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FOREWORD BY THE PRESIDENT

Dear Reader,

When reviewing and evaluating the work performed by the %!l
State Audit Office of Hungary, it becomes expedient taking a | :
look at the focal points of the organisation’s activities and
examining to what extent the performance of the year 2016
met the aspirations stated by the State Audit Office.

In line with the commitments set forth in its strategy, the
mission of the State Audit Office of Hungary, as the National
Assembly’s supreme body of financial and economic
supervision, is to promote the transparency and regularity of
public finances with its value creating audits performed on a
solid professional basis, thus contributing to “good
governance”.

The new Fundamental Law created in 2011 and its first cardinal statute, the new act on the State Audit Office of
Hungary (SAO Act) effective as of 1 July 2011 has laid new foundations for public finances in Hungary. In addition,
the State Audit Office of Hungary pays special attention to compliance with and to the practical utilisation of the
decisions of the National Assembly affecting the State Audit Office of Hungary. The accomplishment of these
constitutional and legislative objectives, as well as the pursuit of transparency determine the professional activities
of the SAQ, the illustrative summary of which in relation to the year 2016 is presented on pages 10-11 of the
Report.

The SAO primarily supports the regular and transparent use of public funds and public property through its audits
and the recommendations given thereon, and through the evaluation of the actions plans compiled by the audited
organisations. At the same time, through its audits it also seeks to encourage the effective, efficient and economic
utilisation of public funds. The institution, inter alia, makes its contribution to “good governance”, and supports the
concept of a well-managed state by its advisory and analytical activities supplementing its audit processes, which is
a statutory duty as set out in the SAO Act.

It is a specific feature of the SAQ’s activity that review processes are focused on past events, however, the evalua-
tion of the auditing experience gained — as done in previous years and even today — is future-oriented and provides
background for the foundations laid for the purposes of the decisions prompted by the audit processes. In addition
to the auditing work, the SAO continuously supports the audited entities, the National Assembly as well as interna-
tional and domestic professional activities through the various channels of knowledge sharing, by providing anal-
yses, recommendations, proposals and guidance related to present and occasionally past events, with projections
to the future at the same time.

The State Audit Office of Hungary considers itself a self-learning organisation, meaning that it is capable of
introducing changes based on its experiences and of continuously enforcing positive changes in its environment.
Being an exemplary organisation, it utilises, continuously supplements and shares the knowledge acquired with
other organisations.

As far as the SAO was concerned, 2016 was a year marked by the extensive sharing of experiences gained. The
audits were complemented by intensive advisory and information provision activities. Although the word “new” is
often used as a synonym of “good”, it is applicable only if the SAO maintains its existing values while also acting
according in line with this supplementation. As the retention and maintenance of the results achieved, as well as
the utilisation of experience gained therefrom represent just as much value in the life of the State Audit Office of
Hungary as the broadening of the organisation’s vision, the efforts made to reduce “blank spots” and the positive
outcomes gained from the methodological reforms.

This fact seems to be substantiated by the extraordinary performance of the State Audit Office of Hungary in the
year 2016 considering the number of reports published by the organisation: In 2016, a record number of reports,
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Foreword by the President

i.e. 260, were drawn up on the audits completed. Based on this volume of work, the SAQO issued 2,232
recommendations and sent 169 warning letters to audited entities. Based on the recommendations made, the
organisation evaluated 471 action plans prepared by the audited entities, thereby supporting the increased
utilisation of such recommendations. By completing such audits, the State Audit Office of Hungary fulfilled its
statutory obligation. The auditing of the execution of the central budget and of the final accounts was a prominent
task among all other audits required by law, specifically supporting the transparency of public finances and the
accountability for managing public funds, as it reviewed the reliability of the revenues and expenditures of the
whole of the central subsystem.

Whereas, it contributed to the acceptance of a well-substantiated government budget by evaluating the central
budget appropriation bill, in harmony with its statutory obligation.

In addition to performing the audits with the frequency required by law, the SAO conducted audits, based on an
authorisation granted by law, on areas and entities where it detected risks through its risk assessment system, or
where it expected to achieve the largest added value and societal benefits from the completed audits. During the
course of 2016, it continued to expand the range of audited areas, and as a result reduced the “grey area” in the
insight to the utilisation of public funds.

The 2016 audits of the SAO were focused on supporting the concept of the well-managed state, as well as on the
monitoring of organisations, state assets, the institutions of the central subsystem and the subsystem of local
governments. We performed follow-up audits in all focus areas by giving effect to the intention to end the era of
inconsequential audits. The SAO sent notifications in 251 cases to the competent authorities on irregularities and
certain circumstances detected during the audits.

The 21 analyses published in 2016, as well as the 11-part series of studies on good governance served the purpose
of supporting the concept of the well-managed state within the framework of the SAQ’s advisory activities. The
above mentioned analyses focused on diverse topics related to the following: the support given to the work of the
Fiscal Council, the management of public debt, the country’s economic competitiveness, the integrity assessment
of public institutions and of the state and local government-owned companies, and the enhancement of financial
literacy.

The SAO placed special emphasis during the course of its work on the factors having a negative effect on Hungary’s
competitiveness, such as the internal control issues of the institutional systems, corruption, the potential lack of
transparency, and at the same time took into account the positive changes as well, such as the beneficial effect of
the reduction of public debt and the improvement in the balance of budget.

Amongst others, the five conferences, the nine events for exchanging views with local government associations and
the Church that were organised by the SAO, as well as the 50 professional presentations given by SAO employees
all served the purpose of sharing the knowledge accumulated within the organisation. The SAO continuously
broadened the scope of the self-tests developed by the organisation supporting the audited entities in the
assessment of their own processes and their degree of regulation. Self-tests were developed for an increasing
scope of entities from 2014, and by the end of 2016 the number of downloads from the SAO website by
institutions amounted to 6,286.

In order to further underpin the above, the activities of the Members of Parliament and parliamentary decision-
making were supported by 25 parliamentary information sessions. The SAO gave recommendations for 36 draft
bills, and multiple legal regulations were amended by utilising the SAOQ’s recommendations drawn up on the basis
of the experience gained from the audits. The State Audit Office of Hungary also takes the opportunity in this
information notice to call the attention to issues that may require additional statutory provisions or other actions
for the protection of public funds or public property.

The SAO took steps for communicating its activities to the public by performing intensive communication activities.
2,027 news articles were published on the SAO’s work on the SAO News Portal, and although the related reports
were also made available for the greater public last year, the organisation held 61 press conferences to give
account of its professional achievements.

In addition to meeting its statutory obligations, the SAO fully implemented the decisions of the National Assembly
that set forth tasks for the organisation.



Foreword by the President

In 2016, the SAO continued supporting the process intended for the reformation of public sector management. To
this effect, it compiled studies, organised seminars, and supported ethical leadership training according to a related
decision adopted by the National Assembly. In this context, in 2016 it launched a training course in conjunction
with the University of Miskolc for the purpose of training public service performance analysts.

The SAO celebrated the 5th anniversary of the anti-corruption cooperation of public institutions by organising a
related conference in 2016. Additional organisations joined the cooperation, of which the SAO is an active
participant and driving force. The SAO conducted its successful integrity survey playing an important role in the
fight against corruption for the sixth time last year, by extending the range of organisations involved in the survey
with business associations. The integrity criteria were also integrated by the SAO into the audit programmes.

By improving financial literacy, we are able to facilitate conscious and responsible financial and public finance deci-
sion-making; therefore, the SAQ, as part of its social responsibility undertakings, supports the dissemination there-
of. Research clearly indicated that the pillars of financial decision-making and the required factual knowledge to be
acquired by young adults are of fundamental importance for the society’s responsible financial thinking, therefore,
the State Audit Office of Hungary set itself the objective of enhancing the financial knowledge of this particular
stratum.

The State Audit Office of Hungary’s unchanged objective is to make the management of public assets, the opera-
tion of public services and the economic management of public funds more transparent, straightforward and effec-
tive. Its advisory activity is focused on launching positive changes that directly or indirectly affect the everyday lives
of Hungarian citizens.

We believe that our transparency-creating audits and the related findings will provide the grounds for continual
development, and will be viewed as real guarantees for performing the auditing activities and for improving the
management of public finances.

Laszlé Domokos
President
State Audit Office of Hungary






THE PAST YEAR OF THE SAO

2016 was devoted to knowledge sharing in the life of the State Audit Office of Hungary.
Good practices, the achievements, experience gained at domestic and international events,
the completed reports and studies and the summarising of publications’ knowledge content
represented a highly important part of the accomplishments for 2016. In force since 2012,
the Fundamental Law defined new and clear frameworks for the auditing of the efficient
and effective utilisation of public funds. The starting point of the control applied to the le-
gitimate and efficient management of public property was based on the auditing method-
ology that had been made subject to fundamental reforms earlier, on continually changing
and broadening audit focuses as well as on the renewal of the domestic and international
professional norms.

Summary of the previous year in figures

In addition to sustaining stable values, the State Audit Office of Hungary has committed itself to continuous pro-
gress and development in recent years. By continuing the work begun, in 2016 it again set itself the objective of
increasing the utility of its activities, increasing the targeted nature of its audit processes, clarifying the focal points
and of extending its scope of activity. In the SAQ’s view, the transparent utilisation of public funds, the manage-
ment of public property and the controlling of the effective method of operation are of the utmost importance in
areas that play a decisive role in the country’s future.

Figure 1
AUDIT TOPICS IN 2016 REPORTS BY FOCUS AREAS
. . SUPPORTING THE
) 15 CONCEPT OF THE "WELL-
8 SAQ REPORTS MANAGED STATE"
Statutory audit AUDITING THE AUDITORS
STATE ASSETS
24
Individual or CENTRAL SECTOR
thematic audit
‘ -~ 245
SAO0 REPORTS
N LOCAL GOVERNMENT

SECTOR

TOTAL 21 analyses and 25 informative

260 studies + an 11- sessions for the

part series of Members of
REPORTS studies Parliament




The past year of the SAO

Focal points of the State Audit Office of Hungary in 2016

The building blocks of good government - five years of the Fundamental Law

The SAO adopted this title for its conference organised in October 2016, where
the topics discussed demonstrated that the work performed by the SAO is the
practical embodiment of the Fundamental Law’s chapter on public finances,
and at the same time the SAO had been an active participant in the facilitation
of the appropriate utilisation of public finances.

Qp"fgf(%';“:f"““ “The Building Blocks of Good Governance” study series

e g The SAO compiled a series of studies entitled “The Building Blocks of Good

g Governance” consisting of 11 independent studies representing the SAQ’s
objectives set for the purpose of supporting the concept of good governance.

The 6th Integrity Survey

In 2016, the SAO conducted its sixth annual Integrity Survey, the aim of which
is to provide feedback on the vulnerability to corruption of public sector

j institutions, as well as the levels of controls that serve to manage corruption
risks. Last year saw more public institutions participate in the survey than ever
before, a total of 3,002, thus involving 61.3 per cent of public sector

8l employees. In 2016, the SAO published the results of the integrity survey
related to business associations at the first time. A total of 661 companies

M submitted properly completed questionnaires within the framework of the
SAQ's first integrity assessment extended to state and local government-owned
economic operators.
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The past year of the SAO

The renewal of public sector management in focus

In the interest of the renewal of public sector management, the SAO developed
a set of proposals consisting of four elements, recommending that the

* dperformance of the management of state-owned companies should be

evaluated from the perspective of compliance, effectiveness, efficiency and
economy on a continuous basis. The SAO initiated that the managers of state-
owned companies should comply with strict ethical and integrity principles; and
the remuneration system of company managers should be reformed.

The joint training programme of the University of Miskolc and the SAO has
been launched

The SAQ’s audits pointed out earlier that there is a need for the training of
experts for public service organisations who are capable of contributing to the
responsible, effective and transparent management of public funds, and in
consequence to the development of public sector management. As a result, in
2016 the SAO and the University of Miskolc jointly launched a training course
for public service analysts, which is intended to serve as a result-oriented,
performance-focused basis for experts working in the public sector.

5 Years of anti-corruption cooperation

The SAO has continued its fight against corruption. During the “5 Years of Anti-
Corruption Cooperation” conference organised by the supreme audit
organisation, the existing collaborators were joined by new members: the
National Bank of Hungary and the Public Procurement Authority also joined the
anti-corruption cooperation of public bodies, thus undertaking to strengthen
the resilience of public bodies against corruption and to develop the toolkit
used against corruption.

Financial awareness and its importance

In recent years, the enhancement of the financial literacy of Hungarian citizens
has become one of the SAQ’s priorities in the area of corporate social

! responsibility. The most recent achievement of the network of cooperation
developed by the SAO since 2011 (a priority part of which is its joint thought

process with Econventio Roundtable Nonprofit Association) is the “Pénzligyi
Kultira 2016 Project” (Financial Literacy 2016 Project) aiming to improve the
financial literacy of Hungarian families, to enhance financial awareness and to
implement support programmes for broadening financial and public funds-
related knowledge.

Communication-focused peer review - the State Audit Office of Hungary under
external assessment

The Polish and the Lithuanian Audit Offices prepared a Peer Review Report on
the external communication activities of the SAO in 2016. The Peer Review
report concluded that the SAO operated an efficient and professional
communication system contributing to the practical utilisation of its efforts.
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The past year of the SAO

Expanding functions and regulatory progress

The Fundamental Law, which turned five years old in 2016, and the subsequent cardinal act in the past years have gradually
expanded the advisory activities of the State Audit Office, in addition to its primary auditing duties, based on the fundamental
spirit of the Act on the State Audit Office of Hungary and in harmony with the relevant resolutions of the National Assembly.
The SAO Act adopted in 2011 provides for the State Audit Office’s contribution to the operation of a well-managed state.

In 2016, the State Audit Office of Hungary continued its work as the supreme financial and economic audit institution of the
National Assembly. By fulfilling this duty, the SAQ is required to meet numerous obligations required by law and defined in
legal regulations. However, it can be clearly seen that this role has been expanding in the past few years. This trend, well illus-
trated by Figure 2, largely stems from the findings and advisory function of the State Audit Office of Hungary. In addition to a
good number of audited areas, the experience gained from previously uncovered audit areas and the identifiable problems
arising regularly and repeatedly are the driving forces behind the continuous expansion of the SAQ’s scope of activity. Legisla-
tive provisions, government decrees and the resolutions of the National Assembly provide the framework for these areas of
operation.

