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General Considerations

The importance and the role of The Court of Accounts within the rule of law institutions

The main objective of the Court of Accounts is to supply the Romanian Parliament with real
and independent information concerning law enforcement in relation to the use of the material and
pecuniary resources of the State and weather the public money has been used in an economical,
efficient and effective manner, in other words, in a firm and efficient management.

According to the Constitutional provisions and to its own organization and functioning law, the
Court of Accounts is authorized to check the manner that the public authorities and other bodies
operate and manage the public money.

While performing its duty and responsibilities, the Romanian Court of Accounts enforces the
recommendations of the international standards adopted by the International Organization of
Supreme Audit Institutions (INTOSAI) and the European Guidelines for their implementation. Thus,
the Romanian Court of Accounts is one of the most essential institutions of the state, which has
financial, functional, organizational and operational independence, according with the
recommendations of Lima Declaration on the control guidelines of the public finance. Like other
similar bodies within the new EU Member States, the Court of Accounts had and has a key role to
play of fostering the responsibility in the use and management of the public funds, including the funds
granted to Romania by the European Union and by other international financial institutions, the fight
against waste and fraud and the establishment of a stable climate where financial discipline is
thoroughly observed and the public money is securely managed.

Fields where external subsequent financial control and external public audit missions
were performed in 2007

In the budgetary year 2007, the Court of Accounts was mainly interested in issues concerning
the execution of the state budget, of the state social insurance budget and of the other public
budgets, focusing on the manner the state financial resources were established and used in the
major fields of the economic and social life, regarding: national defence, public order and security,
education, healthcare, industry, culture and religion, social assistance, retirement allowances, aids
and indemnities, agriculture and forestry, dwelling, environment, waters, transportation and
communications, and other economic pursuits. The main findings and conclusions of the control
carried out by the Courtés teams, s a methe stentian e a d
eliminate the errors and the misstatements and to improve the management of the public money are
reflected in the present report. The report also comprises the results of the inspections carried out at
the autonomous public-service undertakings, at the associations and national companies, at the
trading companies with majority or fully state-owned capital or administrative-territorial capital, and
other legal persons subject to the jurisdiction of the Court of Accounts, according to the law.

The main responsibilities and priorities of the Court of Accounts

The main objectives of the Court of Accounts were comprised in the annual control and
auditing programme and focused on the control of the enforcement of the legal regulations in the
economic, financial, fiscal and accounting fields, with a view to identifying the possible irregularities in
the management and use of the public funds and implementing the necessary measures in order to
improve the activity of the inspected units and the general economic, financial and managerial
environment from Romania.

In parallel, The Court of Accounts has shown a permanent concern for the consolidation of its
institutional capacity, that would allow it to perform its responsibilities conferred by the law with a high
degree of professionalism, related to the efficient and effective use of the financial and human
resources at its disposal, and the continuous adjustment to the changes of the internal and external
environment. To this effect, the Court has given priority to several aspects, among which:
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1 the completion of certain control/auditing actions started the previous year and the
implementation of the measures disposed under previous controls;

1 the full performance of the financial control and auditing programme, while meeting quality
expectations;

91 the development of solid internal control and audit systems for the inspected entities, that
would support the managerial process, allow the anticipation and prevention of errors, omissions and
fraud, and their elimination during the incipient stages, so that the Court of Accounts or other
specialized control bodies may rely on the results obtained from the good functioning of the specified
systems;

T the i mprovement of t he institutionos i nternal z
inspected entitie s , so that the Courtds auditing be acknowl
legality and the efficient use of the public funds and not as an impediment in the performance of their
activity;

1 the identification of risk areas for the authorizing officers and other public authorities subject
to the jurisdiction of the Court, in order to protect the financial interests of The Romanian State and
The European Community;

1 the acquirement and implementation of the latest auditing techniques, methods and
procedures, in accordance with the international standards and the best practices in the field, and the
active participation to the activities developed within the International Organization of Supreme Audit
Institutions (INTOSAI) and the European Organization of Supreme Audit Institutions (EUROSAI);

1 The extension of the balance of audit missions in the total amount of activity developed,
regarding the qualitative improvement of the financial activity at micro and macro economic level
related to the previous period. Thus, in addition to its regular legal control and external financial audit,
the Court of Accounts also developed its auditing capacity of the managerial performance, in order to
extend the assessment of the economical, efficient and effectiveness character of the programmes
and activities of the public institutions or of other legal persons within its scope;

1 the professional retraining of the specialized staff in order to exercise efficiently the financial
control and audit function of The Court of Accounts in accordance with the legal related regulations,
the international standards on auditing and with the best practices in the field;

1 the improvement and the use, in efficient conditions, of the INFOPAC informatics system in
order to follow up and to analyze the financial and auditing programme;

1 the development and enlargement of the IT infrastructure of the Court of Accounts, financed
from PHARE funds and state financial resources.

