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Summary of the audit report Consideration of Irregularities and Financial Corrections within the Common Agricultural Policy 
The Court of Audit of the Republic of Slovenia carried out a performance audit of operations of the Ministry of Agriculture, Forestry and Food, since 10 February 2012 active as the Ministry of Agriculture and the Environment, with its fields of work including those from the Ministry of the Environment and Spatial Planning in terms of environment (hereinafter: the Ministry), and the Agency of the Republic of Slovenia for Agricultural Markets and Rural Development (hereinafter: the Agency) in the part which relates to the consideration of irregularities and financial corrections in the implementation of the Common Agricultural Policy in the Republic of Slovenia in the period from 1 May 2004 to 31 December 2010. 
With the accession of the Republic of Slovenia to the European Union, the independent implementation of the national agricultural policy was substituted by the Common Agricultural Policy of the European Union. The Ministry and the Agency have had a key role in the implementation of the Common Agricultural Policy in the Republic of Slovenia. The Agency has been acting as the paying agency implementing measures in the fields of agriculture, forestry, food and fisheries while the Ministry has been the competent authority for granting and withdrawing the accreditation of paying agencies as well as monitoring the compliance with the conditions for accreditation. 
Regulation (EC) No 1290/2005 provides that the Member States of the European Union should prevent irregularities in the allocation of funds from the European Union budget to the Common Agricultural Policy as well as deal efficiently with any established irregularity committed by beneficiaries. The compliance of expenditure with the regulations of the European Union has also been verified by the European Commission with ex-post audits, which may determine a financial correction, i.e. the amount to be returned by the EU Member State to the European Union budget. 
The Court of Audit examined whether the Ministry and the Agency had set up:
· an adequate system of dealing with irregularities in the allocation of funds of the Common Agricultural Policy, which means that the procedures of dealing with irregularities are defined clearly and are being implemented; the Court of Audit verified the system of dealing with those irregularities identified after the payments to the beneficiaries;
· an adequate system of dealing with financial corrections, which means that the competent national authorities cooperate appropriately with the European Commission in procedures that may result in financial corrections; 
· a transparent system of monitoring and reporting about the extent of the disbursement of funds from the European Union budget, which includes also data on the extent of irregularities and financial corrections. 
The Court of Audit is of the opinion that the operations were adequate in the part which relates to the definition and implementation of the procedure of dealing with irregularities and financial corrections, and less adequate in the part which relates to the monitoring and reporting. 
The Agency procedures of dealing with irregularities in the allocation of funds were mostly defined adequately and were actually being implemented. The procedures defined in detail the proceedings from the disclosure of irregularities to the recovery of unduly paid funds, yet they were not specified in a way so as to be directed towards examining the causes for the disclosed irregularities and, if appropriate, the elimination of such causes. The Agency did not keep a single record which would disclose the extent of all the established irregularities. Moreover, the Agency failed to use the possibility of holding 20 percent of the recovered funds to cover the costs of recovery, as laid down in the regulations of the European Union, since with the majority of such irregularities by the beneficiaries it also established that the registers of the eligible areas did not illustrate the actual situation. 
The Ministry and the Agency procedures of dealing with financial corrections were mostly defined adequately and were actually being implemented. The Ministry and the Agency were actively involved in the procedures of dealing with financial corrections at the European Commission, where the majority of activities aimed at clarifying and challenging the findings of the European Commission while only a small part of activities was directed towards disclosing the actual situation and the implementation of corrective measures. With flat-rate financial corrections, they failed to use the possibility of proving that the actual error rate was different. At the end of the audit procedures implemented by the European Commission and the procedures of coordinating on the financial correction, they failed to illustrate clearly which corrective measures had already been implemented and which were planned to be implemented. The European Commission warned about the irregularities in the system of verifying the five-year commitment, which were subsequently eliminated. Nevertheless, an adequate system was not set up early enough to be able to re-draw on a major part of the amount of EUR 2.28 million of unduly paid funds. 
The Ministry did not have a transparent system of monitoring and reporting about the extent of the disbursement of funds from the European Union budget, which would include also data on the extent of irregularities and financial corrections. Due to various disclosure systems and reporting methods, the available partial data without adequate explanations or adjustments had a limited practical value. In many instances, the data were not shown to have a common denominator and it was therefore not possible to compare them. The Ministry failed to harmonise data and present summary information on the available funds of the European Union budget, disbursement of these funds, unused funds, irregularities and financial corrections.
During the implementation of the audit, the Ministry and the Agency carried out several measures, which according to the assessment of the Court of Audit contribute to the improvement of the procedure of dealing with irregularities and financial corrections in the implementation of the Common Agricultural Policy. The Court of Audit of the Republic of Slovenia recommended to the Ministry and the Agency to, inter alia:
· continue with the activities to eliminate the differences between the actual state of eligible areas and the data in the records of the eligible areas;
· continue with the improvement of the system of monitoring and eliminating the differences between the amounts recorded in the national budget and the records of the Agency; 
· continue with the improvement of the accessibility of the public to the data on the disbursement of funds from the European Union budget, irregularities in the allocation of funds and financial corrections; 
· focus in their audit procedures and in the coordination with the European Commission as regards the extent of irregularities on the identification and disclosure of the actual status and extent of undue payments.
Ljubljana, 28 March 2012
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