The duties of the State Audit Office of Hungary defined by laws and legal regulations are presented in Annex I.

Figure 2

Summary of the extended duties of the SAO
(Due to changes in the regulations)

4

2016
New legal 2015 ST
regulation (National
2014 elarge-scale Bank of
‘ A investment Hungary)
*Enhanceme eEthical foundations
A pt of | leadership
inancia e
2012 campaign funds literacy training
2011 eEstablishme -L.Jtilisa.tion of *Resolution S o <
nt of a new financial Fund $ s S
eFundamental Law internal €SOUNCES S S S
«SAO Act regulatory a:lotted to $ & S
elections WS -
eLegal regulations and S §
pertinent to operating LU 3
public finances environment Development <
sAuditing of state  *Analytical Initiative (IDI) S
and local activity
government- required by
owned economic law in
operators alignment to
. the FC’s
eThe President of osition
the SAO is a P
member of the
Fiscal Council
(FC).

eApproval of the
SAQ’s strategy
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The past year of the SAO

Presentation of the focus areas

The SAQ’s audit activity is essentially determined by the statutory requirements prescribing the execution of cer-
tain tasks with a pre-defined frequency. In addition, the SAO conducts its monitoring activity and develops its topic
suggestions for the semi-annual rolling planning cycle by relying on its risk analysis system based on targeted data
requests and data processing. It pays special attention to high-risk topics, and continually incorporates those into
its audit plans. The selection of audit topics that relies more heavily on the findings of risk analyses supports the
improvement of the quality and efficiency of audits. Based on risk analyses, financial management and the use of
public funds proved to pose risks at a number of institutional groups, indirectly influencing the implementation of
the public debt reduction objective. When performing its risk analysis for the purpose of selecting audit locations,
the SAO, within the framework of the Expansion of Integrity-Based Public Administration Culture Project, also took
into account the results of the integrity surveys completed by the affected entities.

In 2016, the SAQ’s auditing and advisory activities were concentrated on the focus areas indicated in Figure 3.

Figure 3

Supporting the concept of the “well-managed state” s

Studies and analyses

Opinion on the central budget Report, warning letter

Audits

Integrity

(il

Analysis/Study/Professional

Public sector management B
article

}

Transparent organisations : -::

Financial awareness

Auditing the auditors Infermation/Summary

Audits, analyses and studies related to the systems of
public finance

Focus areas

State assels | Other (e.g. conference,

Central sectar W seminar, training)

_ § —

Local EOVErnment sector

In terms of the “SUPPORTING THE CONCEPT OF THE “WELL-MANAGED STATE”, the SAO fulfilled its statutory obli-
gations by using several means. The SAQO basically performed its advisory role with the aim to support the above
objective by publishing analyses, studies, as well as information documents for the National Assembly. In the ab-
sence of comprehensive international models, the SAO has constructed its own model to provide an overview and
a classification of the contribution of supreme audit institutions to good governance. On the occasion of the 5th
anniversary of the new SAO Act, the organisation published a series of studies entitled “The Building Blocks of Good
Governance — The Supreme Audit Institution, the State Audit Office of Hungary in Focus”.

The State Audit Office of Hungary also fulfilled its duties set forth in the resolutions of the National Assembly: it
completed its respective duties without exception by continuing the implementation of the integrity surveys and by
applying those to economic operators, by making its contribution to the renewal of public sector management, by
actively supporting ethical leadership training and by undertaking its corporate social responsibility for the devel-
opment of financial literacy. The SAO played an important role in turning the organisations relying on public funds
more transparent through its audits and leading by example.
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Within the framework of supporting the concept of the well-managed state, the SAO turned its attention to the
auditing of public sector organisations and fields which were of primary importance in terms of the public debt
ratio, the public finance deficit and the country’s competitiveness. Amongst others, these included the following:
the debt management system of the central subsystem, the auditing of tourism development measures, and the
audit performed for exploring the good practices of the graduate career tracking system with a view to ensuring a
better utilisation of competitive knowledge. From the aspect of the transparency of the utilisation of public funds
and of the reliability of such utilisation, the planning and execution of Hungary’s budget are of fundamental signifi-
cance. The related audits were amongst the SAQ’s most important statutory duties in 2016, requiring significant
human resource capacities from the organisation. While drawing up its opinion on the draft central budget of Hun-
gary, the SAO concentrated on the elements of material importance and requiring special attention, while during
the audit of the execution of the budget, using a method ensuring 100% coverage, the organisation ascertained
that the reliable and comprehensive evaluations referring to its entirety were well-grounded, thus supporting the
National Assembly in making sound decisions.

In 2016, the SAO continued to place great emphasis on auditing market regulation mechanisms, and the organisa-
tions supervising compliance with the relevant legislations. Within the framework of “AUDITING THE AUDITORS”,
those institutions came under scrutiny that also perform auditing and supervisory activities themselves (Hungarian
State Treasury, National Tax and Customs Administration, National Bank of Hungary, as well as the Chamber of
Hungarian Auditors, as a market player). As a result of these audits, the SAO had an increased impact on the fur-
therance of regular, responsible and disciplined management of public funds.

The auditing of “STATE ASSETS” is based on the SAQ’s statutory duty to inspect the management of state assets.
The SAO annually audits the activities relating to the exercise of proprietary rights over state property. In addition,
the auditing of the asset preservation and financial management activities of state-owned (or partly state-owned)
economic operators was continued, as a consequence, the SAO had gained increasing insight into management of
state assets transferred under the care of non-budgetary organisations. Furthermore, the SAO also extended the
audits focused on asset management to the institutions of the central and local government subsystem. Within the
framework of auditing the regularity of asset management the SAO, amongst others, examined the fulfilment of
the obligation related to the safeguarding of assets, the failure of which may also cast light on inappropriate man-
agement actions. The audits contribute to the safeguarding of national assets by making transparent the changes in
property and the measures taken for its safeguarding. After the asset management audits performed under a sepa-
rate auditing programme covering local governments launched in 2013, the SAO launched systematic audits focus-
ing on the management of national assets involving the institutions of the central subsystem.

The “CENTRAL SECTOR” includes the institutions of the central subsystem and the aids provided from the central
subsystem. The budgetary institutions of the central subsystem of public finances exert a significant impact on the
maintenance of the budget balance and on the quality of the management of public property. While performing
their public duties, these institutions also have determinative influence on the population’s quality of life, and on
the exercising of their rights and obligations. In terms of the institutions of the central subsystem, the SAO mainly
audited the financial and asset management activities of these institutions. The organisation complemented the
audits with a performance audit module for the purpose of examining the enforcement of the obligations related
to economic efficiency, effectiveness and expedience. The SAO’s audits are focused on organisations of special
importance from a societal point of view and on the maintainers of institutions within the central subsystem. The
National Tax and Customs Administration and the Hungarian State Treasury have determinant roles in the function-
ing of public finances and in the execution of the budget, therefore, these organisations are audited annually. In
2016, the Hungarian Central Statistical Office (HCSO) was also added to the list of audited institutions of priority
importance. The HCSO's reliable and appropriate functioning has a fundamental role in enabling the government,
and more extensively the economic and societal players to make their respective decisions based on veritable and
credible information. Last year, of the institutions of the central subsystem, hospitals and water management di-
rectorates were audited with greater scrutiny. Furthermore, it is the SAQ’s strategic objective to contribute to the
transparent utilisation of public funds by civil organisations, as well, for the economical, efficient and effective per-
formance of public tasks undertaken in a contract, by auditing the budgetary subsidies granted to non-budgetary
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entities and the assets provided free of charge. To this effect, in 2016 audits were launched focusing on the utilisa-
tion of budget support granted to the maintainers of non-budgetary institutions providing public education and
social services, and on the utilisation of subsidies granted to public bodies with a view to performing their respec-
tive public duties. The audits related to the financial management of foundations and public foundations com-
menced in 2016 were also intended to eliminate the previously unaudited ‘grey areas’ of the utilisation of public
funds. The SAO fulfilled its statutory obligations when it performed the audits of political parties and of by-
elections.

The “LOCAL GOVERNMENT SECTOR” has been in the focus of the SAQ’s audits for several years. This is justified by
the prevention of the problems related to the equilibrium in public finances, the protection of national assets and
the ensuring of the regular utilisation of public funds of significant value within this subsystem. Within the audits of
the local government area, the auditing of the internal control systems that represent a safeguard against corrup-
tion threats, as well as the auditing of the financial balance and the regularity of the financial management of local
governments was again given great emphasis in 2016. The auditing of local governments’ debt settlement process
and of the responsible management of their liquid assets continued in 2016 due to the increased risks. Considering
the fact that there are no uniform assessments or records in relation to Hungary’s public collections, the SAO plans
to assess the management of public collections and art treasures with the involvement of all audited entities in the
next few years. All town museums with county rights were audited in 2016 (the publication of some of the related
reports was delayed until the beginning of 2017). Another reason behind the auditing of these entities was that
several significant changes occurred within a short period of time affecting the establishment of the current cate-
gory of town museums with county rights, as well as their ownership and maintainers’ structures.

The auditing of local government-owned business associations was also given special emphasis due to the explicit
and implicit risks to public debt, and also on account of the significance of the public duties performed. The num-
ber of audits completed at local government-owned business associations was almost double in 2016 compared to
the previous year.

The enhancement of the utilisation of results gained from the auditing activity remains an objective with a view to
provoking the necessary changes, thus supporting the establishment of the accountable spending of public funds.
Accordingly, from the perspective of the utilisation of audits it is of priority importance that the SAO evaluates the
implementation of actions plans drawn up on the basis of the recommendations put forward during audits based
on a uniform set of criteria, within the framework of follow-up audits, thereby enhancing the utilisation of the rec-
ommendations formulated during audits and marking the end of the era of audits without consequences. The SAO
conducted follow-up audits in all focus areas in 2016.

15



The past year of the SAO

Figure 4

BREAKDOWN OF WORK PERFORMED IN FOCUS
AREAS IN 2016

Analysis/Study B Series of studies item H Report B Information document to the NA

SUPPORTING THE CONCEPT OF THE “WELL-MANAGED
STATE”

AUDITING THE AUDITORS

STATE ASSETS 31

CENTRAL SECTOR

LOCAL GOVERNMENT SECTOR 168 3

Presentation of utilisation results

Figure 5

Supporting the concept of the “well-managed
state”

> Reduction of public debt

> Sustaining of lawfulness

> Sustainability of competitiveness

The State Audit Office of Hungary places increased emphasis on the utilisation of its work which is supported by
conscious, planned and proactive communication. In terms of the legislative process, it is critical that decision-
makers are informed in a timely manner and in the appropriate depth about the long-term socio-economic and
fiscal implications and correlations of laws. This is why it is important that Parliament is informed in due course by
the State Audit Office in relation to the parliamentary debate of draft bills on the agenda about the experiences of
the SAQ’s audits and analyses, which provide substantiated feedback on the experiences and any potential prob-
lems arising in the given area and practice. In addition to these considerations, the communication strategy, built
on the principles pertinent to the utilisation of audit work, supports the mission of the SAQ, and contributes to
achieving the institution’s objectives and goals.

Through the SAO findings made available to the legislative process, the aim of the SAO is not just to support the
operation of a well-managed state, but also to use the audits and analyses to set in motion positive changes that
improve the well-being of citizens.
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Figure 6

NUMBER OF REPORTS AND AUDITED ENTITIES IN
2016 BY FOCUS AREAS

B Audited entities (740) B Number of reports (260)
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Figure 7

KEY OUTPUTS OF THE SAO’S WORK BETWEEN 2011-2016
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SAO professional activities in 2016

1. Utilisation in the work of the National Assembly

1.1. Cooperation with Parliament

The SAO supports legislation by making use of its audit experiences. In the context of
liaising between the State Audit Office of Hungary and the Parliament, a cooperation
framework was developed with the Office of the National Assembly, which is continually
adjusted to the organisational changes of the two institutions. Within the framework of
cooperation, the two organisations provide broad-ranging and direct information to

each other.

What is utilisation?

The ultimate goal of the SAQ’s activity is to
ensure the utilisation of its experiences
that may take place through the audited
entities taking measures, causing their
financial management and operation to
change based on the SAO findings. A
priority level of utilisation involves the
integration of the reported experiences
into legal regulations through the
legislative work of the National Assembly.
In another form of utilisation, the SAO
opens administrative procedures based on
its findings. The social level is an important
element of utilisation, and through our
reports we provide information to citizens
on how their tax forints are being used.

OUR PERFORMANCE IN
NUMBERS WITH RESPECT TO
SUPPORTING THE WORK OF THE
NATIONAL ASSEMBLY

42 % numb'er of

occasions when the
SAO was mentioned
with respect to
parliamentary
sessions

2 5 information given
to the National
Assembly

45 attendance at
committee
meetings

36 recommendations
for bills

Plenary sessions and committee meetings

In 2016, within the framework of plenary sessions, the SAO’s associates
attended the general debate on the 2017 budget appropriation bill, the
general and detailed debate and final vote on the report on the SAQ’s ac-
tivities in 2015, as well as the general and detailed debate on the draft
legislation of the 2015 final accounts.

Of the 72 parliamentary sessions, the minutes recorded at 30 sessions
made mention of the SAQ, in addition to the presidential speech during
the debate on the draft legislation of the chamber of auditors, to the
opinion provided on the 2017 central budget and to the exposés related
to the SAQ’s report and the draft legislation on the final accounts, which
represent a good reflection of the utilisation of the SAQ’s work.

