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The Court of Accounesxetts the control on the formationadministrdion and use of the financial resources of the state
and of the public sectorpffering to the Parlament and to the deliberative public authorities of thadministrative
territorial authorities reportsregarding the use and administration of thesesourcesin full conformity with the
principles of legalityregularity, economyeficiency andeffectiveness

Thecontrol fundion of the Court of Accountss performed through public external audit proceduras provided by its
own audit standardsdeveloped according to the international auditing standagdseilly agreed

The Court of Accoungserforms its activityautononously, as per the provisions of the Constitutiamd of its own law on
organisation and operation andh its position of Supreme Audit Institutipnepresents Romaia in the international
organisations in the field

Within the competenciestipulated by the lawthe Court of Accounts performs kpecific powersver the following areas

a) formation and use of the resources state budget of budget of the state social securitiemd of the budgets of
the administrative-territorial units, including the transfer of funds between these budgets

b) constitutionand use of the other publifundscomponents of the general consolidated budget

¢) formation and management of the public debt amd the governmental guarantes for internal and external
credits

d) use of the budgetary allowances for investmend$ the subsidies and transfers and of any other forms of
financial support from the state and from tle@ministrativeterritorial units

e) constituion, administraion anduse of the public funds by the autonomous administrative authoritieskanthe
public institutions founded by the law as well as by the autonomous organisms of state social securities

f) statement evolutionand way of administration ofhe public and private patrimony of the state and of the
administrative/territorial units by the public institution®y the self managed public companidsy the national
companies andirms, including concession and leagkgoods that are part of thpublic property

g) constituion, use and management of the financial resources for the environment protedtigprovement of
the quality of life and labgr

h) other areas where the law has established the competency of the Court.

TheCourt of Accountperforms its activity of controhnd audit on the following categories of publantities

a) state andadministratie-territorial units, aslegalpersons ofpublic law with their services and public institutions,
self managed or not

b) National Bank of Romania

c) self managed public companies;

d) trade companies where the statthe administrative-territorial units, the public institutionsor the self/managed
public companies alone or togetharompletely or more than a half of the capital share

e) self managed organissnof social securities or of any other nature that administrates goods, values or farads,
legal compulsory regime&nder the conditions that the law or their statutes provides accordingly

The institution may decide to perforthe activitiesprovided ly the lawat otherentities that
a) benefits of governmental guarantees for creditsf subsidiesor of other forms offinancid support from the
state, from the administrative-territorial units or from other public institutions
b) administrates in the condiions of acontract of concession or leasgoods belonging the public grivate
property of the state or of th@dministrative-territorial units
¢) administrates and/or use public fundsthe checks being maden the sense of the preserlaw, as far ashe
legality of the administration and/or use of these funds are concerned

The control on theexecution of the budgets of the Chamber@épuies of the Senateof the Presidency Administration,
of the Government of the High Court of Cassation and Jusstid the Constitutional Couybf the LegislativeCouncil and
of the Ombudsman igxeited exclusiely by the Court of Accounts

Upon demand of the Chamber of Deputies or of the Senate, the Court of Accounts controls the way the public resources

are maraged by some institutions and public authorities and reports on the findings




@ CIUPTIELA [DE CONMURI A BOVAIE

Chapter

1

1.1 The results of the public external audit and control activities

According tathe new provisionsf the Law no94/1992 as amended and completed by the Law. r#1.7/2008 starting
with the year2009,the Court of Accounts has set up, as n@ijectives of its specific activifyhe priority carrying out of
financial and performance auditing missioinsparallel with its traditional activityf control on the way of formation,
administration and use of the financial resources of the state and of the public.sector

The audit migsns and the control actions caed out, according to the lawhas as main objectives as follaws
A The financial audit on the execution accounts2f®8of:
- the state budget

the budget of the state sociakcurities
the budget of the special funds

- the budget of the securities for ungotoyment;

- the budget of the unic nationdlind for social health securities
the budget of the state tresury;

- the general account of the state public debt
The performance audit on the way of formatiafistribution and use of the funds at the Governmeligposa]
The audit and control on the budgets the administrative-territorial units;
Controls carried out at compags and national trade companieself managed public companies of national and
local interest trade companies with majority capitahare of thestate or of theadministrative-territorial units
as well as at their branches ardbsidiaries
Controls performed at thentities having responsibilities in the banking field and indhpitalmarket,
Controls carried aut at thentities having responsibilities in the area pfivatization ;
Controls performed on demand of the Chember of Deputies or oStheat;
Controls decidedipon its own initiative in various fields
Public external audit on the European Community funds

> >

v I > >

The publiaeport on the yeaR008includes the results of the audit and control activitiesformed by the speciaéd
structures of the Court of Accounts on the execution accounts and on the financial statements drawn up at the end of the
financial yea2008,acmrding to the Activity Plan on 2009 approved by the Plenum

As per this programme, the central and territosaluctures of the Court of Accounts carried out a totaRaf62checks
at 2.024 entiies, resulting in6.870acts, out of which
A 2.008audit ard control reports
A 1.684statements of facts
A 613unilateral notes
A 66 statements of facts for minor offences
A 54 statements of facts drawn up separately for the cases where there are indications that the
irregularities are committed by thinfringement of the criminal law
A 235conformity certificates;
A 1.363 dediions

It is worth mentioning that, at certain entities, along with the carrying out of an audit mission, a control has been
performed, so that, during 2009, the same entity veabject of two kind of checks
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The financial audit activity has been performed at510entities, out of which: 711main spending centre®4secondary
spending centres699tertiary spending centres arlother public authorities and institutions.