The Internal Activity of the Court of Accounts

The Court of Accounts developed, according to the Financial Control and Audit Programme
approved by the Plenum of the Court of Accounts, for the financial year 2007, were carried out 2,616
control actions and 259 audit actions at public institutions, autonomous public-service undertakings,
trading companies with majority or fully state-owned capital and other legal persons subject to
review. 3,514 control documents and 240 audit reports were completed through these actions. 2,086
authorizing officers were reviewed and 945 authorizing officers were granted a discharge, as shown
in the following table:
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Pos. Numbgr_ € Granted a
Types of budgst authorizing ; %
No. . Discharge
officers checkeq
1. STAE BUDGET 622 373 59,9(
2. STATE SOCIAL INSURANBUDGET 21 10 47,6
3. UNEMPL@MENT INSURANCE BHDG 14 7 50,0]|
4. F.N.UA.S.BUDGET 50 13 26,0
BUDGET OF INSTITUWS@UDGETARY FINANGEDOWN
5. REVENUES 208 127 61,0|
6. BUDGET OF PUBLICTN®TIONS AND SERBBCEINANCEI 12 3 25 ol
FROM OWN REVENUES '
7. LOCALBUWDGET 1159 412 355
7.1.  Own county budgets 38 13 34,2
7.2. - Own municipality budgets 76 12 15,8
7.3. | Own city budgets 99 18 18,2
7.4. : Own commune budgets 550 121 22,0
7.5. | Hospitals financed from local budget 42 26 61,9
7.6. : Public institutions fully financed fraiblolgets 182 128 70,3
7.7. - Public institutions fully financed from own revenues 162 89 54,9
7.8. | Public institutions fully financed from local budgets and owr: 10 5 50,0|f
TOTAL GENERAL 2086 945 45,3
The situation of the authorizing officers checked in 2007 is the following:
Authorizing officers
POS. Types of budgets checl?ed G_ranted a %
Na Discharge
Type Number
1. | STATE BUDGET Total 622 373 59,9|
Primary 26 3
Secondary 102 64
Tertiary 494 306
2.  STATE SOCIAL INSUREBUDGET Total 21 101 47,6
Primary - -
Secondary - -
Tertiary 21 10
3. UNEMPLOYMENT INSURABUDGET Total 14 7 50,0
Primary - -
Secondary - -
Tertiary 14 7
4.  F.N.U.A.S.S. BUDGET Total 50 131 26,0|
Primary 1 -
Secondary - -
Tertiary 49 13
5 | BUDGET OF INSTITWSMBUDGETARY FINARCE|  14iql 208 127 61,0l
AND OWN REVENUES )
Primary 31 9
Secondary 33 22
Tertiary 144 96
6. BUDGET OF PUBLICTN®TIONS AND SEARSBC Total 12 3 250
FINANCED FROMV® REVENUES Primary } }
Secondary, - -
Tertiary 12 3
GENERATOTAL 927 533 57,5
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The management discharge was granted to the authorizing officers if:

1 no harmful events or other financial-accounting deviations were recorded;

1 the updated civil remedies were recovered or the possible deviations found were
eliminated prior to the meeting of the judiciary panels for the examination of the
evidentiary documents.

The additional income to the state budget registered as a result of the Court of Accounts
findings and classified by deviation type (2,225 cases), amounted to 227,639,4 thousands lei
(135,670.5 thousands lei additional income and 91,968.9 thousands lei interest, increment,
penalization), of which the amount of 40,338.4 thousands lei was effectively collected, during and
following the control (30,067.2 thousands lei additional income and 10,271.2 thousands lei interest,
increment, penalization).

Therefore, in 3,725 cases were found illegal payments amounted to 416,736.0 thousands
lei, of which were calculated interests/unachieved benefits of 14,657.0 thousands lei, resulting a
total prejudice of 431,393.0 thousands lei but the amount of 56,401.0 thousands lei was collected,
of which 52,282.0 thousands lei illegal payments and 4,119.0 thousands lei unachieved benefits.

|l tds been found deviations wi4200 casesregaluated atla

level of 3.779.7969t housands | ei, witch didnot gener at
regulatory  legislations, concerning patrimonies  inventory, reevaluation  of  fixed
assets,underestimation of capital gains and o

measures, suitable with regulatory legislations.

Regarding financing from the state budget and using funds available to Romanian Court of Accounts
for financial exercise 2008, the year of exhibition control action on execution account for 2007, the
institution has been received a big volume of yearly final budgeting credit in amount of 155.652,0
thousands lei, of which 152.339,0 thousands lei for current expenditure, where the important share it
represents  personal  expenditure(125.132,0 thousands lei), goods and  services
expenditures(10.901,0 thousands lei) and for investments expenditures(3.313,0t housands
important to specify that payments made from budgeting founds allocated to Rumanian Court of
Accounts have been in total of 132.906,2, respectively an execution of 85,3% which means all
chapters were under approved credits.

Institutions activity results in total amount of 4.438.829,3 thousands lei, objectified in
supplementary income calculate in value of 227.639,4 thousands lei, establish damages in amount of
431.393,0 thousands lei, and others financial-accounting deviations at amount level of 3.779.796,9
thousands lei related to the total expenditures in value of 132.906,2 thousands lei, reveals a
satisfactory degree of performance in spending public money in Rumanian Court of Account (33,4 lei
resulting of activity from each leu spend from budget allocated- value for money, VFM).

Main trends and future objectives of Court of Accounts

1 The continue consolidation of institutional capacity and functional independence,
organizing, operational and financial.

A ConsolidationofCourt of Accountés prestige in
control institution of Romania

A Expanding audit activity in order to improve management and administrative capacity
in public sector, to increase transparency and responsibility concerning usage of
budgeting credits and community founds used by public institutions who are being
under the Court of Accountdés control

A Increasing the impact of control rapports and of the Annual public rapport on those
who are interested and also on the other categories of users and public opinion.

A Continue monitoring and examining of the major problems evolution faced in present
national economy, proposing measures for continuous improvement to economic-
financial activity, in equal measure to macroeconomic level and at each
controlled/audited unit.
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A Using control/audit results of Court of Account in order to assure state public and
private patrimony integrity and administrative-territorial for improving financial-
accounting activity to each verifying entity, at the entire economy level.