The 16 committees of the National Assembly held 330 committee meet-
ings, and the SAO’s associates attended 45 of such committee meetings.
The Committee on Economics of the National Assembly requested the
SAO, having regard to the suggestion made by the President of the SAO,
to start the processing of the topic related to the justification of the re-
view and analytical evaluation of public auditing methods, and to inform
the National Assembly about its related experiences. Accordingly, in No-
vember 2016, the SAO provided information to the Committee on Eco-
nomics of the National Assembly on the methodological renewal of the
auditing of public finances. In the SAQ’s opinion, greater leverage can be
achieved in terms of the orderliness of public finances with the alignment
of auditing methodologies and with the compilation of such methodolo-
gies along the same principles. Consequently, the SAO will review the au-
diting methods applied by the organisations performing activities as part
of the first and second lines of defence, by exercising its general authori-
sation defined in the SAO Act. The SAQ’s role is to develop the determi-
native methodological directions based on international standards for
auditor organisations, the practical implementation of which commenced
in 2016.

The members of the Committee on Economics were unanimously in sup-
port of the continuation of the work started by the State Audit Office.
The European Confederation of Institutes of Internal Auditing and EURO-
SAl considered the cooperation between the SAO and the first line of de-
fence (Institute of Hungarian Internal Auditors) to be exemplary even at
an international level, and as a good practice at the same time. The State
Audit Office is determined to further enhance its advisory role related to
the audits of the first and second lines of defence.
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Legislative programme

In its recommendations prepared for the legislative programmes of the
spring and autumn sessions, the SAO called attention to certain already
published reports and analyses relating to a specific bill. The SAO for-
warded the recommendations to the Speaker of the National Assembly,
the deputy speakers, the officials and the committees, as well as the
chairpersons of supervisory subcommittees that operate under the
committees. The two legislative programmes consisted of 100 draft bills,
36 of which were complemented by recommendations. In the interest of
the improved utilisation of reports, the SAO sent 25 letters addressed to
committee and supervisory subcommittee chairpersons calling attention
to important reports falling within the scope of responsibility of their
committees.

Information materials prepared for the National Assembly

The SAQO prepared brief information materials communicating the SAQ's
messages and summarising audit experiences corresponding to the topics
on the agenda of the National Assembly and its committees, and for-
warded these to MPs within the framework of its statutory advisory func-
tion.

Figure 9
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The information documents provided answers to questions that were of
interest to the legislators. These answers pointed out, amongst others,
what issues require the support of quality legislation for enhancing the
country’s economic development, and thus for improving the popula-
tion’s quality of life. These brief information documents incorporating the
audit experiences gained increasing importance after the introduction of
the new scheme of parliamentary sessions.

On the whole, it can be established that the information documents pre-
pared for the National Assembly became a new form of utilisation of the
SAQ’s work, and fulfilled their role, as the speakers started to make ref-
erences to the findings incorporated therein more frequently.

The spring legislation programme included numerous bills affecting the
State Audit Office of Hungary. In 2016, the State Audit Office forwarded
information documents to the National Assembly on 25 occasions,
whereas this figure was 12 in 2015.
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Figure 10
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1.2, SAO recommendations in legal regulations

The amendment of certain provisions set forth in the Implementing Decree (ID) of the
Act on Public Finances and in the Government Decree on the Internal Control System
and on the Internal Audit of Central Public Administration Bodies (GD) based on our
audit experiences represented a special example for the utilisation of the State Audit Of-
fice of Hungary’s auditing activity. These amendments contributed to the fulfilment of
the constitutional requirement on clarity of legislations and to the transparent and ac-
countable operation of budgetary authorities. Furthermore, the Act on Public Finances
and the Act on Public Procurement were amended based on the recommendations made
by the SAQ.

The Act on Public Finances stipulates that the detailed internal order and
method used by a budgetary authority for performing its duties shall be
defined in organisational and operational rules, whereas the detailed or-
der of its financial management shall be specified in internal rules of pro-
cedures, and on a related note, the ID lays down what exactly the opera-
tional and organisational rules must include, and what specific questions
must be addressed by the head of the budgetary authority in such inter-
nal rules of procedures.

During its audits, the State Audit Office of Hungary frequently observed
the absence of general legal provisions that would have defined the
deadline available for newly established budgetary authorities for devel-
oping such rules of procedure, and within what period of time a budget-
ary authority is obliged to update its internal procedures in case of an
amendment of law. Accordingly, the SAO, during the public administra-
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Figure 11
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tion consultation process, also indicated the need for the amendment of
the relevant legislation to those preparing the legislative proposal, within
the framework of its legislative review-related activity.

As a result, the ID provisions on the drafting of the procedures applicable
to budgetary institutions were amended effective as of 1 January 2017. In
this context, the newly established budgetary institutions are obliged to
draw up their internal rules of procedures within 30 days of their date of
formation, whereas in case of an amendment of law, they are obliged to
update the related procedures within 30 days. In addition to the forego-
ing, the ID was also supplemented by the requirement that the proce-
dures are required to be in the manner that the responsibilities, as well
as the procedures for proposal making, authorisation, approval, control
and reporting can be established therefrom. The above modifications
significantly contribute to the transparent and accountable operation of
budgetary authorities, which is a requirement stipulated in the Funda-
mental Law with respect to the management of public funds.

Again, within the framework of its legislative review-related activity, the
SAO was given the opportunity to forward its proposals for the amend-
ment of the GD to the ministry submitting the draft bill, based on its audit
experiences. For example, it was frequently observed in the case of local
governments that the responsibilities of the notary and the mayor in
terms of internal control were not clearly identifiable.

The GD provision related to the amendment of the annual audit plan was
supplemented by taking into account the related SAO recommendations,
namely in the case of local governments, the internal control officer may
modify the annual audit plan subject to the approval of the representa-
tive council as of 1 January 2017. Based on another recommendation giv-
en by the State Audit Office of Hungary, a relevant provision of the GD
was clarified in the manner that an internal auditor may only be em-
ployed by the governance body subject to the decision of the representa-
tive council.

The Act on Public Finances was amended in the spring parliamentary ses-
sion, amongst others by having regard to the State Audit Office of Hunga-
ry’s opinion, so that the deadline of submitting the draft bill on the final
accounts was modified to 30 September from 31 August, with a view to
ensuring appropriate amount of time for implementing the audit process.
The legislator utilised the State Audit Office of Hungary’s recommenda-
tions based on its audit experiences relating to the amendment of the Act
on Public Procurement, which ensured the transparency and accountabil-
ity of procurements below the public procurement threshold.
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2. Utilisation on the side of audited entities

2.1, Recommendations and action plans based on findings with obligations to
take action, warning letters

As per the SAO Act, one of the requirements set for the audits is that the findings should
be based on firm legal grounds and that the conclusions should be reasonable and well
substantiated. In order to achieve this goal, the findings with obligations to take action
and the related recommendations made by the State Audit Office are taken under review
to check whether these are legally substantiated at several stages of the audit process.
The State Audit Office operates a separate database for registering the action plans re-
ceived, and thus for the continuous monitoring of the obligation to take measures, as
defined in the SAO Act.

RECOMMENDATIONS AND Recommendations based on findings with obligations to take

OPINIONS INTENDED FOR THE action
AUDITED ENTITIES In the reports published by the State Audit Office in 2016, the SAO de-
2232 Recommendation fined a total of 2,232 recommendations based on findings with obligation

to take action for the heads of the audited entities.
362 Addressee Acti
ction plans

471 Reviewed action Pursuant to the SAO Act, the head of the audited body must develop an
plans action plan in response to the findings in the report prepared by the au-
169 Warning letter diting authority and send that plan to the State Audit Office within 30

days from the receipt of the report.

In 2016, the SAQ’s supervisory managers processed 471 actions plans in

c c relation to 260 reports, the justified nature of which was examined by a

What is a warning letter? dedicated organisational unit during the reporting period. Pursuant to
As per the SAO Act, in order to eliminate the SAO Act, the SAO may check the implementation of the action plans

the practices found to be in violation of the drawn up in line with the findings with obligations to take action and the
law as well as the improper or wasteful use related recommendations included in the auditing authority’s reports,

of assets identified during the audit, the within the framework of follow-up audits.
President of the State Audit Office of
Hungary may send a reminder of the Presidential Warning letters
findings to the head of the audited entity, The President of the SAO sent 169 warning letters to the heads of the
provided that more serious sanctions need audited entities in relation to the SAO reports issued in 2016. The warn-
not be imposed under law. The head of the ing letters were typically intended to call the attention of the heads of
entity shall evaluate the contents of this the audited entities to operational and/or ad-hoc financial management
reminder within 15 days (the governing risks or high-risk areas detected during the SAQ’s audits, which, in the
body at its next meeting), take the opinion of the SAO, needed to be addressed for the full enforcement of
necessary measure, and notify the the protection of public funds. The information provided by the heads of

President of the State Audit Office of
Hungary accordingly.

the audited entities on the actions implemented or planned based on the
warning letters were utilised by the SAO through its risk assessment sys-
tem.
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2.2, Follow-up audits

The enhanced utilisation of the auditing work was set by the SAO as a strategic objec-
tive. In line with this, the organisation may inspect whether the audited entities imple-
mented the action items included in their respective action plans drawn up with a view
to eliminating the errors, deficiencies and irregularities observed earlier. The regularly
performed follow-up audits contribute to the effective implementation of the required
actions, and as a result to the improvement of the orderliness of public finances. The
State Audit Office of Hungary places increasing emphasis on follow-up audits.

What is a follow-up audit?

Pursuant to the SAO Act, the heads of the
audited entities are required to compile
action plans pertinent to the findings with
obligations to take action and the related
recommendations included in the audit
reports, and to send those actions plans to
the SAO.

During the course of the follow-up audits,
the SAO evaluates whether the tasks
defined in the actions plans drafted by the
audited entities in harmony with the
findings with obligations to take action and
the related recommendations included in
the audit reports were implemented by

INDEPENDENT REPORTS ON
FOLLOW-UP AUDITS
IN NUMBERS

4 Supporting the
concept of the well-

managed state

1 Auditing the
auditors

6 Audits of state
property

6 Central sector

3 7 Local government
sector

Pursuant to the SAO Act, the heads of the audited entities are required to
compile action plans pertinent to the findings with obligations to take ac-
tion and the related recommendations included in the audit reports, and
to send those actions plans to the SAO.

Pursuant to the provisions set forth in the SAO Act, the SAO may inspect
the implementation of the items incorporated in the action plans, in the
context of follow-up audits. When evaluating the implementation of such
actions, the SAO takes into account any change in the audited entity’s
operating conditions and in the relevant legislations.

Follow-up audits are usually performed by the SAO in the form of inde-
pendent audit programmes, on which separate reports are drawn up.

Figure 12
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In addition to independent follow-up audits, other audit programmes
may also include focus questions similar to those incorporated in the fol-
low-up audits. In 2016, seven SAO reports included follow-up audit-
related tasks, the majority of which were related to political parties and
their associated foundations.
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2.3. Legal consequences related to audits

The State Audit Office of Hungary has a wide range of instruments at its disposal to
impact auditees with a view to promoting the economic and regular use of public funds.
The SAO Act provides general authorisation for the SAO to inform any external au-
thority competent to act in specific cases with respect to irregularities observed during
the audit processes. The launching of administrative procedures is an important audit-
ed-related event, although not an objective, and at the same time represents one of the
important directions of utilisation. The experiences gained from the administrative pro-
ceedings are in support of the auditees’ future law-abiding conduct, and prevent the oc-
currence of deficiencies and irregularities.

INITIATION OF ADMINISTRATIVE
PROCEEDINGS

90 notification of
investigative
authorities

61 notification of the
Chamber of
Hungarian Auditors

36 initiation of public
procurement
remedy
proceedings

32 notification of
government
agencies

3 2 notification of other
authorities

The State Audit Office of Hungary keeps records of the administrative no-
tifications initiated by the organisation and their respective effectiveness
for the quantifiability of utilisation and for determining the direction of
future development.

Obligation of cooperation related to data supply

Pursuant to the SAO Act, the audited entity shall make available the data
and documents necessary for conducting the audit to the State Audit Of-
fice (upon its request without delay, but no later than within five working
days). Failure to comply with the obligation of cooperation may entail the
launching of the measures specified in Section 33 (3) of the SAQO Act.

In 2016, the SAQO initiated proceedings on four occasions according to the
SAO Act, because the audited entities failed to make available the data
and documents required for conducting the audit procedures within the
deadline stipulated in the SAO Act.

In the context of cooperation, throughout the year 2016 the SAO contin-
ued to make efforts for ensuring possibility for the audited entities to
meet the SAQ’s request for data supply in more than one step.

Notification of investigative authorities

Pursuant to the SAO Act, if during the audit process the State Audit Office
has grounds to suspect a criminal offence, it shall notify the competent
authority of its findings without delay. In the case of other illegal acts, it
may initiate the clarification and enforcement of liability.

In 2016, the SAO notified the competent investigative authorities in 90
cases. The SAO sent notifications to the investigative authorities based on
its audit processes in the following breakdown: 33% in relation to muse-
ums, 25% with respect to local governments, 17% for the institutions of
the central subsystem, 14% with respect to economic operators and 11%
in case of other organisations.

In recent years, the SAO performed the inspection of sectors and organi-
sations that have never been audited before. In the absence of previous
auditing activity, a higher number of irregularities were observed in the
case of these organisations. At the same time, it also indicates the fact
that the SAQ’s risk assessment activity effectively scanned such groups of
public sector organisations where the conducting of audits proved to be
justified.

Currently, there are 100 cases in progress — also covering previous years
— placed under investigation on the basis of notifications by the SAO to
the investigative authorities. Investigations were typically ordered on
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rounds of suspected mismanagement of funds, violation of accounting
principles, and committing budgetary fraud.

Opening of public procurement legal remedy proceedings

In 2016, the SAO initiated the opening of public procurement legal reme-
dy proceedings with the Public Procurement Arbitration Board in 36 cas-
es.

Figure 13

DISTRIBUTION OF PUBLIC
PROCUREMENT REMEDY PROCEEDINGS
BY AUDITED ENTITY IN 2016 (CASES, %)
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Effective as of 1 January 2015, the provisions set forth in the Act on Pub-
lic Procurement were amended. From the above mentioned date, the
subjective deadline available for launching legal remedy proceedings was
extended from the previously applicable 30 days after learning of the in-
fringement to 60 days, while the objective deadline, in certain cases, was
extended from the previously applicable three years to five years. As a
result, there is more time available for initiating legal remedy proceed-
ings, which supports the enforcement of the consequences of audits.
Furthermore, the SAO extended its auditing activities to previously unau-
dited organisations (for example hospitals, museums) where the audit
processes uncovered a high number of public procurement irregularities,
on the basis of which the Public Procurement Arbitration Board was re-
quired to be notified.

