
year. The tree is a donation of our employees. By
this symbolic act we expressed our care for future

generations.

Tomaz Vesel,

President of the Court of Audit
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1.2  About the Court of Audit

1.21 Powers

Article 150 of the Constitution of the Republic of
Slovenia provides that the Court of Audit is the
highest body for supervising state accounts, the
state budget and all public spending. Under the
Constitution, the Court of Audit is ensured the
highest level of formal independence, in accord-
ance with the provisions of the Lima and Mexico
declarations of the International Organisation of
Supreme Audit Institutions (INTOSAI) and in
line with the Resolution A/66/209 of the General
Assembly of the United Nations. In compliance
with its constitutional mission, the Court of Audit
provides the Slovenian society with relevant, expert,
timely and complete information on the opera-
tions of the users of public funds and endeavours
to improve the use of public funds by providing
recommendations and imposing measures. The
Court of Audit is independent, objective and ef-

ficient in the performance of its duties.

The powers and duties of the Court of Audit are
provided for in the Court of Audit Act, namely
to audit operations of users of public funds and
to provide advice to them. The Court of Audit
with its independence and expertise complies with
its statutory obligations in a timely and quality
manner and, by focusing on material fields in
the public sector and more risky fields, it tries to
promote regularity, efficiency, effectiveness and

economy among users of public funds.
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1.2.2 Objectives

The mission of the Court of Audit is to inform the
public and the National Assembly about important
findings from the audits of operations of the users
of public funds in a timely and objective manner
and, based on its experience and knowledge of
good practices, to provide advice to the users of
public funds on how to improve their operations.
By disclosing irregularities and inefliciencies, it
points to the responsibility of state bodies and
holders of public office and thus serves for the ben-
efit of all the citizens of the Republic of Slovenia

and the European Union.

Within the scope of its audit powers, the Court
of Audit helps the users of public funds by iden-
tifying and disclosing errors, irregularities and
inefficiencies in their operations as well as by is-
suing demands and providing recommendations

for their remedy.

Within the scope of its advisory powers, the Court
of Audit helps the users of public funds by ex-
pressing opinions and providing answers to the
questions on public finance, and the legislative and
executive branches of government by proposing

amendments to the relevant regulations.

Operations of non-governmental organisations
and adequately developed non-governmental
sector represent one of preconditions for the
implementation of principles of pluralism and
democracy. This is why it is necessary to ensure
appropriate mechanisms for promoting develop-
ment of non-governmental organisations and their
cooperation in establishing and implementing
public policies. Non-governmental organisations

also shape Economic and fiscal policy.



Economic and fiscal policy consists of four main programmes which are broken down into subpro-

grammes, as presented below:

PROGRAMME SUBPROGRAMME

Regulating fiscal policy Implementing and regulating fiscal policy

Payment services for the budget userse

Bases for economic and Statistical survey
development policy )
and preparation of Preparation of analyses and forecasts

macroeconomic analyses
and forecasts

Fiscal surveillance Operations of the Court of Audit

Legal protection and control over public procurement proce-
dures

Public law records and audit control
Control over money laundering prevention
Internal control, examining budgetary spending and audit

Operations of the Fiscal Council

Financial Financial administration
administration

Operations of the Court of Audit (020301) became an independent subprogramme in the beginning

of 2013 and represents one of six subprogrammes of the Fiscal surveillance programme.
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1.2.3 Strategy of the Court of Audit

At the end of 2013, the Court of Audit adopted the Strategy 2014-2020, which foresaw the following

strategic objectives:

objective 1: to contribute to the improvement of operations of the users of public
funds and improve the quality of work of the Court of Audit

objective 2: to detect changes in a timely manner, identify the emerging risks and
respond thereto in good time

objective 3: to provide advice to the users of public funds
objective 4: to improve outcomes by strengthening communication and
cooperation with others

objective 5: to provide a stimulating working environment

These strategic objectives were considered in the annual programme of work for the exercise of auditing

powers for 2018.
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1.2.4 Sustainable development

Sustainable development is not and cannot be perceived just as a simple guideline for further steps but
it must be rather seen as the only appropriate way of addressing global and national issues. The Court
of Audit is fully aware of its responsibility to meet those challenges in the most suitable way. Not only
by undertaking auditing powers concerning past operations but also by demanding, recommending,

advising and taking action.