A Development of control systems and internal audit at high quality and efficiency to
verified entities.

A El aborating a strategic scheme for the
medium term in order to establish main directions of future evolution, general priority
objectives in light of new powers and duties coffered by substantial modifications to
the law of organizations and functioning, law number 217/2008, the most suitable
ways for achieving, manners and structures capable not only to assure surveillance
but also using quantified indicators in order to make it possible.

A Implementation in practice of methodology and procedures contained in the
Regulation concerning organization and developpement of specific activity of Court of
Accounts and also recovery acts resulted from these activities and their permanent
improving having in view observations and findings provided by teams on the field, of
problems and aspects with whom they have been faced during control procedures.

A Increasing concern for improving financial resources administrations and human
resources of Court of Accounts and assuring conditions and the best environement
that can be provided for helding activities.

A Elaboration of a strategy concerning developement of human resources and adoption
of adequate measures for recruiting, keeping and promoting staff specialist and for
developing a carrier of external public auditor.

A Permanent monitoring of informatics technology implementation, acquired thanks to
the support of European Comity financing through PHARE programs in order to
support efficient and efficacy increasi

Evaluations and conclusions

Court of Accountsd mission is to esugnothe best
practice in strong and performant manage of public founds .

As a consequence to financial-accounting irregularities found after the inspection done by
Court of Accounts, according to art. 94 and 95 from Law no. 94/1992 available at the time of
elaborating the inspection program, decisions were issued through whom necessary measures were
implemented for removing them.

In case if, during budgetary executions at public institutions or private companies with full of
majority state capital participations or administrative territorial units, there were found facts causing
damages, addresses were issued to head units that were verified, in order to take necessary
measures for establishing liability and recover damages made by responsible people.

For damages that were found, inspections documents were forwarded to the competent court,
in order to establish tortuous liability or criminal, by case

Knowing that an important part of irregularities that were found after inspections were the
result of imperfections of the current legal framework, these were identified and there were
formulated proposals to amend or supplement the provisions in question,which were included in this
present report.
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The financial control and audit activity

1. Entities over which it has been held control/audit activity of Court of
Account for budgetary exercice 2007

According to competencies conferred by Romanian Constitutions and the organic law of
organization and functioning, for budgetary exercise 2007, Court of Accounts conducted in 2008
control activities on financial situations for that specific budgetary exercise year and for financial audit
activities of performance on all systems.

Through Financial program and audit control of Court of Accounts for year 2008 itébs
expected a pursuit of 2.875 actions ,from which 2.616 control actions and 259 audit missions.

Scheduled activities have resulted in 2433 controls at public institutions and 183 at others
entities( economic agents, banking companies and other credit institutions and credit guarantee,
associate juridical entities, political parties, private companies, and other legal persons which
manage goods, values or funds), respectively audit tasks at 256 entities.

2. Results of control activities

For budgetary exercise 2007, there were drawn 3.514 control acts and 240 reports after
different audit missions, which are currently in different phases of recovery, in accordance with
specific procedures provided in Law no. 94/1992 and internal procedures of Court of Accounts,
available at the achievement time and finishing verifications.

Following inspections directed by the Court of Accounts at public institutions, economic
agents and others legal persons who are under Court of Accounts competency, there were
signaleted deviations and financial irregularities which mainly are referring at:

1 Unsetting, unevidence and untransfer or uncollections in amount and at specified time by
law at few budgetary incomes, representing taxes, contributions and others incomes.

1 In number 2.225 cases there were calculated supplementary incomes, including penalties,
increases/interest in delay payments in amounts 227.639,4 thousands lei.:
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The Situation of supplementary incomes displayed on budgets presents as it follows:

-thou lei-
Additional income
Of which,
Pos Recovered during the contro
N Budgets Noof Total | nterest .
Q Increases: Total Interest
cases! revenue "
Penalities Income ' Increases Total
Penalities
0 1 2 3 4 5=3+4 6 7 8=6+7
1. | State budget 280 66.068, 61.19,2 127.259, 11.301,: 1.280,3 12.581,
2. | State social insurance budget 96 3.373,( 2.140,6 5.513,0 603,0 86,0 689,0]
3. Insurange fund_ for accidents at work 7 89.0 8.0 97.0 84.0 6.0 90,0
occupational diseases
4. | Unemployment insurance budget 51| 4516 256,3| 707,9 91,6 14,0 105,6|
5. | Own country budgets 43| 17.327,] 881,9| 18.209,7 211,6 142,7 354,3||
6. | Own municipality budgets 207| 19.776,} 5.392,2 25.168,1 9.756,2 668,3| 10.424 4
7. Own city budgets 213 6.195,¢ 1.761,3 7.957,2 1.010,9 296,3. 1.307,7
8. i Own commune budgets 964 11.424,. 7.846,6 19.270,6 3.587,2 3.263,6 6.850,¢
g, Budgets of public institutions fully fine 1 1 159 ¢ 5370 16980 8260 3020 1.128.
from local budgets
10, Budgets of public institutions partly it 45 4 537 38160 53530 1060  33.0 139,
from local budge |
11 Budgets of public institutions fully fine 3800 11140 14940 1900 6.0 196,(“
from own revenues
12.. BudgeE.N.U.A.S.S. 194 6.261,( 2.969,6 9.230,6 1.751,0 504,0 2.255,(
13, fB“dQEt of publistitutions partly financ -, 7600 1620 9220 1350 520  187.0|
rom own revenues
14, Income and expenditure of economic. 55 gg5 4 38008 47585 4134 3617, 4.0304
operators
GENERAITOTAL 2.225135.670, 91.968,4 227.639, 30.067,] 10.271,] 40.33&

graphic so:

As shown in the table above, from the total additional incomes from public budgets, the
majority (55, 9%) belongs to state budgetary incomes in amounts of 66.068,3 thousands lei which
were calculated increasing/interests of 61.191,2 thousand lei. From total amounts of 127.259,5
thousands lei, there were recovered, during control, the amount of 12.581,6 thousands lei
representing 9.9%.