In the legal remedy proceedings opened in the case of public procure-
ment irregularities, violations were established in numerous cases and
fines were imposed in excess of HUF 34 million. All this supports the legal
execution of purchases among the organisations subject to the Act on
Public Procurement and the transparency of the spending of public funds.

Notification of the Chamber of Hungarian Auditors

In 2016, primarily during the audits of economic operators, the Chamber
of Hungarian Auditors was required to be notified on 61 occasions due to
auditing irregularities detected at the audited entities.

Notification of government agencies

In relation to the audit of local governments, the SAO notified the com-
petent capital and county government offices responsible for the legal
compliance supervision of the respective local government in 32 cases
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(30 cases of which were related to local governments, while in 2 cases it
affected minority self-governments). The reason for the notifications was
the fact that the findings of the auditors could be best remedied by the
capital and county government offices concerned, as they are responsible
for the legal compliance supervision of the local government and by vir-
tue of their supervisory role they have more direct and therefore more
efficient tools available than the SAO.

Other notifications

In addition to the investigative authorities, the Public Procurement Arbi-
tration Board, the Chamber of Hungarian Auditors, and the government
offices responsible for legal compliance supervision, the SAO also notified
other authorities and advocacy organisations based on its audit findings.
We notified the Hungarian Energy and Public Utility Regulatory Authority
in 5 cases. The utilisation of our notifications involves a two-way process.
On the one hand, it serves to eliminate the irregular practice developed
in relation to the public service charges applied by waste management
and district heating service provider companies, and on the other hand
the notifications were justified for protecting and enforcing the rights of
the population using such public services.

We sent notifications to the National Authority for Data Protection and
Freedom of Information on two occasions for the purpose of protecting
the rights of citizens. The grounds for our notifications was on the one
hand the violation of the right to the protection of personal data, and on
the other hand non-compliance on behalf of the local governments with
the disclosure obligation stipulated by the Act on Informational Self-
Determination and Freedom of Information.

In order to contribute to the protection of public interest, we turned to
the competent Public Prosecutor’s Office on five occasions. The aim of
our notifications related to the functions of the Public Prosecutor’s Office
promoting the protection of public interest is to ensure that the docu-
ments pertinent to the legal status of non-governmental organisations
and public bodies follow uniform patterns and are compliant with legal
regulations and to restore the legitimate functioning of said organisa-
tions.

We notified the National Tax and Customs Administration on 12 occa-
sions for issues arising from invoicing and taxation problems and from the
failure to submit asset declarations.

We sent notifications to the National Bank of Hungary, acting as the au-
thority supervising financial organisations, on two occasions as a result of
irregularities observed at the financial institutions.

Six notifications were filed to the Court of Registration. As a result of our
notifications, the audited entities in question were given the possibility to
restore their legitimate operation. It is important for the utilisation of our
notifications from a general societal point of view that the changes af-
fecting the data stored in public registers contribute to the security of the
economy’s turnover and to the enforcement of the protection of credi-
tors” interests, which are of significant importance in terms of the entre-
preneurs’ constitutional rights.

27



SAO professional activities in 2016

Figure 14
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Cooperation with investigative authorities

Pursuant to Act XIX of 1998 on Criminal Proceedings, the court, the pros-
ecutor and the investigative authority may contact central and local gov-
ernment agencies, authorities, public bodies, economic entities, founda-
tions, public foundations and associations to request the supply or
transmission of information, data or documents. In 2016, the SAO re-
sponded to 35 official requests from investigative authorities, through
which it provided substantial assistance to the investigative authorities
conducting the criminal proceedings by forwarding the documents that
were at our disposal.

Figure 15
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3. Information supply and advisory function - areas of societal

utilisation

3.1.

Information provision at the level of society

A new utilisation management concept has been developed for more targeted and better
oriented audits by the supreme audit organisation. During the period under review, the
SAO performed consciously planned, proactive communication activities, within the
framework of which it implemented the evaluation of the indications given by the insti-
tutions’, and processed the utilisation events in the form of analyses and studies.

Social utilisation

The SAQ’s activities were characterised by extensive utilisation. In addi-
tion to publishing its reports on the its website, in 2016 the SAO held
seven conventional press conferences and another 54 electronic press
conferences to inform regional and local media in relation to 148 audit
reports. During the course of electronic press conferences, the SAO noti-
fies geographically competent county media affected by the relevant au-
dits, and grants them the opportunity to ask questions by email or phone.
The institution published 22 official press releases on its website and
within the National Press Service system of the Hungarian News Agency.
In 2016, the various media platforms published news articles pertinent to
the State Audit Office of Hungary on 4,277 occasions in total. 2,356 news
items (55%) were published through active communication, i.e. these
were supplied directly by the SAO, while mention was made about the
organisation through passive communication on 1,921 (45%) occasions,
however, in these cases communication was not actively initiated by the
SAQ. 2,614 news items were published via online platforms, another
1,000 by radio and television media, while 663 were published in the
printed media.

Figure 16
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3.2.

Online communication

The SAO News Portal (www.aszhirportal.hu) allows an insight into the in-
stitution’s everyday work and in doing so makes the publicly funded of-
fice’s operation outstandingly transparent even by international stand-
ards. Visitors can track audit processes through the various audit phases
from planning and topic selection to utilisation.

In 2016, SAO staff members published a total 1,760 new articles in Hun-
garian on the news portal. The number of articles published increased by
more than 25% compared to the previous year, while page views on the
SAO News Portal exceeded 400,000. A total of 267 articles were pub-
lished in 2016 on the international sites (in English, German and French)
of the SAO News Portal.

The numbers recorded in 2016 show that the State Audit Office of Hun-
gary continually, and to a large extent, ensured transparency with respect
to its everyday work and activities.

Academic utilisation

The SAO publishes an up-to-date financial periodical pursuant to the re-
quirement set forth in Resolution No. 43/2005 (V.26.) of the National As-
sembly. Public Finance Quarterly, an impact factor public finance journal
is published by the State Audit Office of Hungary in close conjunction
with the Public Finance Quarterly Online website. In 2016, four new is-
sues were published of its printed version, which focused on renewed
central bank policies, public procurements, the relationship between
public finances and the new Hungarian Fundamental Law, as well as on
money and money creation.

For the purpose of the academic utilisation of the State Audit Office’s
work, we published our experiences gained from auditing, research and
analysis in the fields of significant public interest (performance and effec-
tiveness, public sector management, risk analysis and risk management,
budget/sustainability/stability, the Fundamental Law and financial
awareness) in the form of scientific publications.

Supporting the SAO’s advisory activity

It is an important mission of the SAO to leverage its audit experiences to support the
auditees and the potential audited entities in the context of its statutory advisory activi-

ty.

As part of its advisory activity, the State Audit Office of Hungary published 21 analyses
and studies, as well as an 11-part series of studies in 2016. In its analyses, the SAO re-
frains from communicating audit findings, instead casting light on correlations and im-
pacts. Its goal is to call the attention to risks inherent in the given field, and to show
good practices as well.

In addition to its analyses, studies and information documents drawn up for the Nation-
al Assembly, the SAO also shares its experiences with the wider professional audience
at conferences, seminars, consultation forums and in trainings.

Analyses, studies

The SAQ’s analyses drawn up in 2016 were focused on a number of dif-
ferent topics presented in Figure 17. The analyses and studies prepared
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in 2016, but published by or before the compilation of the organisation’s
report in 2017 are also included in the above figure.

Figure 17 Fiscal Council
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Further information is given on each analysis and study in the chapters of
the report focused on the given topic.

Knowledge sharing at conferences and seminars

Given its advisory and analytical function, the State Audit Office of Hun-
gary does not just support the work of the National Assembly, but also
provides support to potentially audited entities in compliant operation.
The Hungarian and international industry conferences organised by the
SAO were attended by more than 500 registered guests, who represent-
ed over a hundred organisations using and managing public funds.

After two successful series of events, 2016 marked the third time that the
State Audit Office of Hungary once again organised the now customary
INTERNATIONAL INTEGRITY SEMINAR. The aim of the seminar is to share our
experiences gained in the fight against corruption with experts of other
countries, primarily delegated by the supreme audit institutions of devel-
oping countries. The focus topic of the event was the inclusion of the as-
pects of integrity in public finance-related audits. Attendees of the semi-
nar (which has been organised annually since 2014) included close to 90
experts delegated by the supreme audit institutions of approximately 40
countries.

In the context of the International Integrity Seminar, in February we or-
ganised an international conference entitled “Hungarian Support in the
Global Fight Against Corruption” on the occasion that the Hungarian
Government contributed HUF 129 million to the international fight
against corruption upon the professional initiative of the State Audit Of-
fice of Hungary, with a view to implementing Resolution No. 41/2013
(V.27.) of the National Assembly on the approval of the 2012 report of
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KEY INDICATORS OF THE SAO’S
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the State Audit Office. By entering into the agreement between the gov-
ernment and the INTOSAI (International Organisation of Supreme Audit
Institutions) Development Initiative (IDI), Hungary has become part of the
global fight against corruption, and the related international seminar pro-
vided an opportunity for knowledge-sharing and for the global dissemina-
tion of “good practices”. In addition, at the request of IDI the SAO dele-
gated an expert to take part in the international organisation’s anti-
corruption programme.

It reflects the international recognition of the SAQ’s integrity project its
President was requested to present the SAQ’s experiences at an interna-
tional symposium, beside several other renowned SAl presidents and in-
ternational experts. Furthermore, the SAO’s representative also shared
the SAQ’s related experiences at the meeting of the EUROSAI’'s Audit and
Ethics Committee.

On 13 October 2016, the State Audit Office of Hungary organised a con-
ference entitled “The Building Blocks of Good Governance — Five Years of
the Fundamental Law”. Speakers at the full capacity event included the
former President of the Constitutional Court, Governor of the National
Bank of Hungary, the Chairman of the Fiscal Council, the Rector of the
National University of Public Service and Chairman of the State Reform
Committee as well as the SAO President and their respective presenta-
tions focused on the effects of the new Fundamental Law and the related
cardinal acts on Hungary’s public finances and on the constitutional
frameworks of a well-managed state. The roundtable discussions follow-
ing the presentations saw participants discuss the correlations between a
well-governed state and the whitening of the economy.

On 17 November 2016, at the conference “5 Years of Anti-Corruption
Cooperation” the senior officers of the Ministry of the Interior, the Na-
tional Office for the Judiciary, the Curia, the Office of Prosecutor General
and of the State Audit Office of Hungary jointly evaluated the achieve-
ments of the fight against corruption in the past five years. On the occa-
sion of the anniversary of the ratification of cooperation agreement dat-
ed 2011, the Public Procurement Authority and the National Bank of
Hungary expressed their intention to join the framework.

The State Audit Office of Hungary held its regular year-end conference
for the sixth time on 15 December 2016, dealing with the results of the
survey on financial literacy. The event featured a presentation about a
study into the financial literacy of secondary school students and adults,
and the experience and results of the pilot adult education programme
entitled “Responsible Financial Management — the Basics of Economy, Fi-
nance and Public Financing”.

In May 2016, the “GooD PRACTICES” SEMINAR SERIES continued with the
seminar “Good Practices — The Integrity Status of State-Owned Compa-
nies in Focus”. At the seminar attended by close to 100 managers of
state-owned companies, the SAO presented the SAO study on mapping
out the corruption risks and immunity of state-owned companies, and al-
so explained why the renewal of public sector management was justified.
Furthermore, the conference hosted the discussion of topics such as eth-
ical management, efficient governance-management, as well as the rela-
tionship between the state as owner and the members of corporate
management.
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Figure 18

NUMBER OF CONFERENCES ORGANISED BY THE SAO, INCLUDING
THE “GOOD PRACTICES” SEMINARS, BETWEEN 2011-2016 (NUMBER
OF EVENTS)

2011 2012 2013 2014 2015 2016
‘”Good Practices” conference series ."Good Practices” Seminar ‘Other conferences

The “Good Practices” seminars launched at the end of 2010 were com-
plemented in 2013 by a 20-location conference series jointly organised
by the SAO and the Ministry of Public Administration and Justice, with the
collaboration of the Institute of Hungarian Internal Auditors and of Gov-
ernment Offices. This comprehensive local government-specific training
programme was conducted both in Budapest and in all the 19 counties of
the country.

Knowledge-sharing within the framework of cooperations and
consultations

In keeping with its strategic objectives, the State Audit Office of Hungary
has developed an extensive cooperation network over the past five years,
which makes it unique amongst the other public institutions. The network
has significant professional/scientific and utilisation potential. The quality
and content-driven development of the agreements continued through-
out 2016, during the course of which the SAO’s network of cooperation
was expanded with two higher education institutions.

In support of the SAQ’s advisory activity, in 2016 the heads of six national
local government interest groups consulted with the President and Vice-
President of the SAO with regard to current issues affecting the subsys-
tem of local governments.

The SAQ’s management received the delegations of the Historical
Churches of Hungary within the framework of customary professional
meetings, which were mostly focusing on the experiences gained from
the self-tests completed by the ecclesiastical institutions, the concept of
continuous knowledge sharing and the development issues related to in-
stitutions being in ecclesiastical ownership.

The INTERNATIONAL RELATIONS AND ROLES of the SAO ensure knowledge
transfer, and the experiences obtained this way become integrated into
the auditing work. Within the International Organisation of Supreme Au-
dit Institutions (INTOSAI), the SAO participates primarily in the work of
the subcommittees in charge of methodological development, while it
has been participating as a member or observer in all working groups of
EUROSAI, the European organisation of SAls, since 2014, and it is also
represented in several working groups functioning within the EU Contact
Committee.
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What are self-tests?

