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Summary of the audit report Costs of Controls in the Disbursement of European Union Funds
In the programming period 2007-2013, the Republic Slovenia as a Member State of the European Union is entitled to European cohesion policy funds in the amount of EUR 4,205,304,956. To obtain these funds, the State and its authorities are required to conduct a series of control activities. In the European Union it has been discussed for several years whether these activities are excessive and what would be appropriate balance between costs and benefits of controls. In the framework of the Working Group of Structural Funds, Supreme Audit Institutions of the European Union thus decided to carry out an audit to estimate costs of controls. The audit is part of the international audit entitled Costs of Controls, which involved 12 Supreme Audit Institutions of Member States of the European Union. Each participating Supreme Audit Institution will issue its audit report and on the basis of their findings a joint report of the Working Group of Structural Funds will be drawn up.

All Supreme Audit Institutions estimated costs of controls for the programming period 2007-2013 using uniform methodology, i.e. on the basis of two methods, cost centre method and cost unit method. Aside from the cost estimate, the audit also considered whether the system of controls was established in a way so as to incur the lowest costs possible. 

In the Republic of Slovenia, two operational programmes were audited, namely Operational Programme for Strengthening Regional Development Potentials financed from the European Regional Development Fund and Operational Programme for Human Resources Development financed from the European Social Fund. The Court of Audit estimated costs of controls at all institutions included in the system. The auditees were Office of the Government of the Republic of Slovenia for Local Self-Government and Regional Policy as managing authority for the European cohesion policy, Ministry of Finance as certifying authority, Budget Supervision Office of the Republic of Slovenia as audit authority as well as eight ministries performing tasks of intermediate bodies, i.e. Ministry of the Economy, Ministry of Higher Education, Science and Technology, Ministry of Education and Sport, Ministry of Culture, Ministry of Labour, Family and Social Affairs, Ministry of Public Administration, Ministry of Health and Ministry of Justice. In the majority of cases, the included institutions failed to record the time spent for individual control activities. The data was thus based on their estimates.

The Court of Audit estimated costs of controls for the period from 2007 to the end of 2009. Included in the audit were also some costs incurred before 2007 but related to the programming period 2007-2013. Until the end of 2009, costs of control activities for the Operational Programme for Strengthening Regional Development Potentials amounted to EUR 8,549,000 following the first method, while the costs according to the second method amounted to EUR 6,983,692. For the Operational Programme for Human Resources Development, the incurred costs amounted to EUR 7,591,345 respectively EUR 6,460,085. The Court of Audit compared the amount of the estimated already incurred costs with various financial categories. In the case of the Operational Programme for Strengthening Regional Development Potentials, the comparison shows that costs of controls amount to three cents for each Euro received from the European Union budget respectively almost two cents for each Euro paid out to a beneficiary. In the case of the Operational Programme for Human Resources Development, the amounts are even somewhat higher and in both cases amount to approximately nine cents. The Court of Audit used costs estimated on the basis of the cost unit method also in the estimation of costs for the entire programming period. Should the activities continue to be conducted in the same way in the coming years and should the Republic of Slovenia have no appropriations from the European Union budget left, costs of controls in the entire programming period for the Operational Programme for Strengthening Regional Development Potentials will amount to at least one percent of total expenditure for the operational programme concerned. For the Operational Programme for Human Resources Development, on the other hand, the amount will represent at least 4.7 percent of total expenditure.
The Court of Audit also examined whether more efficient establishment of the system would mean lower costs. It concluded that due to unnecessary duplication of the implementation of activities similar in content costs are in some cases higher than allowed. Some duplications arise from European regulations themselves but the majority of them are the consequence of the manner these regulations are transposed in the legislation of the Republic of Slovenia. Some control activities, provided for in European regulations, are namely already being conducted in the Republic of Slovenia. However, Decree on the implementation of procedures for the use of the European cohesion policy funds in the Republic of Slovenia in the programming period 2007-2013 does not provide for these activities to be recognised as control activities, conducted in accordance with European regulations. Therefore, additional control activities have been established, which in accordance with European regulations would not be necessary.

It is provided for in European regulations that Member States of the European Union can use up to four percent of allocated cohesion policy funds for technical assistance measures, including control activities. The Republic of Slovenia, in the framework of operational programmes, agreed to allocate less funds for technical assistance measures than allowed. Yet in the case of the Operational Programme for Human Resources Development, the estimated costs of controls are even higher than the highest possible technical assistance amount, which could be agreed upon by the Republic of Slovenia within the operational programme concerned.

The Court of Audit recommended to all included institutions to monitor the time spent and related costs and to also consider the cost aspect when determining tasks. It also provided some recommendations to improve the efficiency of operations to prevent cases of duplication of the implementation of control activities similar in content.

Ljubljana, 26 April 2011
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