Total supplementary incomes found and also those cashed forced, on budgets, are shown

127.259,5

Constatate

[ncasate in timpul controlului

77.657,0
: 20.203,9
’ 125816 I . 9.230,6
! /|5'513'0 ’-’682|0' 707.9 1056 ’ ”I/ 2.255.0
Bugetul de stat Bugetul Bugetul Bugete locale Bugetul
asigurarilor asigurarilor FNUASS.
sociale destat  pentrugomaj
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Supplementary incomes situations represented by types of budgets, quantified on
abbreviations categories are present in Annex no. 1 at the present report.

From presented table in this annex results that from total supplementary volume 227.639,4
thousand lei, an important proportion is detent from supplementary incomes resulted from non-
establish, non-evidence and non-cashing, in amount and at the time establish by low, at some
budgetary incomes, in amount 133169,1 thousands lei, respectively 58,5%.

1 Unjustified decrease of financial state resources and public sector and injury public and
private patrimony of territorial-administrative territorial, as following failure law referring to the carrying
costs and administrations and patrimony management.

In this situation, in a number of 3.725 cases there were found damages representing illegal
payments in total of 416.736,0 thousands lei that were calculate penalty unrealized 14.657.0
thousands lei representing total damage of 431.393,0 thousands lei ,during inspections were
recovered 56.401,0 thousands lei of 52.282,0 thousands lei illegal payments and 4.119,0 thousands
lei unrealized benefits.

lllegal payments found in carrying costs and in administrations and patrimony management,
by sort of budgets and total abbreviations, are represented as it follows:

- thou lei-
Damage found
Pos Budgets/Total deviations No.of Unrealize Which, re.covered
no cases DEGIEYS benefits TEEL Damage e Total
benefits

0 1 2 3 4 5=3+4 6 7 8=6+7
1.: Stae budget 379 247.209,; 1.166,C 248.375,; 6.618,C 495,C 7.113,(
2. State social insurance budget 29  1.140, 36,0 1.176,C 4420 36,0 478,(
3. Unemployment insurance budget 25 372,C 15,0 387,C 35,0 2,0 37,0
4. Own country budgets 106 7.010,( 824,C 7.834) 1.600,C 258,C 1.858,(
5. Own municipality budgets 229 58.880,( 3.666,6 62.546,( 8.355,C 933,C 9.288,("
6. Own city budgets 223 7.066( 8030 7.869,( 3.555( 2500 3.805,(
7. Own commune budgets 1.364 45.128,( 3.496,C 48.624,( 10.119, 858,C 10.977,
8 Budget of public institutions fully finan

73|  6.261,( 460, 6.721,§ 2.963,( 103, 3.066,
from local budgets 1

Budget of public institutions partly

10. BudgetF.N.U.A.S. 92 2.160,( 92,0 2.252,( 1.497,C 24,0 1.521,4

: 189 9.116,( 1.079,( 10.195,( 2.725 229,C 2.954,
financed from local budgets

11 Budget of public institutions and public

. : 460  6.113,( 261, 6.374,( 3.251,C 60,0 3.311,(|
hospitals financed from own revenues

Budget of public institutiongith budget

12. fundingandits own revenue 581 16.546,6 2.089,( 18.635,( 9.898,( 668,C 10.566,
13.| Own revenue of public institutions 57 91,0 9,0 100,0 58,0 7,0 65,0
I.  Total deviations in carryning costs 3.3938 407.092,; 13.996,( 421.088 51.116 3.923, 55.039)
y, Towlimegularities in thelministration 33, gg44¢ @61, 10305 1.166, 196, 1.362
and management patrimony
GENERATOTAL]I + 11) 3.725 416.736,; 14.657,¢ 431.393 52.282 4.119;, 56.401

As follows from the previous table an important volume of damages in amount of 247.209,0
thousands lei were related expenses of state budget, from which the most representatives are
authorities representative expenditures and executives in amount of 234.825,0 thousandths lei.

lllegal payments for total budgets, categories and nature of deviations are presented in Annex
no. 2 at current report

The figures presented lead to the conclusive results concerning how compliance by
authorizing officers at economic-financial discipline in using budgetary allocations.

9 Failure law regulations concerning administrations and management of public and private
state patrimony and of the administrative-territorial units.