Self-tests comprise a questionnaire
completed voluntarily by the
stakeholders for their own utilisation,
designed in consideration of a given
operational and regulatory
environment and the features of
specific tasks for the purpose of
supporting the assessment and
evaluation of the task performance of
organisations and institutions using
public funds, along with the
regularities of their internal control
systems. Self-tests allow respondents
to formulate a view of the regularity of
their own operation and the state of
their own control mechanisms; they
can be used effectively to explore
defects, deficiencies and risks and to
identify the possibilities for correction.

One of the most effective means of sharing experiences internationally is
participation in COOPERATIVE AUDITS, therefore, in 2016 the SAO has kept
track of all newly launched international audits and has become involved
in several cooperative audits. As coordinator, the SAO participated in the
execution of the cooperative audit launched by the EU Contact Commit-
tee within the Network on Europe 2020 Strategy Audit entitled “Good
practices of graduate career tracking”, which was implemented with the
participation of the Romanian and Bulgarian SAls. In cooperation with the
Croatian and Macedonian SAls, the SAO conducted a parallel audit enti-
tled “Auditing of tourism development measures”. A joint publication was
signed in February 2016.

The SAQ’s presidential delegation attended the INCOSAI XXII where the
main theme was how INTOSAI can contribute to the UN 2030 Agenda for
Sustainable Development, including the questions of good governance
and the strengthening of the fight against corruption.

At the INCOSAI, an agreement was reached that the SAO would organise
a workshop in Budapest during the spring of 2017 for streamlining the in-
ternational experiences related to large-scale investment projects.

Self-tests

A scheme of self-tests was developed in order to ensure that the SAQO’s
audit experiences are utilised by the widest possible circle of the entities
involved in the management of public funds. Self-tests are completed on
a voluntary basis and are utilised by the respondents themselves. Their
aim is to allow respondents to formulate a view of the regularity of their
own operation and the state of their own control mechanisms; they can
be used effectively to explore defects, deficiencies and risks in the func-
tional and task performing environment, and to identify the possibilities
for correction.

In 2014, the SAO developed self-tests for the internal control of local
governments, for minority self-governments and for church institutions.
In April 2015, the scope of the self-tests was extended to cover the oper-
ation of central budgetary institutions, while in the spring of 2016 it was
further expanded by self-tests supporting the utilisation of European Un-
ion funding. In 2016, the SAO carried out a review process on the previ-
ously developed self-tests with a view to updating those, and to ensuring
their continuous applicability. Stakeholders have downloaded the self-
tests in increasing numbers since their publication on the SAO website,
which demonstrates the effectiveness of their utilisation.

Figure 19 shows the number of downloads for the entire period since
their first publication.
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Figure 19
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1. Supporting the concept of the “well-managed state”

In accordance with its strategy, the mission of the State Audit Office of Hungary is to pro-
mote the transparency and regularity of public finances with its value creating audits per-
formed on a solid professional basis, thus contributing to the concept of the “well-managed
state”. By now, good governance has become a concept that can be described with a com-
plex set of criteria against which the performance of individual economic policies and state
organisations can be measured. Moreover, the SAO Act provides for the supreme audit in-
stitution’s contribution to the functioning of the well-managed state.

Among the activities of supreme audit institutions, the promotion of good governance has
gained an increasingly important role even by international standards, and all this also de-
termines the themes evolving in the context of international knowledge transfer. Interna-
tional organisations have started to emphasise with increasing frequency that supreme au-
dit institutions are the key guarantors of good governance.

The role of supreme audit institutions in supporting good governance has not been ex-
plained so far by means of a comprehensive model. Consequently, in consideration of its
mandate and the duties enshrined in the new legislation, the State Audit Office of Hungary
has constructed a model to provide an overview and a classification of the contribution of
supreme audit institutions to good governance.
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Figure 20
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Studies and analyses in support of the concept of the “well-managed state”

The SAO prepares studies and analysis in support of the well-managed state focusing
on diverse and increasingly widespread topics. In a country where more than half of the
GDP reflecting the results of economic competitiveness is redistributed by the state, it is
of primary importance that audits are focused on the regular, effective and efficient uti-
lisation of public funds. The SAO’s studies, among others, seek to explore the ways in
which the audits of the SAO can exert the most positive impact possible on the denomi-
nator of general government debt, i.e. GDP developments.

Furthermore, pursuant to Section 5 (13) of the SAO Act, the SAO draws up analyses
and studies in relation to the duties performed by the President of the State Audit Office
of Hungary (SAO) as a member of the Fiscal Council (FC). The FC is assisted in per-
forming its tasks by having access to such documents.

The number of the analyses and studies kept increasing in parallel with
the continued expansion of audit topics, as illustrated by Figure 21.

Figure 21
Number of analyses and studies
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Series of studies, “Building Blocks of Good Governance — The Supreme Audit
Institution, the State Audit Office of Hungary in Focus”

The parts of the series of
studies can be downloaded by
clicking on “Series of Studies”,

or from the SAO website by
using the following link:

. https://www.asz.hu/hu/a-jo-
kormanyzas-epitokovei.

Figure 22
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In addition to all this, on the occasion of the 5th anniversary of the Fun-
damental Law and the new SAO Act, the State Audit Office published an
11-part series of studies entitled “Building Blocks of Good Governance —
The Supreme Audit Institution, the State Audit Office of Hungary in Fo-
cus”. The series of studies primarily analyses the role of supreme audit in-
stitutions in the promotion of good governance, and defines the criteria,
principles, requirements, instruments and scopes of influence and the re-
sults of good governance. In addition to the above, the series of studies
also examine to what extent the State Audit Office of Hungary fulfilled
the requirements stipulating support for good governance, and provide
analyses of the supreme audit institution’s activity by making interna-
tional comparisons.
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The aim of the State Audit Office of Hungary, as a model organisation, is
to share “good practices” both in Hungary and abroad, whereby we not
only aim to support good governance, but also to shape attitudes about
the state and public life and to improve public thinking.

Figure 23
Contribution of supreme audit institutions to good governance
Hungarian model
= =
finil
P&L Good governance
Nati | Audited Academic an Organisations
Scope atlona Government L professional using public Society
Assembly entities community funds
Audit reports, findings, recommendations, analyses, studies, action plans, follow-up audits,
Assets good practices, notices and information documents
""""""""""""""" ~ o - [
= ;rl = RS = g 5 W ~
= £ E © -
.. - n &= ) 5] =4 o T
Principles, £ @ i g 2 > £ S E
= = B = = 85 5 5 @
values, a = c 8 E’ o @ o 2
ic objecti = 2 g 2 = 55 B 5 B
strategic objectives = m Q © — = o o —
& < = 18 2 5 z 3
£ Y = 8 3 5
........................ = | | (& | § £

Foundation

Constitutional status, powers and independence of the supreme audit institution

Supporting the work of the Fiscal Council

The SAO analyses drawn up in
support of the work performed
by the Fiscal Council are
available by clicking on the

titles of the analyses under the
section referenced in the
highlighted Annex number or
can be downloaded from the
SAO website (www.asz.hu).

Annex I,

Section 1

In 2016, the State Audit Office of Hungary continued to support the work
performed by the Fiscal Council by preparing analyses. In this context, it
provided the following analyses to the Fiscal Council:

—® Aspects to be considered by the Fiscal Council in formulating its
opinion on the 2017 budget appropriation bill of Hungary

—® QOpinion on the 2017 budget appropriation bill of Hungary

—® Aspects to be considered by the Fiscal Council in formulating its
opinion for the final vote on the 2017 budget appropriation bill of
Hungary

—® Analysis for the Fiscal Council on the budgetary processes in the
first half of 2016

—® Analysis on the macroeconomic correlations of 2015 budgetary
processes, in relation to the audit of the final accounts

—® Study for the definition of the focal points and aspects of the SAQ’s
audit on the state’s market organising role
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—® The operation of the debt management system of public finances -
The role and performance of the Government Debt Management
Agency

Study for the definition of the focal points and aspects of the SAO’s audit on
the state’s market organising role

The SAO study seeks to answer the question as to what aspects of expe-

™ N . dience, relevance and effectiveness, as well as what focus areas should
e study is available by clicking

on the highlighted publication be used during the audits related to the state’s market organising role.
number or can be downloaded - : . - -
e e After an introductory chapter on theoretical and historical background in-
(www.asz.hu). T/402 formation, the study describes what market organising activities are per-

formed by the state, and what amount of public funds and public assets
are used for that purpose, by using three specific areas as examples (pub-
lic water utilities, waste management and external economic sector).

The state’s market organising activity is interpreted by the study as an ac-
tive conduct demonstrated on behalf of the state, in the course of which
the state acting as customer, funding body, producer and regulator, in
part, creates the market’s operating conditions fulfilling societal expecta-
tions, in some cases even by partially restricting market mechanisms, by
way of utilising public funds and/or public assets.

The SAQ’s study outlines a framework that is suitable for defining the as-
pects to be applied during the course of SAO audits. In the context of
such framework, the study poses the question as to what end the state
applies and expands its activities to a specific field of the economy, and
what results it hopes to achieve and what tools and instruments it wishes
to use to accomplish these results.

The SAO presented its study at the meeting of the Committee for Enter-
prise Development of the National Assembly. In addition, the study was
also forwarded to the members of the Fiscal Council and to the ministries
concerned.

Study on the integrity risk of large-scale investments and on the establishment
of controls managing such risks

In its Resolution No. 31/2015 (VII. 7.) on the promotion of the bid for the
2024 Summer Olympic and Paralympic Games to be held in Budapest, the
National Assembly requested the State Audit Office of Hungary to provide
professional support for the preparation of the bid and concerning relat-
ed expenses incurred in case of hosting the event to contribute to the
lawful, professional, economical and efficient use of public funds.
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Figure 24
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STUDY “Study on the Integrity Risks of Large-Scale In-
vestments and on the Establishment of Controls Man-
aging such Risks”, focusing on large-scale investments

SUMMARY on “The Integrity Risks of Large-Scale In-
vestments and on the Study on the Establishment of
Controls Covering such Risks”

A study on “The Integrity Risks of Large-Scale Investments and on the
Study on the Establishment of Controls Covering such Risks” was prepared
with a view to implementing the relevant resolution of the National As-

The study is available by clicking
on the highlighted publication .
number or can be downloaded sembly. The study was forwarded by the President of the SAO to the Na-

from the SAO website

tional Assembly on 6 May 2016, and was then sent to the heads of the
(www.asz.hu). T{405

competent government bodies, and eventually published on the SAQ’s
website. In view of the fact that the Municipality of Budapest, in conjunc-
tion with the Hungarian Olympic Committee, withdraw their bid to host
the 2024 Summer Olympic and Paralympic Games at its extraordinary
general meeting of 1 March 2017, the SAO ended its supporting activities
related to the preparations for and hosting of the Olympic Games.
However, the SAO continues to provide support for the organisation im-
plementing large-scale investments.

40


https://www.asz.hu/storage/files/files/Publikaciok/Elemzesek_tanulmanyok/2016/nagyberuhazasok_tanulmany.pdf?ctid=976

SAO professional activities in 2016

Analysis on the functioning of the new disaster management system

The floods on River Tisza that hit Hungary in 2010 causing billions worth
of damage, and then the red sludge catastrophe claiming the lives of ten
people in Ajka in the same year directed the State Audit Office of Hunga-
ry’s attention to the shortcomings of disaster management in Hungary. In
May 2011, the State Audit Office of Hungary published its report entitled
“Audit of the systems set up to prevent and avert natural disasters and to

_ _ . eliminate their consequences”, in which it recommended that the gov-
T';isttr:f‘,’]i'gshalicgcftss:jb:fuﬁ}’ig'tcig';g ernment should transform the regulatory, organisational, functional and
number, or can be downloaded financing system, and should adopt the relevant, internationally accepted

fmthxi,Saif ,:‘Le);c’sne set of rules. These recommendations by the SAO were integrated into the
ez T/411
fundamental principles of the Act on Disaster Management that entered
into force on 1 January 2012. The system proved to be effective at the
time of the record breaking floods on the River Danube in 2013.
Figure 25
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The State Audit Office of Hungary analysed the functioning of the re-
newed disaster management system. The SAQ’s analysis concluded that
the government implemented the integration and professionalisation of
different disaster management organisations, as well as the incentivised
inclusion of society, all at the same time, as a result of which the National
Directorate General for Disaster Management has increased its capability
of ensuring the fulfilment of the complex requirements set for their sys-
tem, compared to the effect of previous regulations. In the new struc-
ture, the government exercises direct control over a significantly larger
proportion of the country’s resources used for disaster management,
compared to previous years. Furthermore, the updating of the Act on
Disaster Management has eliminated countless regulatory gaps, and now
uses consistent terminology, and has integrated the previously inde-
pendent sectoral regulations applicable to disaster management and civil
protection, water management and other regulatory fields into a uniform
scheme. Based on the foregoing, the management of the National Direc-
torate General for Disaster Management also utilised the SAQ’s previous
recommendations for overhauling the operational and organisational sys-
tem.

Other analyses

The analyses on public debt management and on graduate career track-
ing are presented in connection with an audit focused on the same top-
ics, included the subchapter entitled “Audit supporting the concept of the
“well-managed state”.
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1.2. Opinion on the 2017 budget appropriation bill of Hungary

Pursuant to Article 5 (1) of the SAO Act, the SAO shall review, in order to fulfil its obli-
gation to provide its competent opinion, the substantiation of the central budget appro-
priation bill and the feasibility of the revenue appropriations. The purpose of the audit
is to contribute to the National Assembly adopting a budget that is substantiated and
capable of managing risks that may realistically arise through passing new laws and
adopting amendments.