A nunber of 258 entiies were subject tahe performance auditing respectively231 main spending centresl 2tertiary
spending centres2 national companies ang national trade companies

The entities submitted to the controlwere 394, respectivelyd7 main spending centresl4 secondary spending centres

83 tertiary spending centres28 national companies and their brancheg4 self managed companies and their
subsidiaries 18 national trade companigsb4trade companies of local interest2banking sociges and their branches

and49 other public authorities and institutions

Graphic display of the checking actions on entisggesented as follows

Main spending
centres
989

Other entities
264

Secondary spendin

centres
115
Tertiary spending
centres
794
Graphic display of thecontrol and public external audit actions follows
Financial audi
70%
Performance

audit
12%

Control
18%

The completed audit andontrol actions have been caed out at2.024 entiies and aimed at checking the execution
accounts of their budgets 08008,the way they used the fundallocated through the public budgets as well #se
administration and management of the public and private patrimony of the state and ofdhenéstrative ¢ territorial
units.
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Graphic displagletailing the entities subject to the checksf the Court of Accounts iB0092
989

Main spending Secundary Tertiary National  National Trade Self-managed Self-managed Trade Trade Political parties  Banking Other public
centres spending spending Companies regies regies of local companies companies of companies  institutions
centres centres interest local interest

Geographic distribution of thentities checkedon districts and development regiorfellows
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54 entities
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38 entities
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North-West Region
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The Court of Accounts performs its specific activity of public eatexndit and control through th@ departmentsat the
central leveland through itsA2 territorial chambers of account$41 districtual chambers of accounts and the Chamber of
Accounts of Bucharest municipalitgs per the competencieset up in its own Rules of organisation and operation

In the 8 regions of development grouping variousriits, the specializedtructures of the Court of Accounts carried out
checking actions as folows

E Nord-East Region: Hpn | OUGAdzyAT
E WestRegion Myp | OUGAdzyAT
E North-WestRegion HTp | OUGAdzyAT
E Centre Region HoT | OUAdzyAT
E SouthEast Regian Hyp I OGAdzyA

E South Region opn FOUGAdzyAT
E BucharestifovRegion HnH I OGAdzyAT
E SouthWest Region MpH | OGAdzyA @

The specifiobjectivesof the public external audit and contrpfogranmed and performed ir2009aimed at

o Financial auditing of the budget executiancounts or2008;

o Performance auditing of thevay of formation alocation and use of the Funds at the Governme
disposal

o Control on the observance of the legal provisions concerning constitution, evidemm&toring and
collection of the state budget

o Controlon the situation evoluion and way ofadministraing the public andprivate patrimony of the
state;

o Controlon the way of formation and use of tha&ncid resources of thetate;

o Control on the way the social securities contributionslated to the salary rights obtained througt
judgments pronounced in civil courtare determired and transferred (cortributions for state social
securities for health and unemployment a.s.9.)

o Control regarding certain rights of salarial nature offered to the erygbs

0 Control on the observance of the legality as far as the commitment, completion, ordering and paym
the public expense

As a result of the checking actions effectelde evaluation of the irregularities found and the amounts due to the public
budgetsis presented as follows

Evaluation of the irregularities found
No. Explanations u.m.

Easrtrl]rgjrt:d Accessories Total

1 Extra income Thlei 676.601 41.008 717.609
Theuro* 159.677 9.678 169.355

2 Prejudices Thlei 710.566 7.701 718.267
Theurc* 167.®3 1.817 169.511

Thlei 1.387.167 48.709 1.435.876

SUBTOTAL (1+2) Theurot 327.370 11.495 338.866

3 Financial accounting irregularities U o ) Rl
Theuro* 9.826.726 - 9.826.726

Thlei 43.025.%4 48.709  43.074.663

TOTAL (1+2+3) Theurot  10.154.097  11.495  10.165.592

* An average rate of exchange Leu/Eura@373for 2009 has been used
Source National Bank of Romania
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Graphic display of themounts due to the public budgets &stimated of the findings follows:

Extra income
50%

Prejudicies
50%

Further to the above mentioned information it results that to the public budgets will be reimbursed, in equal quotas,
important amounts as a result of the irregularities generating extra income and of the estimated irrpgytaents

The Court of Accounts has also found out financial accounting irregularities that did not lead to prejudices, estimated at
41.638.787 thousand lei, the most significant being related to
1 maintaining by the General Directorate tfie Public Fiance Bucharestnithe analytical recordand in those on
contributors, includingn the analytic and synthetic accountingecords, the fiscal obligations of the radiated
contributors estimated at 14.063 milliorei (3.319 millioneuro);
91 breaching the lgal provisions related the administration and management of the public and private patrimony
of the state and of the administrative/territorial units, quantified H#.970 milion lei (3.061 miion euro);
1 deficiencies regarding the legality, regularitydareality both of the accounting recordand of the accounting
balance estimated at 5.528 millioriei (1.304 miion euro);
1 the low quality of the budget execution accounts as well as finaac@bunting irregularitiesamounting to
approx. 2.039 milion lei (481 milion euro).

Consideringthe main strategic objective of the Court of Accoyrttsat is to obtain the assurance equally for the
Parliament and for the contributothat the public money is used according ite destinationin full observance fothe
principles of sound fiancial managemerdand the public and private patrimony of the statemsnaged accordingly, the
results obtained lead to the conclusion that, 2009 the whole activity of the institution has been dedicated to reach this
objedive.

The argument to support this allegation is the fact that the quantified results obtained in, 28l@%ed to the budget
execution of 2008, compared to those related to the budget execution of 2007, are evidently sufénis, the
estimated amount of the irregularities found, including those with finanescounting impact, increased by
approximatelylOtimes n 2008 that estimated for2007,as displayed in the following table:

- million lei-
Year Differernce Difference
. 2008 .
No. Indicators compared to in %
2007 2008 P 2008/2007
2007
1 Extra income 227,6 717,6 490,0 315,3%
2 Estimated prejudices 431,4 718,3 286,9 166,5%
3 Total (1+2) 659,0 1.435,9 776,9 217, %%
4 Financialaccounting 3.779,8 41.638,8 37.859,0 1.101,6%
5 Amounting to (3+4) 4.438,8 43.074,7 38.635,9 970,%%
6 Total number of cases 10.150,0 12.253 2.103 120,7%

| 00 |
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The new legislative amendments ledN@® RdzOAy F3 (KS ydzYo SNJ 2 F 45 KrSsulboptheiegidd f | C
in harmonizing the specificctivity with the good international practiceAlso, the turn from the classical control approach

G2 GKS SEGSYRSR FTR2LIIAZ2Y 2F GKS | dzRAG 02y OSLIi &aK2dzZ R |
activities. This approach will allow tokaeve the obligation to check all the annual budget execution accounts at least
once in three years, as per the art. 27 of Law no. 94/1992.