Deviations were found with financial character in number of 4.200 cases, quantified at the
amount level of 3.779.796,9 thousands lei, which did not generate damages and were found in
principal in failure legislations concerning patrimony inventory, reevaluation of fixed assets, under
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evaluation of state capital gains and for remov
according to the law.
Centralized situation of deviations :which didr
-thou lei-
o Nz dev[;laiionSI
Pos Budgets No.of Qua_ntlfylng Measures removed
no cases  deviations ordered b duri
decision . 94rnd
inspection||
L State of budget 586 466.858,1 586 21
2. State social insurance budget 53 162.669,3 53 2
3. Unemployment insurance budget 24 95.330,¢ 24 1
4, Local budget 2.864 2.733.928, 2.864 99
4.1. | Own country budget 67 60.806,7 67 8
4.2. i Own municipality budtge 217 717.185,% 217 10
4.3. | Own city budgets 290 369.086, ] 290 8
4.4, : Own commune budgets 1.874; 1.157.070, 1.874 66
45 Budget of public institutions fully financed from local 128 418.033.4 128 >
budgets
46 Eltjgggtt of public institutions partly ficad from local 256 10.327.5 256 5
47 Budget of public institutions with budget funding and its 32 1.4187 32 0
revenue
5. Budget-.N.U.A.S.S. 119 25.879,C 119 8
6. Own revenus of public institutions 132 114.423,] 132 5
7. Authorizing ofters with budget funding and its own reve 326 68.166,C 326 12
8. Economic operators 96 112.541 ¢ 96 15
GENERATOTAL 4.200| 3.779.796, 4.200 163

From the whole additional incomes made by categories and natures of deviations what
amounts 227.639,4 thousands lei including interests, increasing and penalities which are related ,
just 40.338,4 thousands lei (17,7%) were cashed, and from all the damages found in amount of
431.393,0 thousands lei, there were recovered a total amount of 56.401,0 thousands lei (13,1%).It
follows that cashing differences of additional incomes and damages recovered should constitute a
concern of controlled entities and implicitly a carefully monitoring from Court of Accounts.

3. The main findings resulted following audit mission.

Court of Accounts run in parallel 259 audit missions, after which they prepared 240 audit
reports, comprising findings and recommendations adressed to audited entities in order to take
appropriate measures for eliminate irregularities and increasing performance in the management of
public funds, materialized in the economy, efficiency and effectiveness.

Audit missions had as objectives:
A

ensuring that financial situations are real, complete and accurately drawn and the

economic operations were conducted in accordance with laws and regulations in the

field;

according appropriate goals and it has achieved his own objectives;

the informatics systems.

independent and objective examination of how a program or an activity has functioned
Establish the existence and operation of control systems and internal audit and also

the investigation of situations in which there were doubts in connection with corruption

phenomena, fraud and money laundering, followed by appropriate information to the

proper authorities;
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A assessment of economy, efficacy and efficiency with which they were managed public
founds
Audit activities have been completed with audit reports, whose findings ,conclusions
and recommendations were reviewed and endorse by audited entities with which it has established
measures and deadlines to comply.

3. For all financial-accounting irregularities observed and recorded in the
control there were willing to have legal measures to remove them and
recover damages, according to specific procedures for recovery of
Court of Accounts.

Following the control made by Court of Accounts, there were issued 1.127 decisions in
accordance with art. 94 and art. 95 from Law no. 94/1992, through which there were arranged 4.577
measures for::

A removing irregularities that were found in financial-accounting activity controlled,
correcting accounting balances, accounts of profit and loss and accounts of
executions;

A suspension of enforcement measures that contradict legal regulations from financial
field, accounting and tax:

A Blocking of budgetary funds or special ones, in cases where it was found ineffective or
ilegal use of them.

For the damage observed, the control documents were transmitted to the competent court in
order to establish tort liability civil or criminal, after the case.
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Activityaccomplished by the Audit Authority

A separate chapter of public report is dedicated to the work of Audit Authority, independent
operational structure, operating near Romanian Court of Accounts and which has responsibilities in
funds available for Romania from European Union through the pre-accession ISPA and SAPARD.

l. The instrument for structural policies for pre-accession(ISPA)

The instrument for Structural Policies for Pre-accession (ISPA) was established by regulation
Board (EC) no. 1267/21.06.1999, in order tooachieve the objectives envisaged in the Partnership for
accession, concluded between the European Union and each state that candidated and to
accomplish national modernization programs to environmental infrastructure and transportd .The
program started in January first 2000 and the beneficiary countries are: Czech Republic Estonia,
Hungary, Latvia, Lithuania, Poland, Slovakia, Slovenia Romania and Bulgaria.

Following the Romanian accession to European Union, under art.28 from Protocol of
Accession Treaty of Romania and Bulgaria to European Union, i me a s uhateirs the time of
accession, were approved under Council Regulation (EC) no.1267/1999,and have established an
instrument for Structural policies of Pre-accession, and whose implementation was not completed
until this date, will be considered as approved by the committee according Regulation (EC) no.
1164/1994, establishinganCohesi on fundo.

In this manners, starting with January first 2007, all measures ISPA non-completed are being
implemented under the rules of cohesion founds stipulated in Rules Committee (EC) no.1386/2002
for the establishment of detailed rules in Regulations Board(EC) no. 1164/94 regarding management
and control systems for the assistance received from Cohesion found and procedure for making
financial corrections.

ISPA objectives are as it follows below:

to assist beneficiary countries in order to align their own environmental standards with
those of European Union;

to expand and connect transport network at the European ones;

to familiarize beneficiary countries with the policies and procedures applied by Structural
funds and cohesion of European Union.

The stage performance of ISPA program, in Romania at December 31 2007

Until December 31 2007, Romania concluded 65 Memoranda Founding, for implementation of
projects that belong to environmental and transport field and for technical assistance. The total value
of eligible cost approved for these projects, whose source of funding is provided by European Union
and Romania was 2.774.127 thousand euros, from which:

2.042.921, 0 thousand euro European Commission

731.206,0 thousand euro- Romania

From the amount of 2.042.921,0 thousand euro allocated by budget committee until
December 31 2007, Romania requested the transfer amount of 736.238 thousand euro in account of
National Founds of Preadherence from the Ministry of Public Finances( in present Authority of
Certification and Payment), representing 36,04% of the total that has been allocated.