The SAO established that the preparatory and drafting actions, the struc-
The SAO report containing the ture and contents of the bill were compliant with the applicable legisla-
findings of the audit is accessible tive provisions. In its formal opinion handed over to the National Assem-
by clicking on the highlighted X . . .
disclosure serial. number, or.can bly, the SAO pointed out the following: the multiple elements constitut-
be downloaded from the SAO ing the reserves, and the expansion of the budgetary reclassification op-
website (www.asz.hu). 16062 R . . G . .
tions improve the certainty and flexibility applicable to the execution of
the budget, as well as the management of the risks identified, while the
_ grouping of revenues and expenses in clusters of three may increase
The news item related to the
disclosure can be accessed by the bUdget transparency.
link marked with letter “H". 16062-H The main purpose of the analysis entitled “Opinion on the 2017 Budget
Appropriation Bill of Hungary” (T/409) is to ascertain whether the macro-
economic forecasts were taken into account when planning the appro-
priations related to the 2017 budget appropriation bill. The analysis calls
the attention on the key risk factors identifiable with respect to the reve-
nue and expenditure appropriations of the budget.
The SAO prepared another analysis for the Fiscal Council to see whether
the relevant version of the budget appropriation bill prepared for the fi-
nal vote fulfils the requirement for reducing the government debt-to-GDP
The analysis prepared for the FC ratio set forth in the Fundamental Law, thus supporting the implementa-
(Fiscal Council) is accessible by . o i ) ]
clicking on the highlighted tion of the provisions set out in Article 25 (1) of the Act on the Economic
publication number, or can be i
downloaded from the SAO Stablllty Of Hun.ga.ry' )
website (www.asz.hu). T/409 Through its opinions expressed during the debate of the budget appro-
priation bill, and its analyses provided through the Fiscal Council, the
State Audit Office of Hungary continuously supported the compilation of
the budget for 2017, and also contributed to the transparency of budget-
ary planning.
1.3. Integrity surveys

The State Audit Office of Hungary has annually conducted its Integrity Surveys since
2011, the primary aim of which is to provide feedback on the vulnerability to corruption
of public sector institutions, as well as to ensure that the levels of controls that serve to
manage corruption risks are in place. The survey conducted in 2016 saw more public
institutions participate than ever before (3,002), representing 61.3 per cent of public
sector employees. In addition to assessing risks and controls, as a new result, the re-
search report compiled on the basis of the methodology updated in 2016 also identified
numerous factors reinforcing the protection against corruption.

According to the OECD’s position statement, integrity or ethical con-
duct/operation is one of the cornerstones of good governance, maintain-
ing confidence in governing activities and contributing to the prevention
of corruption. The State Audit Office of Hungary considers it its key task
to develop and disseminate the application of the integrity approach. All
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this means that the enhancement of integrity in the public sector, as an
objective, saturates all activities of the SAO. The integrity approach is ap-
plied to the performance of auditing and advisory functions to the same
extent as it is applied to international and domestic knowledge-sharing
efforts.

Accordingly, the purpose of the Integrity survey first launched in 2011 is
to identify risks having an adverse effect on ethical and transparent oper-
ation, and to map out the controls required to address such risks. It
should be noted that the survey is increasingly recognised, and the num-
ber of institutions completing the integrity survey keeps growing every

year.
Figure 26
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In 2016, the State Audit Office of Hungary carried out its sixth Integrity
Survey, the primary aim of which is to provide feedback on the vulnera-
bility to corruption of public sector institutions, as well as to ensure that
the levels of controls that serve to manage corruption risks are in place.
In addition to assessing risks and controls, as a new result the 2016 re-
search also identified numerous factors reinforcing the protection against
corruption. In addition to presenting the integrity-related risks and the
level of development of the corresponding control system of the 15 insti-
tution groups defined, the organisation set itself the objective of explor-
ing new research areas, such as presenting the risk arising from the lack
of controls, or evaluating the method of ethical leadership.

Several factors were identified through the integrity survey that play a
significant role in the enhancement of integrity. The transformation initi-
ated by the government concerning the legal compliance supervision

over local governments resulted in a reduction of risks as far as the local
The analyses related to o o ]
Integrity are accessible by authorities are concerned, while in the case of the regional governance
glicinz ol e nane olthe authorities the same values increased. In the case of the regional direc-
analysis included in the ) . o o
highlighted annex with the torates, the increased level of risks arising from the reorganisation of re-
appropriate number, or can be Annex Il T . . )
Jownloaded from the SAO Annex 2 sponS|b|I|t|e§ entailed a rapid develo.pme.nt of controls. The central gov
website (www.asz.hu). ernment offices can manage corruption risks more effectively, compared
to the previous scheme.

Research also concluded that, among others, regular participation in the
Integrity survey, the risk-sensitivity of the reporting and monitoring insti-
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tutions, as well as the frequency of SAO audits all had a positive effect on
the protection against corruption used by the given entity. The results of
the integrity surveys are used by the SAO in its risk assessment activities
when selecting the audited entities, and the aspects of integrity are in-
corporated in the audit processes.

Analysis - on the integrity survey results of companies in majority
state ownership and local government-owned companies

In 2016, the SAO extended its integrity survey, conducted successfully
amongst public sector institutions for several years, to companies in ma-
jority state ownership and to local government-owned companies. The
resulting analyses were published by the SAO in May 2016 and February
2017, respectively. The analyses provide a fair view of the integrity status,
corruption risks of state- or local government-owned companies, as well
as of the level of integrity controls strengthening their resilience against
corruption. The analyses were also intended to examine the level of cor-
ruption threat at certain specific areas of corporate governance, and to
see to what extent the controls addressing and mitigating corruption risks
have been developed in these areas. Through these analyses, it is increas-
ingly recognised that regulated operation along declared values and the
development of appropriate internal controls reduces corruption risks in
the cases of economic operators using public funds and public assets and
providing public services.

1.4. Public sector management

A well-governed public sector is inconceivable without public institutions and the effec-
tive and efficient governance of state and local government-owned business associa-
tions. By fulfilling its statutory obligation, the State Audit Office of Hungary wishes to
make its own contribution to good governance. The audits performed by the State Audit
Office identified a number of deficiencies in public sector management in recent years,
about which the President of the SAO provided information at several forums and dur-
ing a government meeting. In harmony with the strategic objectives of the State Audit
Office, at the same time he also made recommendations for the renewal of public sector

management.

The importance of public sector management and the SAO’s
related contribution

Fundamentally speaking, well-managed, effectively and efficiently gov-
erned public institutions and state-owned business associations serve the
interest of the public. The assets managed by public institutions or by
their business associations, the affected organisations’ performance and
the quality, effectiveness and efficiency of their financial management
are all contributing factors to transparent, appropriate and sound man-
agement of public funds. In the SAQ’s view, it is of primary importance
that in support of the above the employment of systematic solutions,
both short and long-term, should become regular practice, and the rele-
vant management bodies should demonstrate appropriate expertise.
However, this represents a highly challenging task. Although Act XXXVIII
of 1989 on the State Audit Office of Hungary already provided for the au-
ditability of state-owned companies, the auditability of local government-
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owned companies was only made possible by a legislative amendment ef-
fective as of 1 January 2011. The audits following these principles pointed
out significant problems.

One of the outstanding examples of the utilisation of our work was
demonstrated by the fact that the Government of Hungary issued Resolu-
tion No. 1660/2015 based on the information and recommendations giv-
en by the President of the State Audit Office of Hungary. In the resolu-
tion, the Government declared its commitment to establishing transpar-
ent, effective and economically viable operating conditions for majority
state-owned companies, and to the continuous performance assessment
of the managers of majority state-owned companies from the aspects of
regularity, effectiveness and economic viability; and furthermore, to the
fact that the managers of state-owned companies are required to abide
by stringent ethical and integrity principles. In accordance with the
above, one of the strategic objectives in 2016 was to support the reforms
introduced in public sector management.

The State Audit Office prepared a study entitled “Contributions of the

The analysis is accessible State Audit Office of Hungary to Public Sector Management Reforms”
. Ry Siciine onthe based on the audit experiences of state and local government-owned en-
ighlighted number of the i i ) ) ] )
study series, or can be | ['Study on public terprises. This study and the audit experiences described therein were
d°wg';’gdﬁgggf;: e sector presented by the SAO to a professional audience at the “Good Practices”
(www.asz.hu). management seminar of 26 May 2016. In addition to the issue of public sector man-

agement reforms, the integrity situation of state-owned enterprises was
also taken under scrutiny.

Training of public finance managers

The purpose of the advisory activities pursued by the State Audit Office of
Hungary is to propagate knowledge-sharing and the use of “good practic-
es”, as well as to enhance public finance and management skills at public
sector organisations. This objective was further enhanced by Resolution
No. 34/2015. (VII. 7.), in which the National Assembly agreed that the
State Audit Office of Hungary should widen its consultancy activities re-
garding management systems and should support the training of ethical
public finance managers with respect to organisations entrusted with the
management of public funds and public property. To this effect, the SAO
strives to work together with the other constitutional institutions and
with higher education institutions, placing ethic financial management in
the focal point of their educational and research activities.
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Institutional cooperation

The first practical embodiment of this endeavour was that in November
2015 the SAO renewed its cooperation agreement with the University of
Miskolc (UoM) with a view to leveraging the SAQO’s audit and analytical
experiences and the UoM’s educational and research experiences by ex-
ploiting mutual benefits, become better connectable, supporting the in-
novative, practice-oriented and high standard operation of both institu-
tions.

Within the framework of the agreement, the Faculty of Economics of the
University of Miskolc established, in conjunction with the State Audit Of-
fice of Hungary, a Public Service Management Department as of 1 Febru-
ary 2016. The strategic objective of the educational and academic re-
search activities performed by the Department is to enhance the culture
of public service management, to introduce integrity into the operation
and assessment of public service organisations, to further develop the
methodology used for measuring and evaluating organisational and per-
sonal performance, and to introduce as guidance the international prac-
tices in public sector management in Hungary. The applicable criteria and
shared curriculum of the one-year postgraduate specialised programme
which started last September were developed by the University, while
the venue and the lecturers, in part, are provided by the SAQO.

The primary target group of this postgraduate specialised programme in-
cludes public sector finance managers and professionals involved in the
financial management decision-support and monitoring processes.
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Given the high professional interest in this initiative, the State Audit Of-
fice is seeking ways for launching further training cooperation opportuni-
ties, which in the future may serve the development of ethical manage-
ment systems for public governance and public institutions.

The main objective of the academic research activities pursued in parallel
with the training programme launched on 9 September 2016 is to lay the
academic foundation for the ethical public finance manager training
scheme. Within the framework of the cooperation agreement, the par-
ties accepted a three-year research plan governing academic research ac-
tivity, and one of its achievements in 2016 was the drafting of a research
report entitled “Examination of the Operation of Public Service Organisa-
tions”. The results of the research programme, planned with a duration
of three years, may later serve as a basis for the publication of collections
of studies, academic publications as well as for drafting preliminary stud-
ies and methodological resources, paving the road for performance as-
sessments in certain fields of public service, and thus will be integrated in
the curriculum of the public service analyst programme.

The SAO also strengthened its cooperation with Corvinus University of
Budapest in 2016. The long-term objective of the two institutions is to
train corporate managers, who are able to perform the integrity-based
management tasks of companies, and ensure transparent and accounta-
ble operation for the state, economic players and the whole of society.

1.5. Transparent organisations

The purpose of the SAO’s auditing of the execution of the budget (final accounts) is to
support the National Assembly in its decision-making related to the adoptability of the
draft bill on the final accounts, and to strengthen the concepts of transparency and ac-
countability in public finance management. The publication of data specified in legal
regulations is essential for the transparency of the utilisation of public funds. The State
Audit Office of Hungary pays particular attention to monitoring the fulfilment of the
disclosure obligation serving as one of the key guarantees for the transparency of pub-
lic finances. Furthermore, the State Audit Office of Hungary, as a model organisation,
strives to ensure that its operation is transparent to the general public, and its activities
are compliant with the international professional requirements. This objective is served
by the self-tests performed by the organisation and the peer reviews conducted by inter-
national partner institutions, in addition to the organisation’s active communication ac-

tivity.
The SAO report containing the Final accounts audit
findings of the final accounts audit ) i . . .

is available by clicking on the The State Audit Office of Hungary carried out the audit of the execution
hishliehted disclose serial of the central budget in 2016 as well, thus fulfilling its statutory obliga-

number or can be downloaded i ) ) ) )
from the SAO website 16163 tions. During the audit of the final accounts in 2015, the SAO used an au-
(www.asz hu). dit model developed in compliance with a methodology renewed in 2015,

The summary prepared for the capa.ble.o1c covering the ﬂnancigl manggement of the whole system of
e e e e public finances. The SAO’s audit contributed to the National Assembly
findings) is avallable at the fink || 16163-0 making a well-substantiated decision on the adoption of the Act on Final

: Accounts. According to the finding of the SAO’s audit, the bill on the final
accounts provided truthful financial data and information in relation to
the execution of the budget.
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The SAO’s proposal

Subject matters brought up for
consideration: review of the legal
regulations applicable to publications,
strengthening of the management and
quality-centredness of the institutions and

economic operators.

What is self-assessment?

Self-assessment is a method of analysing
the efficiency of the operation of an
institution. In the context of the exercise,
the institution performs self-assessment
based on a pre-defined methodology,
usually relying on its own internal
resources. The ideal organisation regularly
performs self-assessment, monitoring its
activities and the feasibility of its objectives
on a continuous basis. It strives to achieve
the best possible operation by optimising
its processes.

Fulfilment of disclosure obligations

The utilisation of public funds in Hungary is regulated by a number of
other laws in addition to the Fundamental Law for the purpose of ensur-
ing transparency. Prominent among these is Act CXIl of 2011 on Informa-
tional Self-Determination and Freedom of Information (hereinafter Pri-
vacy Act) providing for the fundamental rules serving the purpose of en-
forcing the right for accessing and disseminating public data and data of
public interest. The publication of data set out by law supports the trans-
parent utilisation of public funds. The utilisation of transparent financial
management is a two-way process: for the public it allows the controlling
and possibly the recognition of good operation, whereas in terms of the
organisation it represents an incentive for good performance. The SAO
pays attention to the enforcement of the legislative guarantees of trans-
parency and to monitoring the audited entities’ compliance with the dis-
closure obligation.

Of the 260 reports published in 2016, in 207 cases the audits were fo-
cused, among others, on the disclosure obligation. Compliance with dis-
closure obligations is illustrated by the figure below.