¢tKS NBRdAzOGAZ2Y 06& 2yS GKANR 2F GKS /2d2NI Q& OKSOcentroh & SE
one, this supposing a more complex a@ide consumingactivity. Thus, if for the financial year 2007 a number of 2616
control actions have been carried out, i.e. 91% of the total activity, and 259 audit missions, i.e. 9% &@drt8@08 the

Cout of Accounts carried out 394 control actions, i.e. 18% of total, and 1768 audit missions, i.e. 82%. This means that,
starting with 2009, the Romanian Court of Accountsadopted on a large scale the modern chacking procedures practicec
by most of the Suprem Audit Institutions members of INTOSAI.

Also, according to the previouggulations the Court of Accounts carried out the control activities at the spending
centres whichaiming atthe management discharge but presently the Court carries out the finhaodit on the budget
execution accounts which restitt the conformity certificate.

In order to remedy all the irregularitiegatedin the acts dressed and, respectivalythe statement of facts enclosed to
them, including torecover the illegal paments found, the Court of Accounts issue@63decisionsdisposing7.256de
measures according to the provisions of tHeules on organization and performance of the specific activities of the Court
of Accounts as well as the follow up of the acts tesuthere from(further denominated RulgsAlso, based on the
stipulations in the Law no. #4992, republished, and in the Rules, the specialized structures of the Court of Accounts
requested the checked entities to establish the extent of the prejudimed to take the necessary steps for their
recovery. Of the total number of decisions issu@d)23have been alreadimplemented.

Compared to the total number of measures disposed by the Court of Accounts, the rejected measures represent only
1,4% that reveals the increase in quality of the audit and control acts dressed by the public external auditors of the Court
of Accounts and agreement to the found deficiencies by the checked entities together with the assumption of
responsibility to correct thereors and undertake the necessary steps to prevent their occurrence in the future.

It is worth mentioning here that, in 54 casdéshas been found facts considered bave been done by breaching the
criminal law, those cases being submitted to the ingiitas entitled to establish the responsibility, informing the
management of the subject entities accordingly

Upon completion of thel.510financial audit missions on the budget execution accounts of the public entities on 2008,
the Court of Accounts expssed clear opinions and issued a numbe228 conformity certificates, representing 16%of

the total audited accounts.This quota,compaed to the percentage of management discharge recorded the previous
years 0f49,2%in 2006 and45,3%in 2007,reveak the increase in the professionalism of the public external auditors of
the Court of Accounts in exerting the power of auditing the budget execution accounts

The main categories of deviations and irregularitiesay be classified as follows

/v Generating extra income

Deviations and Generatng prejudices

\ Financialaccounting that

did not determined prejudices

irregularities
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The statement of the found deviationhat diminished unjustified the resources of the state and of the public sector and
produced prejudices to the public budgets, function of #simated amounts, frequency and number of cases
displayed as follows

Estimated . .
. . % in  No. of % in
No. Categores of deviations - thousand
lei total cases total

Non setup, nonrecord and norcollection in full and in time tt

J 0, 0,
L amountsprovided by the law for certain budget income SHSEA L g
2 Nonobservance of the legality an regularity in making paym 343.34 2399 3.025 53,1
Breach of the legal provisions related to th@ministraion and
3 management of the public and privapatrimony of thestate 257.25 17,99 114 2,0%
and of theadministrative- territorial units
4 Nonobservance of the legality related to the public supplies 94.42 6,69 16 0,3%
5 Irregular_ltles regarding theeality and accuracy of the 73.04 519 70 1,20
accounting records and balances
6 NonHfulfilment of the financial obligations due to the public 65.47 4,69 863 15,19
budgets
Deviations concerning the activity of state fiscal and financi
7  controlexerted by the Ministry of Public Finance through its 38.98! 2,79 48 0,8¥%
specialized organisms
8 Theillegal use of the budget allotments 13.18 0,99 58 1,09
9  Other deviations found 11.23 0,89 65 1,1%
TOTAIAMOUNT 1.435.87 1009 5.697 100%

Graphic displayof the statement of deviations that diminished unjustified the resources of the state andhafpiublic
sector and causedgrejudicesto the public budgets follows

Breaching the legal provision
related to the administration
and management of the publi
and private patrimony of the
state and of the administrative
territorial units: 17,9% H Findings concerning the reali

and correctness of the
accounting records and of th
balance-sheets: 5,1%

Non-observing the legalit
related to the public
procurement: 6,6%

Non-observing the financi:
obligations to the public

budf;ets 4,6%
Non-observing the legality ir B Deviations regardmg the

making the expenditure: 23,9' activity of state fiscal and
financial control exerted b

g MPF through its specialiye
\ organisms: 2,7%
B The illegal use of the budg
allocations: 0,9%

M Other deviations: 0,89

Non-establishment, non-recor

and non-collection in total ant

in the legal terms of the budge¢
revenues: 37,5%
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1.2 The results of the other activities of the Court of Accounts

Raports requested by the Chamber of Deputies

According to the art. 42) of Lawno. 94/1992 re-published the Chamber ofDepuies requested the Court of Accounts to
control the way the public resources have been managed and to report on the findings. Upon completion of these
controls, the following reports have been issued

2 Report on the way ofadministrating the patrimony of the Romanian statecoresmnding to the majority capital
share in the possession of the Authority f@apitalization of the State Assets (AVAS) as well as the influence on
state budget, related to the sales of debtstat { / abAO2f Ayl é {! LI OA