A part from the amount of 736.283 thousand euro, requested to Committee, does not
represent expenditures incurred but advances because under Financing Memorandum, after their
signing, European Commission transfers to the beneficiary state an amount equal with 10% in rate of
75% for each measurement and 10% usually after signing the first contract work related, in form of
advance. Actual expenditure incurred, which represents the value of work that has been completed,
included in Statement of expenditure submitted to the Commission for refunding. At the same date,
these expenditures have totaled 450.347 thousand euro, respectively 61,16 % of the amount
requested and just 22,04 % of the amount allocated for Romania from European Commission
budget.
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From total amount of 2.774.127 thousand euro, allocated through spending community and
national budgets in order to cover expenses related to the projects financed by ISPA Program, during
the period 2000.01.01-2007.12.31 has been employed, by signed contracts from the 65 measures in
the amounte of 2.221.793 thousand euro, which means 80%.

Audit actions performed in year 2007, related program-ex ISPA

In accordance with the law regulations n0.94/1992 on the organization and functioning Court
of Accounts with subsequent modifications and additions, in 2007, the Audit Authority from the Court
of Accounts had mainly,the responsibility of performing the audit management system and control,
established to implement the ISPA Program, and the verification of declared expenditure Committee,
based on samples and checking to the final assistance, in order to complete the ISPA Statement
measures.

According to Audit program approved for 2007, there were carried out 14 audit actions,
from which: one audit action for verify the efficiency of the management and control system,
established for the implementation of ISPA Program , 3 actions for closing audit, for issuing
Statements to complete ISPA measures, 8 actions for verifying expenditure declared to the European
Commission and 2 audit actions to evaluate management systems and controls established for
Operational environment program and Operational transport program.

Audit reports, drawn as a result of these actions exhibition, were sent to ex-ISPA
Management Authority and National Found of Pre-accession (in present Authority of Certification and
Payments) from the Ministry of Public Finance, implementing agencies, the final beneficiaries of
funding and European Commission.

Main findings and conclusions of the audit actions

3.1.Audit and control management system

This audit followed to obtain a reasonable assurance that management systems and controls
designed to achieve programs ex-ISPA are comply with the provisions of Financing Memorandum,
because they provide a definition, a clear allocation and separation of appropriate authority and
because they work efficient for a satisfing fulfillment of functions.

The conclusion on how operating way of management systems and control was based on
checking the legality, reality, accuracy and eligibility of expenditure related to audit measures.

Followingt he verification that h dahst mhnagementraaddcentroi
systems, were set to run ex-ISPA program:

are comply with the provisions of Founding Memorandum, they provide a clear definition, a
clear allocation and a clear separation of tasks, with few exceptions detailed in audit
reports and recorded at each level of an organism with responsibilities in the progress of
ex-ISPA program;

works effectively, but there are still processes with deficiencies, on the procedures of auction
contracts, to the implementation of controls, at system accounting, at monitoring and
reporting procedure, at handling irregularities, at information and advertising related to
certain measures, etc.

3.2 Audit actions made for the finalisation of ex-ISPA measures
As noted above, Audit Authority of the Court of Accounts is the organism designed to

issue Statements on completion of the community assistance, in accordance with art 13-14 from
Regulation (EC) 1386/2002, statement that is issued after the conclusion of each ISPA measure,
accompanied by a report which will include all relevant information for its justification, including a
summary of the results of all inspections concluded by the national and community organisation to
which the declarant has had access. The purpose of the statement is to provide an independent
conclusion on the validity and correctness of the application for the final balance.

Information based on audit actions in order to complete the measures accomplished in 2007,
are presented in the following table:

Synthesis of the public report 2007



-thoueuro

Ratio between tt
Total amout total expenditure Ratio between to
Pos _ _ Type Period Total eligibl of expenditer Totlaexpenditur verified a_nd tote expenditure ve_rif_i
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’ audit approved up to date: date 2007.12.2 declared upto a.  costsapproved
2006.12.31 date (%)
(%)
0 1 2 3 4 5 6 7=6/5*100 8=6/4*100
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statement completioi Final 13'1..2'200‘
1 . I 1.640,0 1.621,5 1.621,5 100,0 98,9
measurtSPA nr. 200 audit 31.12.200¢
RO/16/P/PA/011 T
Audit in order to issur 01.01.200¢
o Statement completioj Finall ==y 18100 15668 1.091,5 69,7 60,3
mesurdSPA nr. 200 audit 30.06.200
RO/16/P/PA/001 N
Audit in order to issu .
statement completio; Final 17.09.200z
3 . I 3.500,0 3.461,8 1.979,5 57,2 56,6
measurtSPA nr. 200 audit 30.06.200"
RO/16/P/PA/003 R
TOTAL 6.950,0 6.650,0 4.692,4 70,6 67,5

The overall objective of these audits has been:

- efficiency verification of systems of management and control, according Chapter IV, art. 9
alin.1 (a) from Regulation CE no. 1386/2002;

-verification of declared expenditure and those included in the final request for payment,
respectively: correctness and completeness of information presented in Final Certificate,
Final expenditure declarations and the Request for final payments; reality, legality and
expenditure eligibility, implementation measures in accordance with the terms MF and with

assigned

objectivesd

and

measur e.

The verifications made to issue Statements at the completion of three measures of technical
assistance have highlighted some dysfunctions in operation controls regarding implementing
measures. Deficiencies that were found did not affect the implementation of all ISPA measures.