Figure 28

FULFILMENT OF THE DISCLOSURE
OBLIGATION EXPRESSED IN
% OF THE REPORTS IN 2016

fulfilled m unfulfilled

W partly fulfilled

Full compliance with the disclosure obligation was established in the case
of 38% of the audit reports drawn up in 2016. 50% of the audit reports
concluded that the audited entities” disclosure obligation was only par-
tially fulfilled based on the fact that the affected audited entities com-
plied with only some of their disclosure duties. 12% of the reports incor-
porated findings, according to which the disclosure obligation was not
met.

Town museums with county rights and business associations in majority
local government ownership represented the largest group of audited
entities that had failed to meet their disclosure obligation.

The high number of audited entities failing to meet or only partially meet-
ing their disclosure obligation provides evidence for the fact that there is
still room for improving the transparency of public funds and enhancing
general confidence in the public sector.

The SAQ’s self-assessments and peer reviews

With a view to enhancing its quality-driven operation, the SAO decided to
evaluate in the context of self-assessments and so-called peer reviews
the effectiveness of the institutions’ operation, the innovations and
methodologies introduced from 2010 and the achievements so far. After
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What is peer review?

A performance assessment framework,
which can be conducted by the SAl’s (state
audit offices) of different nations in ac-
cordance with the recommendations of
the International Organisation of Supreme
Audit Institutions, INTOSAI. Its purpose is
to provide a comprehensive and compara-
tive analysis on the effectiveness of the
SAl's work in respect of a designated area,
topic or method.

the SAO’s information technology self-assessment in 2014, the self-
assessment of the IT audit was conducted under the professional surveil-
lance of the Swiss and Turkish supreme audit institutions in 2015, based
on EUROSAI methodology. The comprehensive assessment of the institu-
tion’s communication activities took place between 2014 and 2016. First-
ly, the State Audit Office of Hungary evaluated the utilisation effective-
ness of its own institutional communication based on international
methodology. As a second step, experts of the Polish and Lithuanian SAls
performed a peer review of the SAO on the basis of international provi-
sions applicable to the transparent operation and accountability of su-
preme audit institutions. The project deliverables were achieved success-
fully. An objective, well-balanced and highly usable review report was
prepared providing a comprehensive view on the effectiveness and effi-
ciency of institutional communication. Upon the conclusion of the pro-
ject, the State Audit Office of Hungary developed and approved an action
plan which lays the foundation for the subsequent directions of develop-
ing its institutional communication.

1.6. Financial awareness

The State Audit Office of Hungary has been a strong promoter of inter-institutional co-
operations established for the enhancement of financial awareness and of researches
focusing on financial literacy for years. It has been given a prominent place on the
SAO’s social responsibility agenda for the past years, and this aspiration was also un-
derpinned by Resolution No. 41/2014 (XI. 13.) of the National Assembly by recognising
and supporting the role of the SAO in enhancing financial literacy. The purpose of the
SAQ’s activity in this field is to mitigate the risks posed to the national economy and
macroeconomy by insufficient financial awareness and unfounded financial decisions
made by members of the public, and to enhance the financial awareness of Hungarian

families.

More information can be
found on financial trainings
by clicking on the
highlighted term “Training”

on the SAO’s news portal, .
while all the news articles on Trainin
financial awareness can be Financial
acces”se.d by F|ICkIng on thei awareness
term “Financial Awareness -

Financial literacy

In April 2016, the SAO published its research report focusing on financial
literacy development programmes to be provided outside of domestic
formal education. The purpose of the survey was to support the devel-
opment of a national strategy and infrastructure fostering financial litera-
cy by exploring the characteristics and deficiencies of the existing training
systems and programmes, identifying the reasons for the poor efficiency
of the trainings, observed on the basis of previous surveys, and to help
determine the relevant needs.

The results indicate that the organisers of financial literacy trainings most
often tend to concentrate on students involved in public education.

Most of the training programmes fail to measure their own effectiveness.
The majority of the training curricula and training materials are not avail-
able, or are publicly not accessible. In light of the experiences gained
from the research, the factors ensuring proper quality and effectiveness
should be strengthened with a view to promoting the responsible and
well-founded management of public funds.

In 2016, the SAO organised, in conjunction with Econventio Roundtable
Nonprofit Association, a 30-hour training course on “Responsible Finan-
cial Management — the Basics of Economy, Finance and Public Financing”
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for adults. E-learning activities were launched and the operation of an
“Online Study Hall” was started within the framework of the cooperation.

1.7. Audits in support of the well-managed state

The SAO’s audits related to certain topics represent increased contributions to the iden-
tification of and awareness-raising pertinent to the problems, risks or good practices of
a certain public sector functional area or subsector. The audit results and recommenda-
tions can be used for the more effective and efficient management of the given area.

The SAO report containing the Public debt management

findings of the audit is accessible by

clicking on the highlighted disclosure The SAO pays particular attention to auditing activities and organisations

serial number, or can be downloaded having a direct influence on the enforcement of the public debt-rule stip-

| from the SAQ website (www.asz.hu). || 16104 ulated in the Fundamental Law. The SAO considered it justified to con-

duct audits in the field of public debt management due to the changes in

The SAO report containing the economic policy in recent years having a significant impact on the issues

f'n:;?fsssfgltehsyfg:ilmg%iiﬁ: ' of debt management. Accordingly, it audited the effectiveness of general

highlighted disclosure serial number, debt management both in 2012 and in 2016. The purpose of the 2016

. Svig;\fén(l\?ﬁ;dalomhe 91| 16105 audit was to evaluate the soundness and effective implementation of the
debt management strategy.

Considering that the SAO set itself the objective of improving the utilisa-

The summaries prepared for the tion of the work performed by the supreme audit institution, the follow-

E;Zsi;g(i)lsiz gﬁgﬁj,g'e”itt?,fgﬂﬁ'k’; up audit of the 2012 audit was conducted in parallel with the above men-

marked with letter “0”. LEl0eE tioned audit process. Both the basic audit and the follow-up audit pro-

16105-0

cesses highlighted the importance of public debt management, and
pointed out the risks inherent thereto. The audit findings were comple-
The study is accessible by clicking on mented with an analysis describing the process and results of public debt
;Ti:ﬁt‘g%’:jﬂl';‘;g!ffﬂg;”tﬁ:‘gf\g management between 2012 and 2015 and making a general international
website (www.asz.hu)). T/413 comparison.
‘ Both the audits and the analysis clearly showed that effective debt man-
agement requires the identification of a set of criteria for performance
measurement, the determination of clear and measurable objectives, i.e.

indicators, and of the associated requirements.

Tourism development

Tourism is a special branch of economy which simultaneously helps
achieve several goals of economic strategy — first of all the improvement
of the balance of payments, job creation, regional development as well as
the utilisation and preservation of the natural and cultural heritage. The
SAO audited the measures taken for tourism development from the as-

The SAQ report containing the pect of effectiveness, within the framework of a performance audit, with
findings of the audit is accessible . .
by clicking on the highlighted regard to the period between January 2013 and August 2015. The aim of
disclosure serial number, or can this audit was to evaluate whether the measures taken for the develop-
be downloaded from the SAO . . . . .
website (www.asz.hu). 16006 ment of tourism contributed to the accomplishment of the objectives set.
The auditing of tourism development measures was conducted in the

context of an international cooperation, in conjunction with the SAls of
Croatia and Macedonia, based on common audit criteria.

The effect of the tourism development measures on the implementation
| of strategic goals could not be established, because the conditions for

The summary prepared for the monitoring the achievement of such goals were only partially provided.

press (also containing the main We made recommendations to the Minister for National Economy based
fodiges) :;:‘;f;'j?g,,a“he““k on the audit findings with a view to establishing the measures necessary
' 16006-0
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for the accomplishment of the strategic objectives of the national tour-
ism and health tourism sectors for the period between 2014 and 2020, to
specifying measurable goals and performance indicators and to perform-
ing the relevant measurements. We made recommendations to the
chairman of Lake Balaton Development Council for the monitoring of the
objectives set forth in the Lake Balaton Regional Development Strategy.
In response to the recommendations, the audited organisations prepared
action plans, which were acknowledged by the SAO.

After the audit, the Government implemented measures with a view to
transforming the public system of duties and institutions related to tour-
ism. The tourism-related tasks were transferred to the Minister of Na-
tional Development. The Hungarian Tourism Agency was established for
the purpose of performing responsibilities related to a uniform public
tourism sector, event coordination, tourism product development and
hospitality, and a Government Commissioner was appointed for coordi-
nating the organisation’s activities and of the public tourism-related du-
ties. A National Tourism Advisory Board was established with a view to
acting as a body making proposals, reviews and providing advisory ser-
vices to the Government. The public duties related to the development of
tourism regions are specified by law as of 30 December 2016.

Utilisation of competitive knowledge

The SAO report containing the The SAO conducted its audit entitled “Joint Audits for the Better Utilisa-
fli_nsjngs oftthhe;uﬁ:_t irs]tacdczs-sill)le by tion of Competitive Knowledge — Good Practices in Graduate Career
sce';a'|nngu?:be: olgca'ngbeedov'fnﬁ;’jggi Tracking” within the framework of a cooperation between the SAls of the
from the SAO website (www.asz.hu). || 16154 European Union. The SAO audited the development and functioning of

the Hungarian graduate career tracking system in terms of the period be-

The summary prepared for the press tween 1 January 2011 and 31 October 2015, with a view to identifying
(also containing the main findings) is i i i _
T e e e 15})54- fthe factdors sutpportmg the effective operation of the system and explor

o ing good practices.

Parallel to the SAQ’s audit, the SAls of Bulgaria and Romania conducted

audits in similar topics, and an international study will be drawn up on

I:e ;Fugl\’ if]tai;esski)ﬁ{'e 'tO_V C“Ckinion their shared experiences. In the context of a cooperation agreement be-

e ni 1 e ublication number, . . .

orcangbe%ownlzaded from the SAC || /.- tween the SAls of the three countries (Romania, Bulgaria and Hungary),
website (www.asz.hu)). the SAO prepared an analysis complementing the audit, describing in de-
A additional SAG . tail the functioning of the graduate career tracking system in Hungary, by
ny adaitiona reports on e . . . . . .
tﬁle focus areas ofthlz well- specifically highlighting good career tracking practices. The analysis was
malr_‘af_ed Stattiart?tf"aif'ab'ehby published by the SAO in March 2017.
clicking on the titlie or eacC
reporgt under the Section Significantly more data were collected and systematised through the
fef;i’;ie:uir:g;‘::r‘gc';'r‘]ggzed Ay I means used by the analysis than were eventually included in the SAO re-
downloaded from the SAQ 54‘:;?:" 1 port drawn up on the relevant audit. Consequently, on the one hand the
U T A analysis confirmed, and on the other hand it refined and usefully supple-

mented the audit findings.
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2. Auditing the auditors

The inter-related “lines of defence” employed by the different monitoring bodies and organ-
isations functioning in the Hungarian public law system are intended to ensure the auditing
of the utilisation of public funds and public assets. The first line of defence is composed of
the internal control system of the various institutions, in particular the internal audit,
whereas the second line of defence is represented by the supervision and monitoring tasks
related to the government and local governments, and the third line of defence is ensured by
independent external auditing, such as the auditing tasks performed by the State Audit Of-
fice of Hungary.

The SAO, as the supreme financial and economic audit institution of the National Assembly,
is authorised to audit the financial management and functioning of other prominent public
administration, governmental or supervisory bodies. The results of the SAO’s work, acting
as auditor of the auditors, may be demonstrated exponentially, as with the increasingly reg-
ular, effective and transparent activities of the auditing bodies, the outcomes of SAO audits
may be indirectly utilised in the operation of the organisations audited by the auditing bod-
ies.

In 2016, in the context of auditing the auditors, the SAO carried out the audits of some of
the organisations constituting the second line of defence, such as the Hungarian State
Treasury, the National Tax and Customs Administration and the National Bank of Hungary,
as well as auditing activities representing the market sector of the third line of defence.

2.1, Audit of the Hungarian State Treasury

The operation, task performance, transparent financial management of the Hungarian
State Treasury (Treasury) within the framework of the execution of the central budget is
of crucial importance concerning the reliability of data reported on public finances, and
it is directly or indirectly related to all public sector players, and its operation affects
the lives of almost all Hungarian citizens. To this effect, the State Audit Office of Hun-
gary regularly audits the operation and financial management of the Treasury, as well
as the performance of some of its specific tasks. The SAO performs work on the premis-
es of the Treasury every year when auditing the final accounts prepared in relation to
the execution of the central budget. In 2016, the audit of the Treasury covered the regu-
larity of the public administration activity and of the development of the centralised
payroll calculation system, and the audit pertinent to the financial management of the
Treasury, as central budgetary organisation, was started.

N Findings and conclusions
The SAO report containing the

findings of the audit of the The Treasury has failed to establish an appropriate control environment
Treasury is accessible by clicking . . . . . .
b i T for the performance of public administration duties, including the proce-
number, or can be downloaded dures related to family allowances, disability allowances, registration sys-
from the SAO website 16043 .
e T gt tems, as well as redress procedures, as a consequence of which the en-

forceability of accountability and responsibility posed increased risk, and
no appropriate accountability was ensured. In the case of benefits for
The summary prepared for the large families, the local government subsystem, non-budgetary human

press (also containing the main service providers, state housing subsidies and campaign financing, the re-
findings) is available at the link
marked “0”.

16043-0
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lated tasks were performed in compliance with the statutory require-
ments.

In terms of the centralised payroll calculation task, apart from the com-
- pliance of the settlements with the statutory requirements, the con-
: sistency among the fundamental documents pertinent to task perfor-
mance (internal regulations and job descriptions) was not ensured. As a
consequence, responsibility and accountability were not enforced. The
measures implemented for the purpose of reducing integrity and corrup-
tion risks were not compliant with the statutory requirements. The
Treasury’s classification of its IT systems was incomplete and was not
compliant with the statutory requirements, and furthermore, the specifi-
cation of its IT security level also failed to follow the statutory require-
ments, contrary to the provisions set forth in Act L of 2013, therefore, the
confidentiality, integrity and availability of data managed by such IT sys-
tems was not ensured, and in addition the closed-loop, complete, contin-
uous and risk proportionate protection of such IT systems was also not
implemented.