Further to the control carried out at the above mentioned trade company, the rimopbrtant findings are as
follows:

i The special remit given to thEVAS Bucharest representative by the general assembly of the shareholders
of SCa b/ h [ ISAL l¢bBelnd the base of the sales of the functional asset$-actoryfor Building
Equipment$ and oSedion for Navvy Machinerydid not observethe express dispositions of the AVAS
Council for Advice and Survey and the Decisions of the Mar@@inard of AVA®ecause it has been
signed by AVAS Viggesident without having the related powers. According to tlegal provisions only
the AVAS President has the powers in this respect and only after obtaining the approval of the AVAS
Managing Boareénd/or of the AVAS Council for Advice and Survey

1 The conclusion of the Sales and payment contfactthe assetofactory for Building Equipmerithias
been madeby the management of the trade compamjthout observingthe dispositions included in the
Presentation Fileapproved by the Board of Directors 8C'NICOLINASAL | the\d&cisions of the Board
of Directorsand the Decisionsf the Ordinaryand ExtraordinaryGeneral Assembly of the shareholders
without considering those agreed and stipulatedlie statement of factsdeciding sale of the respective
asset.

During the control, the Board of Directors 8Cab L / h [ L b! ¢ { kd thelgénaral mariagef Bl
elaboratg to sign and to register at théaw CourtL | @cthon in establishment of factsiview to
annulment of the sales contract concluded betwes@ob A O2 f A y [SECoficept lhvgsinent SRL

. NI rtelatetl to the assetFactory for Building Equipmeritsd

9 The conclusion, by the leadership®Eb L / h [ $Ab | ad the sales and payment ntract of the asset
a{SOGA2Y ¥ 2NJ dridé& gisperaihglliusefolitialy t the provisionsof the statement of
factsand of the Presenting File and the price agreed has been payed out by the buyer very late, that had
direct influence on thefinancial situation of the companywhich became subject to the insolvency
procedure

 Organization, carrying out and follow up the results of the inventory of the assets and lialiilitibe
company revealed that the inventory did not cover all theetssand liabilities of the companthe legal
provisionsconcerning record in the accounting of the inventory pluses, the inventory of the fields did not
consider the documentattesting their property and thelocation drawings and no legal steps have been
taken to clarify the juridical situation of all the field surfaces in order to determine their impact on the
capital share

The control act was subject to a decision and has been submitted to the prosecution.
The complete report has been submitted to thbemmission especially set up by the Chamber of Deputies that
requested the Court of Accounts to carry out the control.
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2 Synthesis of the findings resulting from the control performed on request of the Chamber of Deputies thrc
the Decision no34/2009,concerning the use of the financial resources at the Ministry of Youth and SEMTSS)

Following the checks and the information obtained from the Minist[y employees that have made, signed and
approved thedocuments related to the orgartizii A 2 Yy #d&h DayK factsdor which there are indications to
be committedby breaching the criminal law have been identified.

The main findings are

i Deviations from the legal provisions concerning financing the expehgSallotted and payedin the
framework ofthe contracts concluded with two trade companies for the organization ofoth@ dzii K 5 |
on May2, 2009 the amount of 3.068 thousaniei, with thousandlei more than the expenses effectively
made by the sellerpractially 2,2 timesmore), under the canditions that those two sellers payed to the
subcontractors for the organized events only 1.686 thouskendt has been found out that, out of the
total of 1382 thousand lei, for the amount of 884 thousand lesapply orservice has beeidentified,;

1 Non-observance of the legislation in the field of public supplies breaching the principle of promoting
the contest between the selling companies and the efficient use of the public funds, the selection of the
supply procedure without observing the vallimits leading at suspicions of understandings between MTS
and the suppliers aiming at the preferential attribution of the contracts.

w

The control act drawn up upon the checks carried out at this ministry has been sent to the General Prosecution
next to the High Court of Cassation and Justice in order to be considered according to its competence.

Basing on the Decision no. 33 dated July 27, 2009 of the Chamber of Deputies date when the Annual Public Rep
if the Court of Accounts has been pubksl a control actionon the repercussions of th®il Agreement of Sterling
Resource€€ompany Ltdover the patrimony, resources and expenses of the National Agency for Mineral Resoag:
under development

Also, as per the Decision of the Chamber opl@es no.47/20.11.2009at the date when the public report has bet
published, a control action was under development at the Ministry of Tourism, aiming at checking the amounts s
promoting the tourism and the image of Romania that will be coretisith a corresponding report.

Reports issued on its own decision

2 TheReport on the expenses for staff and the number of post at the local budgets beR0&&2008,as well as the
categories of incentives the staff in the local public administratikas benefit

The report included an analysis concerning the evolution of the staff expenses and of the number of posts at the local
budgets, including the categories of incentives the personnel in the local public administration benefitted in the
related period.

The report presented an aspect that has been extended last years in the local public administration related to the
establishing and paying incentives and salary rights, beyond the legal framework ruling expressly the salaries or other
rights of he nature, for the benefit of the personnel employed in the administratareitorial units.

The analysis of the staff expenses and of the number of posts financed from the local budgets revealed the following
conclusions
1 within 20052008, the staff expeses doubled, from 7,5 billion lei in 206515,3billion lei in 2008,that is
from 2 billion euroto 4,2 billion euro;
9 the highproportion of the component incentives, indemnities, allocations or other salary rightbe
category of staff expenses fro24%in 2005to 32%in 2008,contrary to the proportion of he basic wages
that decreased fron50%in 2005to 46%in 2008;
1 the average expense on each post increased with more #@#6from 12,5thousandlei in 2005to 23,8
thousandlei in 2008 (vith 11,3thousandlei);

e ¢
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1 insufficient regulatioras far as the salaries are concerned and limitation of the administrative apparatus of
the administrativeterritorial units,

1 the quantum of the salary rights and of the incentives approved beyond the legal framew@0308
amounts at953,5 milion lei (259 milon euro), repraenting0,18%of Domestic Gross Product (DGP) being
awarded at4.488 entites i.e. at234.029persons employed in the local public administration representing
36,4%0f the total number of postéinanced from the local budgets

i heterogeneous practice of the contentious administrative courts when judging the cases that regard the
legality of the various pecuniary rights in contradiction to the decisions of the Constitutional Court

1 in many caseghe decsions of the Court of Accounts aiming at recovery of the amounts related to these
illegal payments have been revoked in the courts, considering that the measures disposed by the
Chambers of accounteverpass their competency provided by the Jaw

1 unclear formulation of certain legislative texts that leads at their different interpretation, approache and
implementation.