Use of public funds in future shall strongly depend on recognition and consideration of sustainable
development principles. Development policies must be guided by objectives of sustainable develop-
ment, the 2030 Agenda of the United Nations and recently adopted Slovenia’s Development Strategy
2030, therefore the Court of Audit made a clear commitment thereto. The Court of Audit monitors
implementation gaps related to sustainable objectives and considers them as one of key criteria for
deciding where its auditing powers should be concentrated, furthermore it tries to point out areas

where problems are expected.

Also in future, follow-up audits related to sustainable issues already covered before will remain priorities
alongside those areas which were not (fully) audited previously. The main focus is on meeting objectives
of sustainable development and improving their implementation at national level. Apart from carrying
out its auditing powers the Court of Audit directs its efforts towards sustainability within its internal

organisation — namely, greening the institution is one of its key organisational and technical objectives.

Sustainable orientation of the Court of Audit is recognised and respected in relevant international
community. Thus, its endeavours were warmly welcomed when urban beehives were placed on the roof
top of the Court of Audit. Going beyond the purely symbolic meaning of sustainable objectives the
bees shall provide honey for protocol gifts. Not only this raises awareness of sustainable development
but also calls for preventive activities and helps reduce the use of public funds in future. Those are the

objectives that shall be followed by the Court of Audit also in future.
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AUDIT
PROPOSALS RECEIVED INITIATIVES FOR AUDITING

o© o 157 53

WWW INDIVIDUALS MINISTRIES AND THEIR
AND GROUPS SUBORDINATE BODIES
14 ole 85
LOCAL COMMUNITIES ome| OTHER INSTITUTIONS
5 O 69
NATIONAL ASSEMBLY ? ANONYMOUS

AND DEPUTIES

DATA ANALYSIS
m AUDIT FINDINGS

N

SELECTION
CRITERIA

NOT
PREVIOUSLY
AUDITED

CURRENT
RELEVANCE

LEGAL STRATEGIC
REQUIREMENTS GUIDELINES
POSSIBLE
EFFECTS ADDED
14 audits
3 post-audits
EXCLUDED
5 audits
1 post-audit
PIRP J
Programme of Work for the |== INTERIM ASSESSMENT
Exercise of Auditing Powers




AUDITS

TOPICS COVERED BY THE AUDITS
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AUDIT REPORTS

2

SUMMARY REPORTS

N v N v

AUDIT OPINIONS CORRECTIVE PROPOSALS TO THE AMENDMENTS
EXPRESSED MEASURES R ToT SAVINGS RECOMMENDATIONS

35 AUDIT REPORTS
WITHOUT A DEMAND AUDITEES
\%
27 DEMANDS TO SUBMIT 139 MEASURES IN THE
RESPONSE REPORTS RESPONSE REPORTS
+
DEMANDS TO SUBMIT 91adequate —_ 26
RESPONSE REPORTS ) POST-AUDIT REPORTS
CONCERNING 2017 30 partially adequate =
18 inadequate —_—

! I ! o

decisions on
50 on the regularity of operations 11 on the financial statements 27 on the performance of operations violation of the
requirement
2 unqualified 4 unqualified 27 descriptive for operational
efficiency
36 qualified 6 qualified

12 adverse 1rejection of an opinion



COOPERATION WITH THE MEDIA AND THE PUBLIC

written questions news articles
by journalists

?? 115 — =% 638

infographics 4,952 2,675

media publications
D 5 related to the —

publications
Court of Audit a on the internet

videos - own productions
of the Court of Audit

available = 1,639

[s)
888 phone communication — L1I5=] radioand

television reports

WEBSITE

Thorough modernisation of the website included a transfer
of complex content of the 24-year work to the new platform:

= Q ¥
S—g RS = % AN %W
RS
- 3 2,486 2,264 1,464
posts on reports posts on audits posts on auditees

COOPERATION WITH THE NATIONAL ASSEMBLY AND THE NATIONAL COUNCIL

7 0 6 1

: sessions discussions of the discussion of the
reports _dISCUSSEd by of the National Commission for Committee
the Nat'onal. ASSGmbly Assembly Pub“c Finance on Hea[th

Control

2 1

. session discussion of the
reports discussed by e NEaEl Committee on
the National Council Council Economy, Crafts,

Tourism and
Finance




INTERNATIONAL COOPERATION
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Ll]lﬂ[D".IJT-“ meetings EUROSAI

held abroad

INTOSAI EURORAI
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o o 28
|.|I|.| i representatives of
the Court of Audit ¥
Other
OECD \ international

organisations
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RS 20

presentations

Bilateral V4+2
cooperation Group

6 Contact

visits by foreign Committee
delegations

<

COUNSELLING

OPINIONS AND ANSWERS TO THE USERS OF PUBLIC FUNDS

% to non-commercial and commercial public service providers

/ 168 2 > tolocal communities
answers to 7
g -~ public-finance = % to political parties and organisers of the election campaigns
155Ues % to ministries and their subordinate bodies
TARGET GROUPS PUBLICATIONS ON THE WEBSITE

manuals and
auditing standards

database of
all audit and
post-audit reports

11T

0.0 02 17
WW@ trainings for
domestic and

international = views and = summaries and
audience 7 opinions infographics
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STRUCTURE OF EMPLOYEES BY FIELD OF ACTIVITIES AND FORMAL QUALIFICATION

6%
7% higher, secondary and
vocational education

management I
P ——

support
services

academic

university degree/ title

high education

auditing STAFF
TURNOVER:

1.5%

DEVELOPMENT OF AN ANNUAL TRAINING PROGRAMME

TOPICAL PROFESSIONAL ISSUES = ANNUAL TRAINING
f—

AMENDED LEGISLATION H soec] PROGRAMME

PROPOSALS BY EMPLOYEES gaa"

PROFESSIONAL DEVELOPMENT TRAININGS

=4 18 EMPLOYEES JOINED THE TRAINING FOR THE STATE AUDITOR TITLE

9 operations of the state and public sector entities
9 accounting system in the public sector
9 integration of public and private sector

9 state audit

% performance audit

TRAININGS
SLOVENIA g::{? ABROAD @ ORGANISED BY
THE COURT OF AUDIT
78 28 121 6
employees attended seminars employees attended seminars employees trainings
and conferences organised or other forms of training participated in  organised by the

by different institutions in Slovenia abroad trainings Court of Audit



AUDIT PROCESS

****************************************

AUDIT PROCEDURE

AUDIT PLANNING

START OF THE

AUDIT IMPLEMENTATION

DRAFT AUDIT REPORT

éI éIQI

CLEARANCE MEETING
1 1
YES NO
L ]

PROPOSED AUDIT REPORT

eIe

OBJECTION

1
YES

v

N Z

AUDIT
REPORT

Is the response report demanded?

NO

\ 4

Audit process is completed.

*********************************************
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J

AUDITEE SUBMITS
A RESPONSE REPORT

Were irregularities or inefficiencies
adequately remedied?

NO

Were uncorrected irregularities
or inefficiencies material?

NO

N

DECISION ON VIOLATION
d OF THE REQUIREMENT FOR
OPERATIONAL EFFICIENCY

YES

N

DECISION ON SEVERE
VIOLATION OF THE

REQUIREMENT FOR
OPERATIONAL EFFICIENCY

a call for
remedial
action to
the relevant
authority

J

report on the
measures

implemented

POST-AUDIT
REPORT

N

a call for the
dismissal of
the officer

responsible

a press release

a notification
to the National
Assembly

e YES e

b e e e e e e e e e e e e —— 4
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