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Summary of the audit report Public Utility Service of Distributing Natural gas in the Municipality of Ptuj
The Court of Audit of the Republic of Slovenia carried out a regularity and performance audit of providing and performing a public utility service of natural gas distribution system operator in the Municipality of Ptuj (hereinafter: MO Ptuj) in the period from 2007 to 2009. The auditees were the awarding authority MO Ptuj and the concessionaire Adriaplin, Podjetje za distribucijo zemeljskega plina, d. o. o., Ljubljana (Company for the distribution of natural gas; hereinafter: the Adriaplin company) performing the public utility service concerned since December 1997. 
The audit objective was to express an opinion on whether MO Ptuj in granting a concession acted in accordance with regulations, whether its operations related to the construction of a natural gas distribution network were economic, whether the Adriaplin company in performing a public utility service of natural gas distribution system operator in MO Ptuj operated in accordance with regulations and policies and whether in the period from 2007 to 2009 its operations in achieving concession contract objectives were effective. 
As regards the regularity of operations related to concession granting, MO Ptuj was expressed a qualified opinion since its operations were not in all material ways in line with regulations. In January 2009, it granted the concession for performing the public utility service of natural gas distribution system operator without a public tender, whereby it also acted contrary to the provisions of municipal ordinances that regulate the performance of the public service concerned. It enabled a free distribution network connection to public facilities owned by the Municipality and thus discriminated against other public service users obliged to pay for the connection. In the concession contract concluded in December 1997, it failed to provide a clear and unambiguous definition of the method used for calculating the value of the distribution network. After the termination of the concession contract, it irregularly accounted for the revaluation and remuneration of the concessionaire investments. The final infrastructure value as at 31 August 2008 was thus determined too high, i.e. for EUR 115 thousand.

As regards the economy of the natural gas distribution network construction, the Court of Audit assessed that MO Ptuj failed to provide conditions for exercising control over the implementation of the concession contract. It left the decision about the scope, time schedule and price for the construction of the distribution network to the concessionaire. The concessionaire was also left to determine the method for calculating the final value of the distribution network after the termination of the first concession contract. As a consequence, the concessionaire was able to twice calculate the return on invested assets, which it achieved with a network charge in the first place and then also in the final value of the distribution network, namely in the form of applied interest in the amount of EUR 3,422 thousand. With the conclusion of a new concession contract in January 2009 without a public tender, MO Ptuj gave the Adriaplin company, the then concessionaire, undue competitive advantage in its potential renewed endeavour to obtain the concession in the year 2013 respectively the company was enabled to calculate unjustified return on invested assets in the amount of EUR 1,349 thousand. 

As regards the regularity of operations related to the performance of the public utility service of natural gas distribution system operator in MO Ptuj, the Adriaplin company was expressed a qualified opinion since its operations were not in all material ways in line with concession contract provisions. The Adriaplin company failed to provide a clear and unambiguous definition of the method used for calculating the value of the distribution network. After the termination of the concession relationship in the year 2008, its calculation of the final value of its investments was too high, i.e. for EUR 115 thousand. Moreover, it did not construct the natural gas distribution network in the scope and within the time schedule as undertaken in the concession contract. In the period from 2007 to 2009, it did not submit to the awarding authority a plan for the construction of the distribution network for it to be approved and was not given consent for the changed time limits and scope of the distribution network construction. It also did not inform the awarding authority about the anticipated maintenance work and about the value and the method of implementation thereof. 
The Court of Audit assessed that in the period from 2007 to 2009 the Adriaplin company failed to meet the objectives from the concession contract. The planned distribution network construction was not concluded by the termination of the concession contract in 2008. 8,183 metres respectively 18 percent of the planned distribution network remained to be constructed. The assets used for the new construction of the distribution network were proportional to the constructed length of the network but for the purchase of the existing network from the awarding authority the Adriaplin company used EUR 483 thousand, i.e. 50 percent, more than was foreseen in the concession contract. 
Since already during the audit procedure MO Ptuj and the Adriaplin company by concluding an annex to the concession contract eliminated the disclosed irregularity as regards the determination of the final value of the distribution network, the Court of Audit did not demand the submission of a response report. 
The Court of Audit also provided recommendations for the improvement of planning and monitoring of the implementation of the concession contract.

Ljubljana, 3 October 2011
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