In order to cease extending of this practice and having in view the escalation of the social tensions created by the
salary rightsthe Court of Accounts considers necessary that the salary rights of the personnel employed by the public
institutions should be established by the law within specific limits, that could not be subject of negotiations and could
not be amended by collectiveonventions or agreements.

The report has been sent for information to the Parliament, the Government, the Ministry of Public Finance, The
Ministry of Administration and Home Affairs and to the Ministry of Labour, Family and Social Security

2 Report conerning some irregularities related to the management of the Nati@tampsTreasure

Further to the @ntrol carried at the Romanian Post related the management of the National Stamps Treasure, a
number of discrepancies and irregularitiedth impact on he economic financial discipline and on the quality on
managing the public and private patrimony of the state have been identified, including irregularities where there are
indications to be done by breaching the criminal law.

Thecontrol teams found out hat a part of the irregularities included in the concluded acts are due to some lacks in
the legislation and, consequently, they proposed to review the legislation related to the National Stamps Treasure of
Romania estimating that the found irregulargi@amount to approx. 250,0ittion lei (60,0 miion euro).

Alsqg considering the exceptional historical and cultural importance of the values deposited by the National Stamps
Preserver(over 11 milion stampsA y Of dzRA y 3 & { loi18%B, udiquéhedis d&t&ilbdtvicen 1866368

having a market value estimated at about half a billion ¢aned the risks these collections are subject, under the
conditions that the Romanian Post is currently a trade company-dsgbsing of the patrimony, the finamati
interests prevailing in such companies), the Court of Accounts considers that the National Bank of Romania should, in
this moment become again the most appropriate depositor of these unique values of our national patrimony.

Consequently, the Court of Acounts issued a decision disposing the steps aimingoatecting the found
irregularities and, in case direaches of the criminal law , the corresponding control act drawn up has been
submitted for settlement to the entitled institutions.

According to he provisions of art. 4 (3) of the Law no. 94/1992published, the Report has been sent for
consideration and action to the Parliament
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Advice on legislative bills

As per the competences awarded by the law, the Court of Accounts andhlséegidative bills regarding setting up by
the Ministries of specialized organisms under their subordination and issued

X

X

Favourable adviceéo the Ministry of Education, Research and Innovation on setting up the Credits Agetiuy fc
Sudents from the State ahAccreditedPrivate High Schogls

Favourable adviceon set up, organization and operation of the following structures subordinated to the Mini
of Administration and Home AffairdNational Archives, Directorate for Persons Evidence and Administcdtiba
related Data Bases and the National Administration of the State Reserves and Special; Matters

Favourable advice on thedraft Government Decision concerning set up, organization and operation of
National Supercomputing Cenjre

Negative adviceon the set upof three national authorities subordinated to the Ministry of Health ( National Agency
Public Health, Medical Assistance and Health Progranita®onal Agency for Medical Infrastructure and Devices a
the National Authority of Control itné Public Healh

W Negative adviceon request of the Ministry for Agriculture, Forestsd Rural development to set up the

Management Authority for the National Programme of Rural development

W Negative adviceon the draft Government Decision on organiaatand operation of the Romanian Trade Centr

Upon request of other institutions aiming at-ceéganization of certain existing institutions, the Court of Accounts has also

transmitted to the Ministry of Small and Medium Companies, TradeBaisthess Framewark

Negative adviceon the draft Governmenet Decision with reference to thenganization of the National Authority
for Coisumers Protection.

declined competency, according to the Law No. 94/199uielished, considering that their implementationudd lead
to increases in the budget expenses approved by the Law of the State Budg@eo®n

Introduction of the criminal research and survey institutions

Based on the stipulations of the Rules on organization and performance of the specific adctisitiell as the follow up
of acts resulting thereof, the Court of Accouytterough its Jurisdiction Department

%

Introduced the criminal research and survey institutions in 35 cases regarding, mainly, cases where thi
indications that offences of alse of authority, negligence in office, false, intellectual false and use of false |
been committed.
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2.1 The main findings of the financial audit on the execution accounts of the public budgets

The missions of financial auditing of the execution account@8of the state budgetof the state sociabecurities
budget, ofthe securities for unemployment, of the unique fund of social securities for health, of the state treasuo§ and
the accounts of the state public debt aimed at examining the conformity of the financial statements with the laws and the
rules in forcethe reality and fidelity of the data included therein and the certification of the execution accounts

It has alsdbeen analysed the managerial responsibility in collecting and using the public funds, the observance of the
financialfiscal discipline, the adequate organization of the public internal control system so that to contribute to assure
the data accuracy in thfinancial statements andsound economidinancial management

Through its financial audit missions on the execution accounts of the public budgets, the Court of Accounts aims at

A Detecting the irregularitiesthat determine the incorrect useof the publc funds and identifying the
deficiencies in the operation of the management control systems of the audited entitfesse activities or
inactivity may cause the effective implementation of the budgetary policy decisions and of other related
policies

A As®ssing the reality for the annual financial statements

A Identifying cases and wayswhste and noreconomic use of the budget resourcagilable

A Supplying the information necessaxyimprove the legislationthe policies and the allocaticof the publc
funds

The financial audit on the execution accounts of #tate budget carried out at thdlinistry of Public Financet the
National Agency for Fiscal Administratiand its territorialstructures as well as at the deoncentratedpublic institutions
of the Ministry of Public Finance

Conclusions

Further to the audit missions carried out on the execution accounts of the mentioned budigets,been identifiech
number of irregularitiegesulting in prejudices caused to the public funttee nontcollection in full and in time of the

fiscal obligations to the public budgets and the unreal evidence of the public patrimony in the audited annual financial
statements which, therefore, have not been certified.