Still, in the case of two measures, the management of responsible organism with
implementations, they have not pursued in all compliance with Founding Memorandum related to
products that should have been delivered as a result of technical assistance, which may lead to the
application of financial correction by European Commission in accordance with community
regulations.

3.3 Verification, based on samples, of declared expenditure of European Commission

The general objective of verifications, based on samples, was obtaining a reasonable
assurance that the amounts declared CE, in verified period, are legal, real and that they are
respecting the rules of eligibility and regularity.

In audit mission, for accomplishing the main objective there were established the following
specific objectives, to obtain a reasonable assurance that:

1 Contract auction process related to measures included in the sample was conducted in
accordance with regulations and procedures EC (or IFI) and national in the current field;

91 Declared expenditure to the EC are legal, real, eligible, properly recorded in accounts, and
the corresponding national co-financing has been available;
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9 the measures objectives are in accordance with the Memorandum of Founding,(with physical
state of performance contracts in the case of works) and in line with the payments that have
been made;

1 the responsible organism for the ISPA project implementation have acted in accordance with
MF for effective implementation of requirements concerning information and
publicity(previsions of Annex I11.6 at MF ISPA);

1 the audit related process is conducted properly and allows reconciliation amounts, and
preservation of documents corresponding to all levels involved.

Also, i t 0 sfolllwvedethe identification of systemic character of deficiencies found, with
higher risk in implementing appropriate measures, of causes that led to their appearance, corrections
and of preventive actions.

As a result of actions planned in the audit period January 2007- December 2007 ,there were
drawn 12 audit reports. These reports, in final form, were submitted to audited entities, Certification
authority and Payment and ex-ISPA Management authority. Audit actions for evaluation of
management systems and control, established for the operational environment and the operational
transport, were finished in year 2008.

Main information, in general, regardeless to the verification of declared expenditure to
European Commission in 2007 are:

-total expenditures declared to EC in 2007: 246.012, 3 thousands euro;

-total expenditure declared to EC, cumulative from the beginning of the performance
measure, up to date 2007.12.31: 501.184,9 thousand euro;

-verified expenditures in 2007: 192.564,7 thousands euro;

-total verified expenditures up to date 2007.12.31: 239.647,3 thousands euro;

-percentage of total verified expenditure against the total expenditure declared to EC up to
date 2007.12.31: 47, 8%;

-number of irregularities identified in 2007: 27;

- value of unjustified expenditures in 2007: 1.817,7 thousand euro;

- error rate detected in 2007: 0, 9%.

General conclusion

Checking that were made have revealed irregularities in addition to financial impact, and a

number of deficiencies on the functioning of control systems, which were recorded in the audit
reports that were drawn up and for whom there were made recommendations for remedial.
As apparent from data presented above, from total expenditure verified in 2007, in amount of
192.564.692 euro, for a number of 27 measures, there were identified 27 irregularities with financial
impact which totaled 1.817.694 euro. Also, error rate detected 0, 94% was below the materiality 2%,
used in sampling. The conclusion that can be detached from the analysis of this information,
considering lower error rate, is that the implementation of ex-ISPA measures works satisfactory,
deficiencies identified during audits did not not produce major errors in financial plan.

II.The special program of Pre-accession for Agriculture and Rural Development-SAPARD

The special Program of Pre-accession for Agriculture and Rural Development, established by
regulation (EC) no. 1268/1999 concerning European Commission support for pre-accession
measures in agricultural and rural development of candidate countries from central and est Europe, is
the main instrument through which European Union has support Rumanian process of pre-accession
in agriculture and rural development.

The Agreement of multiannual funding (AMF) between Romanian Government and European
Community Commission, signed on Bruxelles at 2001 February 02 and ratified by Romania by Law
no. 316 from 2001 June 18 establishes the administrative form, legal and technical in order to
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achieve the National Plan for Agricultural and Rural Development of Romania (NPARDR) which was
approved by the European Commission in 2000 December 12 by a decision in accordance with art. 4
(5) of Regulation (EC) no. 1268/1999.

Giving financial assistance by EU is conditioned by a national co-financing provided in the
state budget which amount in average of 25% of the cost of projects SAPARD. This public
contribution is added, for certain types of projects, and a private contribution from the beneficiary of
the project.

The stage performance of SAPARD program at 2007.12.31
From yearly finance agreement, in period 2000-2006, European Community allocated
Romania, in average, 153 million euro by year, was added to the national co-financing, stipulated in

state budget, approximately 50 million euro yearly.

At the end of financial exercise 2007,the stage of implementation of the Program SAPARD
corresponding to the whole period of funding is represented as follows:

1.521.449, 6 thousands euro - the total value of non-reimbursement funding allocated by
European Commission;

1.475.240.0 thousands euro i the total value of commitments signed by the payments agency
with the beneficiaries of founds that represent 97, 0% of the amount allocated;

1.024.720, 0 thousands euro i total value of payments made, level of consumption is 67, 4%.
Activity of Audit Authority as a Certifying Organism for SAPARD program for the
financial year 2007

According community and national regulations, Audit Authority works as a Certifying
Organism and acomplish following powers:

- issue a certificate regarding the account EURO SAPARD and yearly Agency accounts,
regarding accuracy, integrity and veracity of these accounts;

- annual reporting regarding compliance management and control systems of the Agency refering
to their ability to ensure compliance costs;

- verifying the existence and correctness of the element of national co-funding.

