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Summary of the audit report Offsets in the Purchase of Military Equipment
The Court of Audit of the Republic of Slovenia carried out a performance audit of offset implementation in the Republic of Slovenia in the period from 2000 to 2008. The audit objective was to express an opinion on the efficiency and effectiveness of the Government of the Republic of Slovenia (hereinafter: Government of the RS) and Ministry of Defence in offset implementation. In accordance with Offset Guidelines, offsets represent each export of goods of Slovenian origin, which is the result of the purchase of goods (products, material, equipment), technology and services of foreign origin. Offsets are mostly related to procurements in the field of defence, which are exempt from public procurement regulations in the majority of Member States of the European Union. 

The Court of Audit assessed the efficiency of the offset system by examining the strategic offset framework, distribution of tasks and responsibilities among entities involved in the offset system, existence of up-to-date offset records, objectivity of assessing and confirming offsets based on anticipated effects, awareness of costs and benefits of the offset system as well as assurance that offset benefits outweigh their costs.

According to the assessment of the Court of Audit, the offset system has not been efficient because the Government of the RS and Ministry of Defence have not been familiar with costs and benefits of the offset system, their offset records have been incomplete, there is no clear designation of the person responsible for offset implementation while the system has not been adapted to changes in the economic situation of the Republic of Slovenia in the period covered by the audit. 
As regards the effectiveness of the offset system, the Court of Audit examined the existence of clear and measurable objectives of offset policy and individual operations as well as the reporting on the completion of offset programmes at the level of the Ministry of Defence. The Court of Audit also examined the existence of the analysis of the achievement of objectives at the level of Interdepartmental Working Group on Offset Monitoring, actual achievement of objectives (whether reported or not) at the level of individual contracts and at the level of national economy as well as measures taken in cases where offsets are not implemented respectively offset objectives are not achieved.
There is no offset strategy provided for in the Decision of the Government of the RS and in Offset Guidelines. Objectives based on individual offset programmes are not clear, measurable and timed, neither at the level of offset policy nor at the level of individual offset programmes. The Ministry of Defence and Interdepartmental Working Group do not have appropriate criteria established for measuring benefits of the offset system for the economy of the Republic of Slovenia. In the absence of appropriate records, neither by offset types nor by individual objectives that should be achieved with offset implementation, there are no analyses of the effectiveness of the offset system at the level of economy. The Government of the RS does not monitor the work of the Interdepartmental Working Group and has no information about the achieved offset objectives. In the period covered by the audit, the Government of the RS and Interdepartmental Working Group failed to propose respectively adopt any measures for adjusting offset objectives, principles or measures for promoting the achievement of objectives since the establishment of Offset Guidelines in the year 2000.
The Government of the RS and Ministry of Defence were provided several recommendations for increasing the efficiency and effectiveness of offset implementation.

Ljubljana, 27 June 2011
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