Causes
The deficiencies and irregularities idiied have been mainly caused by:
1 the insufficiencies in the operation of the fiscal and state financial cqontrol
1 the discrepancy between the obligations recorded in the fiscal evidence and the obligation declared by the
companies
1 the fiscal inspeatin organisms did not check all the fiscal obligations due by the contributors to the public
budgets
illegal refunds of VAT
non-observanceof the legal provisions as far as the expenses financed from the public funds are concerned
non-observance of theelgal stipulations regarding the public suppjies
non-observance of the legislation related to establishing the salary rights of the employed staff
breach of the legality referring to the administration and management of the public and private patrirmiteystate.

=A =4 =4 -8 A
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Irregularities found by the auditors an@ generaldue to the discrepancies in the organization and operation of the
internal control in the entities that manage the audited budgets and the fact that they do not operate at the level
necessaryo assure the management under conditioofslegality, regularity and efficiency of the public money and of the
public and private patrimony of the state

Recommendations

Based on these findings, it has been concluded that the execution of the pubtietsuof the central public

administration could be improvelly acting in the following main directions

F  Improvement of the activity of budgetary programming both on the income and expenses siyetheir
correct assessment and foundation

Monitoring the ollection of income and payment of expenses during the budget execution

Strengthening the control of public expenses aiming at the economy, efficiency and effectiveness in using the
public funds allocated for their financing

[TIe [TIc

Based on the results obtaithérom the audit missions achievieyg the Court of Accounts, the audited entities should
U Strengthen theresponsibilities of the financial accounting management in order to identify those solutions
aimed at preventing the wastes
To improve the operatiorof the internal control systems
To pay particular attention to those expenses where the audit identifies a high level of error
To take steps for revision of that legislation which is unclear or can subject of interpretation

cC.

2.2 The main findings of the performance auditing

The Court of Accounts carried out also a performance aadithe way of formation, allocation and use of the funds at

GKS D2@SNYyYSyiQa RAaLRAlItX 2y (KS . dzRaA $hé Gowethin&Ngdrieral C dzy R
Secretaiat - at the Ministry of public Finance and at other main spending centres of the central public administration th
benefitted of amounts thereof respectiely on the National Development Fund at the Government dispoesatl the
Government General $eetariat, Ministry of PublidFinarce and other four ministriesAt the territorial level, the checks

have been done in 38 districts, including Bucharest Municipaditya sample including 94 entities, selected out of a total

of 140 entites financed fron the NationaDevelopment Fund i2007and2008.

A general finding evidenced by the auditors in most cases was the lack of a sound analysis of the necessity and
opportunity of the allocations from this funds, the absence of an uniform procedure and af ctiéeria related to
allocations from the respective funds and the absence of a monitoring and control system of their use as well.

In the reports concluded, the Court of Accounts made a humber of recommendations specific to each of the audited
entities, pending on their role and attributions in the formation, allocation and use of the respective ,funds
reconmendations aimed at creating a more clear an consistent legislative and procedural framestailishing unique
criteria of foundation, allocatiomnd use of the public money provided by these funds and to assure the monitoring and
control of the way their objectives have been achieved.

£ |
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3.1 General presentation

At the central public administration, the Court of Accounts audited the budget execution accounts on 2008 of the
authorities and public institutions in the following are@siblic and jurisdictional authoritiesdefence, public order and
national security educdion, research and entertainment servicedealth; transports; agriculture and safety of foods;
communicaions and regional development and environment

The main objective of the financial audit missions was to obtain a reasonalkurance that theaudited financial
statements are developed, in all significant aspects, in full conformity with the financial reporting framiemforke in
Romania and observe the principles of legality and regularity

3.2 Conclusions and recommendations

The main findings resulted from the financial audit missions carried out in various areas

The financial audit missions carried out revealed cases when the legal provisions have not been pbsemegzhncies
and irregularities generating either extraciometo the public budgetsr producing prejudices to them or to their own or
state patrimony, having influence on the quality of the econcfitiancial management of the checked entities
The main categories of irregularities or discrepancies founddratidited areas are
1 Irregularities that produced prejudices to the public budgets through illegal payments, payments without
supporting documents or payments exceeding the lifgitstas established by the lgw
1 Irregularities that determineddentificaion of extra income for the public budgets
1 Financialaccounting discrepancies that did not produce prejudices but which are very frequent;
1 Irregularities concerning organization and operation of the internal control and audit systems

Through the decisits issued, the Court of Accounts disposed to the audited entities managers to take the necessary
steps to establish the extent of the prejudices and their recovery within the legal termdin€tiveprescription

Conclusions

The aim of the audit missiarcarried out in different areas at entities of the central public administration was to examine
the managerial responsibilities in using and administrate the public funds, the observance of the financial accounting
discipling the correction of errors anthe development of efficient internal control and audit systems.

The main conclusion of the completed audit missions is that there still are numerous irregularities and discrepancies in the
budget execution at mangf the checked entities that led:to

E Producing prejudices as result of thmismanagement of the public resources and of the public and private
patrimony of the state

E Nontransfer of the fiscal obligations to the budget, completely and in due time

E Unreal record in the audited annual financial G I 6 SYSy da 2% G(KS SyiAradeqQa 26y

of the state in its administration

It has also been found an insufficient concern of the some entities management to implement the principle of the sound
management and to assure the realitychaccuracy of the datsacluded in the financial statements




=l
\\
1Y e

(.
|\

CIJRITEA DI CONTUJIRY A ROMANIE

Causes

The causes determining the found irregularities are mainly related to

f
f

1

The mismanagement of the public funds in the spending cerneisthe inefficient use of the budget resources
Thebreach of the legal provisions concerning the public finatioe public suppliesthe management and the
administration of thepatrimony;

Issue of specific regulations exceeding the expense limits provided by the general legal framework, that is set up
of payment limits over those included in the laws

The unclearand ambiguous legislation, sometimes inconsistent, as well as the interpretable character of some
regulations. This results in a different implementation of the same legal dispositions by nliffenéties
checked.