The Certifying Organisation has made the audit of Payments Agency for Rural Development
and Phishing(PARDP), according with audit standards international accepted(IFAC) and with
community regulations which are following if:

-the internal control systems of APDRP and ACP from Economic and Finance Ministers, with
special reference to the accreditation criteria of AMF, provide reasonable assurance that the
amount contribution of the Committee was spent according to the Community regulations;

- the yearly account of APDRP, prepared for the financial year ended at 2007 December 31, is in

accordance with the agencybés books and recor d:¢

- statements of expenditure include real recording, complete and clear of operations performed in
the program;

- Community financial interest is adequately protected regarding the amounts to be collected;
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- recommendations for system improvement, addressed APDRP, have been implemented and
measures were taken to remedy the deficiencies noted,;

- were unusual transactions and were registered technical difficulties for the implementation of
program in reference year.

In financial year 2007, the total payment made by APDRP for projects founded under nine
accredited measures has been in value of 345.100,0 thousands euro, respectively 1.146,024,6
thousands lei according to the annual expenditure and accounting records of the agency.

Certifying Organism has verified a representative sample of payments in total amount of
537.500,3 thousands lei which represents 47% of the total payments made by APDRP to
beneficiaries in 2007. Also, there have been fully audited by the agency during the financial year
2007, in total value of 16.293,8 thousands lei.

Following audit activities that have been conducted, the report and the audit certificate were
issued and they were transmitted to European Comity and audited entities.

The results of the projects verifications within the SAPARD program

The audit activity performed regarding payments made in the projects funded through
SAPARD Program, put in evidence a number of deficiencies with impact on financial statements,
mainly refers to the following aspects:

- acceptance for payment of certain works in conditions in which the documents presented at the
settlement were drawn in the wrong way(ex: it contains items of expenditure double required or
wrongly calculated, values of material resources bigger than those actually supplied, etc);

- reimbursement of expenditure representing consulting services for drafting feasibility study, in
condition in which they were not provided in the budget project or contracted works were not
executed, nevertheless, the consulting expenses have been paid injustified;

- reimbursement of expenses representing the value of works not included in category of those
stipulated by natio n a | regul at i on saccomplishhdathieeatigibility doredioms, which
illustrate the unforeseen expenses in technical data sheet of the measure, work not performed,
amounts reimbursed twice and wrongly included in work situations, work not complying with quality
requirements, materials included in the work situations and reimbursed at higher prices than those
that were purchased,etc;

- authorizing the payments of expenses in conditions in which the beneficiary funding SAPARD
not presented at least three offers in accordance for goods and services purchased whose value
exceeds 10.0 thousands euro, contrary to point e. point 2 art. 4 section B from AMF.

Following the findings and recommendations of the Certifying Organism, the Agency has made her
own checks and has establish debts for unjustified amounts which were recorded in the debtors
ledger and which started recovery procedures, according to the law.

In terms of checking out the operations performed in debtors of accounts, there have been
highlighted the following aspects:

- at 2007.12.31 the debtors account balance did not reflect the value of all borrowers identified
during the financial year. Following the findings, the agency has taken measures regarding to
registration of all debtors in the Debtors ledger;

- monthly reconciliation between accounting fees service and debit recovery office were not
made based on reports generated by software i the debtors ledger module i but based on manual
records, which generate discrepancies between the amounts of the debtors ledger and accounting
records of the agency, unidentified through a monthly reconciliation performed by two specialized
services;

- between January-august 2007 the account euro SAPARD was reunified from the state budget
by the amount of 329,9 thousand euro regarding a number of 19 annuals debts, as a result of non-
recovery within 2 years from the date of registration, according art. 14 paragraph 2.8, section A from
Multi-annual founding agreement. In the same period it has been recovered the value of 4 annual
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debts, including interest (calculate until the date of recovery) in amount 80, 7 thousands euro, the
equivalent of 272, 2 thousands lei, which needed to be transferred in euro account SAPARD and not
at state budget. Following the recommendation made by Authority of Certifying and Payments for
taking necessary measures regarding reunification account euro SAPARD, with the amount of 80,7
thousands euro representing annual interests related to annual debits, operations were carried out in
order to remedy the deficiencies noted;

Also,as a result of the inspections carried out, it has been found a number of deficiencies
regarding violations of working procedures of the Payments agency, as follows:

-the manual of procedure belonged to the Direction of Control and Anti-fraud from the Agency,
d oesnot repordimg/thedvay in which the complains are being resolved, in the way of including
information on the conclusion of the decision taken in complains cases;

- has been identified situations in which funding recipients did not meet during the contract, all
eligible criteria considered for approving the application for funding. For example, few beneficiaries
have recorded after the signing date of contract financing, financial loss/outstanding obligations
against the state budget and/or to the state social insurance budget;

- accounting payments procedure does not contain provisions concerning the recording of debts
that have fulfilled the term of 2 years from constitutions date, stipulated by art. 14 paragraph 2.8
Section A from AMF;

- were found failures of Debtors module from software ProSys regarding the evidence
calculation and reconciliation with the accounting of data regarding the debts.

Following the audit activity conducted, findings were recorded and formulated
recommendations to the audited entities, to eliminate deficiencies reported and improve the
functioning of management systems and internal control established to implement the SAPARD
program. The mission results were reflected in the report and audit certificate transmitted to the
European Commission.

Other activities of Court of Accounts

In the summary report there have made references to the collaboration activity of
Romania Court of Accounts with others similar institutions in the INTOSAI and EUROSAI to which
the Romanian Court of Accounts is a member with full rights. Of those, an important role have
cooperative actions with few supreme audit institutions from members stare of European Union with
which they developed and completed a number of three twinning projects, with the general objective
of institutional strengthening of the Court of Accounts.
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