The null and void character of certain regulations, specific to various areas, that are not in line with the current
reality;

Discrepancies existing in the organization and operation of the internal control and audit at the autitezse

so that there is an increased risk of inefficient management of the financial resources and misadministration of
the public patrimony.

Recommendations

For the checked entitiesvhere discrepancies have been identifiedy the documents issued ormudit missions
completion, the auditors formulated recommendations and informed accordingly the entity management in order to
correct the found deficiencies.

These recommendations refer mainly to

[T [T [T [Tk

[T [T [T [T [T

Tk

The proper organization of the internal control and audiystem

The correction of the errors in the accounting records

Re evaluation of the assets and liabilities and their recording in the accounting

The correct inventory of the patrimony, correlation between the factual inventory ahd recorded oneand
recording in the accounting of the own patrimonial goods and of those belonging to the public and private
patrimony of the state;

Correction and recovery of the illegal salary rights

Clearance with the public budgets of the fiscal and budgetary debts wigrggtablished and transferred
Recovery of the amounts transferred unjustified to the suppliers of goods or seryices

The observance of the legal procedures regarding the public supplies

The observance of the procedures related to commitment, fulfiimeatdering and payment of public
expenses

Organization, record and reporting the budget and legal commitments.

H
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Main findings  re sult ing from the audit /
4 control actions carried out at the authorities
of the local public admi nistration

4.1 The results of the specific activities of the Court of Accounts
carried out at the administrative-teritoriale units

The main objectives of the control/audit actions carried out by the Chambers of Accounts within their powers established
by the law have beetio check, at the local level, the formation, administration and use of the financial resources of the
administrativeterritorial units, including the administration of the public and private patrimony of the administrative
territorial units, observing the principles tdgality, regularit, econony, efficiency and effectiveness

The audit/control actions carried out to these entities aimed at auditing the execution accounts of the local budgets of
the communestowns, municigalities, seabrs of and Bucharest Municipalitgjstricts the budgets of public institutions
funded through their own income and through the subsidies from the local budgets, the budgets of public institutions
funded totally from their own incomehe budgets of intemal and externaborrows, the budgets of the external grants,

the income and expenses evidenced outside the local budgets as wiedl @antrol on the management of the public and
private patrimony of the administrativerritorial units being in the admistration of the self managed Regis or of the

trade companies of local interest, the analysis of the performance in managing the public money and the assessment of
the internal control and audit systems

As per the Programme of activity of the Court o€dunts on 2009, a number @f281actionshave been carried outout

of which 909 financial audit actions(71,0%), 243%erformance audit actions (19,0%) ari9 thematic control actions
(10,0%).Upon completion of the financial audit actiors) certificdes of conformity have been issugdepresenting
5,5%0f the total audited execution accounts and, for the rest where irregularities and discrepancies have beertfeund,
accounts have not been certified. The graphic display of those actions follows.

Financial audi
909 actions

Performance i
di Control
au 't_ 129 actions
243 actions

The greatest number of audit/control actions carried out is located in the distiicisea (52)/ Nf NNJ 6 A X L |
al NI Y didkBtions éach $1zOS | @ = ¢ A Y Ad@actipis edchwhite 2n@rhdstireduted actions liscated at

0KS RAAGNAROGA =+18ROAzA 2 ¥ ¥ RS la QK & R RO/AMANS Bachy, and dishis®iz fOIAG Ah G/ 20¢
and VranceaQl actions each
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In order to carry out the control/audit actions, in 20@8number 0f1116 public entities of local interest have been
subject the checksrespectivelyl6,2%of the total of6.877entities existing in the competence area of the Chambers of
Accounts, that is

Existing Checked

No. Categories of entities checked entities entities %
" Spgnd?ng:entres at the a_ldministrative 6.360 1060 16,7%
territorial level out of which
1.1  Main spending centres, out of which 3.227 822 255%
- District councils 41 41 100,0%
- Municipality city halls 109 83 76,2%
- Townscity halls 217 77 35,5%
- Communes halls 2.860 621 21,7%
1.2 Secondary spending centres 37 11 29,7%
1.3  Tertiary spending centres 3.096 227 7,3%
2 Self managedRegs of localinterest 81 10 12,3%
3 Trade companies dbcalinterest 436 46 10,6%
TOTAIAMOUNT 6.877 1116 16,2%

The control/audit actions covered the locally existing entities as follows: distdef OSI oncZm> 0% / Nf NNIJ 0 7
5NYO2OA 0SS (oSN 2Y0 6 Hep I /872 06Zp T daldl ONDdz #0 Hdof Zdrk: VAXp B X 02E b SddY i 6 m
Prahova(10,7%each.
Following the control/audit actions, a total number2615reporting documentshave been issuedhat is:

- 1.131 control/auditreports;

- 1.012statements of facts

- 287 unilateralnotes,

- 54 statements of infringements

- 31statements of facts drssed separately when the irregularities are presumed to bréaekriminal law

As per the provisions of the Rules on organization and carrying out the specific activities of the Court of Accounts
following the control/audit reporting documents have been issug88 decsions out of which a number of 121 have
been completely or partially rejected

The decisions issued disposéd08 measuresout of which4.291as result of the financial audit action295resultingof
the thematic controlsand 122 of the performance audit actions.
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4.2 The main findings resulted from the audit/control activities
carried out at administrative-territorial units

The actionscarried out at thelocal budgets spending centres and at the -seffnaged Regies artdade companies of
local interestrevealed cases of irregularities generatiegher extra income or prejudices to the public budgets
influencing thequality of the economic/financial management of the checked entity

The statement of the amounts resulted from the estimation of found irregularitibat led to extra income or prafices
ispresented as follows

- thousandlei -
Estimations Total
No Category income/ Accesories income/
prejudices prejudices
1 Extra income 332.506 18.517 351.023
2  Estimated prejudices 303.651 6.081 309.732
Total amount 636.157 24.598 660.7%

The main irregularities found as result of the audit/control acticasried out in 2009 at the administrativterritorial
units are

A.Irregularities thated toextra income due to the public budgetsre graphically displayed as follows:

- thousandlei -
Irregularity ategories Amount

Nonsettling, nonrecording and nomeimbursement in full and in due time c
certain budgetary income

Irregularities concerning the neaccomplishment of the financial obligation 24.544.6
Findings regarding legalityeality and correctness of the accounting records anc

322.086,8

the accounting balance LR
Breaches of the legal framework in the finaneatounting and fiscal fields 1.315,7
Breachilg the legal provisions related to treministretion and management of 1.020.9
the public and private patrimony of the admin&tive-territorial units e
Otherirregularities found 405,2
TOTAIAMOUNT 351.023,0
B.Irregularities producing prejudiceare:
- thousandlei -
Irregularity ategories Amount
Nornrobservance of the legality and regularity in the expenditure 293.326,7
Nornrobservance of the legal framework related to the public supplies 5.860,7
Irregularities in the financiedccounting field 4.194,0
NorHulfilment of the financial obligations to the public budgets 2.051,2
lllegal use of the budgetary allocations 2.017,8
Breach of the legal provisions related to #aministreion and management of the
. i : L L . 1.038,9
public and private patrimony of thedminigrative-territorial units
Other irregularities found 1.242,8
TOTAL AMOUNT 309.732,1
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C.Irregularities that did noproduceprejudicesare mainly related to

errors in the accounting records that caused alienated income and expenditure

inconsistency between the financial statements and the analytical accounting records

patrimonial transactions not included in the accounting recprds

non-observance of the legal provisions regarding the annual inventory and patrimeawakeation
non-observance of the legality concerning commitment, fulfilment, ordering and payment of expenditure
non-observance of the legality related to the public supplies

non-settling, nonrecording and nofcollection in full and in due time of certain budgets mep
enforcementof the budgetary assets

non-development or wrong development of the supporting documents

=4 =4 =8 -8 -4 -4 -8 -8

Aspects concerning assessment of the internal control and audit activity

The assessmentoncerning the internal control and audi#veded a numler of deviations fronthe regularity in force
on organization and operation of theses activities at the audited entities, such as
1 Nonrrissue or norupdating the decisions on organization and operation of the owarge financial control;
1 Nonsettling andbr noncompleting the record including the draft transactions to be submitted to the own
preventive financial control advice
1 The objectives of the preventive financial contrdlave not been detailed in check lists for each transaction
specific to the ingtution;
1 Non-establishing of own standards related to the documents, their circuit and the persons entitled to deal with
the transactions regarding the commitment, fulfilment, ordering and payment of expenditure as well as the
organization, record and perting the budget and legal commitments

Further to the checks on organization and operation of the internal control and audit it has been found that these
activities are still inefficient and rarely reach the aim of their existence, that to supply &magement with information
about the efficiency and regularity of the subject entities activity.

4.3 Conclusions

Generally, it could be concluded that the basic objectives of the activities carried out at the adminideaiitezial level

by the Chamebrs of Accounts aimed at examining the managerial responsilsilttye use and administration of the public
funds, the observance of the financial and fiscal disciptmeorrect the errors and irregularities in order to improve the
activity of the cheked entities, to develop high quality and efficient internal control and audit systems, in short to assure
a sound and performant management of the public maney

Asresult of thecontrol/audit activities carriedbut, it has been found irregularities prodimg prejudices in the management of
the public resourceshe nontransfer of the fiscal obligations to the budget in full or in due time as well as the unreal reflection
of the public patrimony in the audited annual financial statements.

The lack of cleaess or the interpretable feature of certain regulations had a significant impact on the legality and
regularity of the transactions submitted to auditing, many of the found irregularities being equally the result of the
mismanagement of the public fundsnd of the lack of or insufficient knowledge of the procedures related to the
formation, administration, commitment and use of the local public resources at thedspgreentres and other public
legal persons

The irregularities and discrepancies foursdeal also the fact that there still are major malfunctions in the organization
and operation of the internal control and audit at the checked entities and that, in most cases, these systems do not
operate at a level of quality so that to secure the mamagat in conditions of legality, regularity and efficiency both of

the public money and of the public and private patrimony of the administratwetorial units.

E
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The good premises an effective control of the expenditure is to develop a realistic batyegverestimation of the
income leads to a weak budget estimation and, consequently, to a similar execution. This is to explain the fact that, at the
beginning of the year, based on over dimensioned resources due either to unrealistic anticipateswhthreome or to
probable allocations from the central administratioexpenditure is committed considering potential and not certain
resources which produces malfunctioms transfers in the absence of the financing sources.

Starting of these findingst could be concluded that the budget execution at the local public administration authorities
needs to be improved in two main directions
1 improvement of the activities of the above mentioned authorities as far as the estimation of the income and the
supervision of its collection during the budget execution
1 strengthening the control over the expenditure and create the conditions to increase the efficiency in the use of
public funds and ifinancing the public expenditure.

There is the need to find an pqopriate balance between these two requests. From this prospective, the role of the audit
control actions carried out by the Chambers of Accounts at the level of the administeatitegial units is:

A to detect irregularities implying incorrect use dfetpublic funds and to identify the weaknesses related to
the administrative controls that could put in discussion the integrity of the organization and the effective
implementation of the budgetary policy decisions or of other policy decisions

A to assesthe reality of the reports on the budget execution and of other financial statements;

A to identify cases or patterns of waste or inefficiency that, once corrected, could allow the most economic
use of the available budget resour¢es

A to offer trustful infom