Recommendations

The SAO gave recommendations to the President of the Treasury, and to
the General Director of the Central Administration of National Pension In-
surance taking over the duties of the Treasury as legal successor, as well
as to the heads of the Budapest and county-level government offices for
addressing the irregularities explored in the regulation of their adminis-
trative activities and in the field of tasks performance, and with a view to
ensuring that the Treasury’s electronic information technology systems
are compliant with information security requirements.

2.2, Audit of the National Tax and Customs Administration (NAV)

It is incorporated among the statutory duties of the State Audit Office of Hungary to au-
dit the taxation and other revenue collection activities of the state tax authority. In the
past 10 years, 25 audits conducted by the SAO affected the state tax authority to some
extent. The SAO performs the auditing of the National Tax and Customs Administration
(NAV) according to a systematic plan. During the course of these audits, in previous
years it examined the performance of the tasks related to the collection of tax arrears,
the controlling of the application of tax exemptions, and in 2016 the accomplishment of
tasks pertinent to personal income taxes and to the elimination of double taxation. In
the context of the annual final accounts, each year the SAO audited and audits the col-
lection of taxes and contributions by NAV, as such items represent an essential part of
central budget revenues. In 2016, the SAO launched the audit of the IT systems support-
ing the performance of NAV's tasks with a view to ensuring the availability of a legally
compliant IT support at the service of the lawful and effective collection of budget reve-
nues. NAV, as special data controller of records being part of the national data assets,
is involved in the audit process of the domestic framework of data protection and vari-
ous priority data registries as an audited entity.

The revenue side of the central budget mostly incorporates taxes and
contributions paid, therefore, the application of regulated tax collection
procedures, and the effectiveness of the practical implementation there-
of are of key importance from the aspects of maintaining the stability of
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The SAO report containing the
findings of the audit on tax
collection procedures is accessible
by clicking on the highlighted
disclosure serial number, or can
be downloaded from the SAO

website (www.asz.hu). 16037
The summary prepared for the
press (also containing the main
findings) is available at the link
marked “O”.
16037-0

the central budget and of continuously reducing the volume of public
debt.

Figure 29

NUMBER OF SAO AUDITS AT THE STATE TAX
AUTHORITY PERFORMED IN THE PAST 10
YEARS AND IN PROGRESS IN 2017 (PCS)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Findings and conclusions

In the context of the regularity audit of the task performance related to
certain tax collection activities, the SAO found that the NAV’s personal in-
come tax-related activities were regulated and regular in the period be-
tween 2010 and 2014. The formulation of the audit trail constituting a
part of the uniform internal control system that covers all operational
processes of the organisation was completed, as a utilisation of the pre-
vious SAO audit, by November 2014. The audit found deficiencies in task
performance related to the avoidance of the double taxation of private
individuals. The deficiencies found by the audit imply a risk to the fulfil-
ment of tax liabilities affecting foreign agreements, in particular, those
pertaining to the avoidance of double taxation. The NAV’s audit proce-
dures conducted among taxpayers in relation to withholding tax on inter-
est payments only partly complied with legal regulations in that the au-
dits did not cover the IT systems generating the data. The report formu-
lated a number of recommendations for the elimination of the deficien-
cies as they may jeopardise the effectiveness of tax collection.

In relation to the personal income tax levied on interest income, the SAO
also audited a number of (partly) state-owned payer organisations within
the NAV’s scope of control. It concluded that although the audited payers
installed and operated information systems suitable for recognising with-
holding tax on interest between 2010 and 2014, contrary to legislative
requirements, they failed to introduce safeguards commensurate with
risks to protect the integrity, completeness and reliability of the IT sys-
tems adequately. Although the calculation, deduction, reporting and
payment of personal income taxes on interest incomes were regular at
financial service providers, due to the security deficiencies of the infor-
mation systems, there was a risk of data mismanagement.

Recommendations

The SAO formulated recommendations for the consideration of the NAV’s
President with regard to auditing double taxation activities as well as the
reporting and payment of the withholding tax on interest. Recommenda-
tions addressed to the audited financial service providers (payers) — i.e.
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to the Chairmen—CEOs of Magyar Kilkereskedelmi Bank Zrt. (Hungarian
Foreign Trade Bank Ltd.) and Magyar Posta Eletbiztosité Zrt. (Hungarian
Post Life Insurance Ltd.) and to the CEO of Magyar Posta Befektetési Zrt.
(Hungarian Post Investment Ltd.) — concerned the comprehensive opera-
tion of IT control systems. In response to the recommendations, the ex-
ecutive officers of the audited organisations prepared action plans, which
were acknowledged by the SAO.

2.3. Audit of the National Bank of Hungary (MNB)

Pursuant to its legal mandate, the SAO performs the regulatory audit of the financial
management of the National Bank of Hungary (MNB), as well as the activities outside
of the scope of the MNB's basic tasks. It was in 2015 that the SAO audited the MNB’s
activity aimed at the supervision, control and regulation of the financial intermediary
system for first time. However, in consideration of the MNB’s changed duties, the SAO
audit conducted in 2016 also included the evaluation of the task performed by the MNB
as a resolution authority. The SAO conducted a follow-up audit to evaluate the execu-
tion of the pressing tasks prescribed by the action plan developed in response to the
recommendations concluding the audit, enforcing the principle of “no audits without

’

consequences .
The SAO report containing the Findings
SR AR AT XGRS The audit conducted by the SAO in 2016 found that the MNB's organisa-
available by clicking on the ) ] o -
highlighted disclosure serial tional structure and its management and decision-making systems com-
number or can be downloaded ; f ; B : .
e s . plied with legal regulations. Until May 2014, the operation of the Su!oerw
(www.asz.hu). = sory Board was regulated and regular. The MNB ensured the operating
conditions of the Financial Arbitration Board in accordance with legal
The SAO report containing the .. The fi ial fth ided bv th
findings of the follow-up audit of provisions. The financial management of the support provided oy the
the MNB is available by clicking on MNB was regular. The MNB's actions aimed at the regulation of the pub-
the highlighted disclosure serial . .. . . . , ..
number or can be downloaded lic electronic information system in relation to the MNB's supervision,
from the SAO website 16117 control and regulation of the financial intermediary system were regular.
(www.asz.hu). -
The MNB'’s actions during its control procedures and during the licensing
, and control procedures related to the supervision of investment firms
The summaries prepared for the . . . . . .
press (also containing the main complied with regulations. With respect to the licensing and other pro-
findings) is available at the links res rel he MNB’ rvisorv rol h it foun rrors in
B 16116-0 cedu. esre gted to the s supervisory ge,t e gudt ou de ors
16117-0 administrative procedures and in the handling of missing information re-

2.4.

quests.

Recommendations

The SAO formulated recommendations for the consideration of the
MNB’s Governor on compliance with the content requirements of the in-
spection reports produced in relation to control procedures and, with re-
gard to its basic and other tasks, on the preparation of a separate annual
plan for the MNB's investments.

Audit of the Chamber of Hungarian Auditors (MKVK)

In Hungary, public funds are protected by an inter-related, harmonised control system.
Representing the market part of the third line of defence, independent audits play a key
role in ensuring the transparency of financial management; indeed, the auditor’s ap-
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proving opinion guarantees that the report provides an objective, true and fair view of
the economic and financial situation of the subject. In every society, audits have a piv-
otal role in establishing, protecting and, as the case may be, restoring general and mar-
ket confidence and credibility. As a result, the financial management of a public body
comprising auditors serves as a measure for all economic organisations. The Chamber
performs the quality assurance of auditors’ assignments, sets the ethical rules applica-
ble to auditors and safeguards compliance with the rules. The SAO edited the financial
management of the Chamber of Hungarian Auditors for the period of 2012-2014.

The SAO report containing the
findings of the audit of MKVK is
available by clicking on the
highlighted disclosure serial

number or can be downloaded
from the SAO website 16164

(www.asz.hu).

The summary prepared for the

press (also containing the main
findings) is avallailatle"at the link 16164-0
marked “O”. -_—

The SAO’s proposal

It might be necessary to strengthen the
quality assurance and sanctioning of the
work performed by audit institutions at least
where the activity of organisations affected
by public finances is validated by market
participants.

Conclusions

The financial management of the Chamber of Hungarian Auditors (MKVK)
was neither regular nor exemplary. The President of the Chamber of
Hungarian Auditors did not ensure comprehensive personal data protec-
tion. The President of the Chamber did not fully comply with his obliga-
tion to disclose data of public interest; therefore, the transparency of the
Chamber was not ensured. The Chamber’s use and accounting of funding
from the central budget was regular.

Recommendations

In order to rectify the deficiencies, based on audit findings the SAO for-
mulated recommendations with obligations to take action, six of which
were addressed to the President, and another nine to the Secretary Gen-
eral of the Chamber of Hungarian Auditors. In response to the recom-
mendations, action plans have been prepared, which were acknowledged
by the SAO.

Notifications to the Chamber of Hungarian Auditors

In 2016, the SAO notified the Chamber of Hungarian Auditors with re-
spect to professional deficiencies uncovered by its audits on 61 occa-
sions, instructing the Chamber to investigate the detected irregularities
and implement the necessary measures. As a result of the notifications,
disciplinary action was initiated in 10 cases, but in 36 cases the discipli-
nary agent did not deem the initiation of the disciplinary action warrant-
ed. The SAO is yet to be notified of the assessment of the rest of the noti-
fications.

Figure 30

MKVK NOTIFICATIONS IN 2016 IN
LIGHT OF AUDITS (NUMBER, %)

Auditing of state-owned companies
B Audit of companies majority-owned by local governments
B Other audits
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3. Audits and analyses related to the systems of public finance

3.1.

Audit of state property

The SAO report containing the
findings of the audit is

The SAO audits the activities relating to the exercise of proprietary rights over state
property on an annual basis and based on the experiences of the audits, it formulates
findings and recommendations for the consideration of the exercisers of proprietary
rights. In order to facilitate the rectification of the deficiencies and irregularities de-
tected by the audits, in 2016 the SAO inspected the execution of the action plans under-
taken by the audited entities in the context of independent follow-up audits.

The SAO continued to audit the asset preservation and financial management activities
of state-owned (or partly state-owned) business associations. The audits of the compa-
nies selected on the basis of risk assessment reconfirmed, overall, the existence of high-
er-than-average risks. At one third of the audited entities, the audit detected such irreg-
ularities that warranted both the SAO’s recommendation for the investigation of liabil-
ity and the notification of external bodies. With its audits of systems performing public
tasks outside of the sphere of public finances, the SAO contributes to facilitating the
transparent and orderly use of public funds even by organisations operating outside of
public finances.

Audit on the exercise of proprietary rights over state property

In 2016, the SAO assessed the execution of the tasks specified in the re-
spective action plans of the National Healthcare Centre (AEEK), the Minis-
try of Rural Development (FM), the Hungarian State Holding Company
(MNV Zrt.), the National Land Fund Management Organisation (NFA) and

accessible by clicking on the the Ministry of National Development (NFM), as audited entities.
highlighted disclosure serial Through the measures implemented, the audited entities contributed to

number, or can be downloaded
from the SAO website 16126
(www.asz.hu).

establishing the conditions for the regular financial management of state
property, enforcing transparency and facilitating the transparency of le-

gal relationships.
Failure to execute the action plans or partial execution continue to pose
risks to the reliability of property records and to the regular and trans-

The summary prepared for the

press (also containing the main

findings) is available at the link
marked “O”.

16126-0

parent management of assets

Audit of the asset preservation and financial management activities of state-
owned (or partly state-owned) business associations

In 2015, the SAO audited 22 forestry companies and conducted parallel
thematic audits at six state-owned (or partly state-owned) business asso-
ciations outside of public finances, classified into the government sector.

The audit of additional state-owned (or partly state-owned) companies
was based on a risk assessment that also utilised the results of a review
of the integrity status of the companies concerned and their classification
into the government sector. In 2016, the SAO published 25 reports in the
framework of thematic audits.
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What are thematic audits?

Conducted on the basis of longer-term,
uniform audit programmes that allow for
comparability and holistic evaluation,
thematic audits are designed to cover the
most important areas of the operations
of a large number of business associa-
tions performing identical or similar tasks
on a specific area, such as local govern-
ments, higher education institutions,
hospitals or companies majority-owned
by local governments or by the state.

The SAO reports on the audits
of state-owned business
associations are available by
clicking on the titles of the
reports under the Section
referenced in the highlighted

Annex number or can be Annex Il
downloaded from the SAO Section 3

website (www.asz.hu).

Conclusions

The audits of the companies selected on the basis of risk assessment re-
confirmed, overall, the existence of higher-than-average risks. Regular fi-
nancial management and operation and reliable data supply are among
the key requirements for state-owned business associations included in
the financial statements of the government sector. Indeed, their perfor-
mance in financial management may have an impact on the consolidated
debt ratio of public finances and on public deficit. According to our find-
ings, the companies were not involved in transactions that generated
debt or the debt thus generated was immaterial; their financial result,
therefore, did not have a material impact on public deficit and the mac-
roeconomic risk associated with them is low. The audited entities also
play an important role in the protection and safeguarding of national
wealth. Based on our audit experiences, there is a need to improve the
protection of national wealth, to strengthen ownership control for the
responsible financial management of national assets, to set clear re-
quirements for the executive officers (management) of the companies
and to monitor and evaluate execution. In order to improve transparen-
cy, besides publishing the financial statements approved by the owner,
the publicity of all additional data prescribed by legislation should be en-
sured on a continuous basis. From our audits, we may conclude that the
control system aimed at the companies needs improvement, while the
approach to and practice of economies of scale and the organisation of
companies with streamlined profiles should be broadened.

The SAO supports good governance through its findings and conclusions,
i.e. by exploring risks to the regularity of financial management and oper-
ation, by enforcing accountability with respect to the management of na-
tional wealth, by controlling transparency requirements, by promoting
the integrity approach and by providing information that facilitate high-
quality legislative work. In order to reduce “grey areas” —i.e. the number
of previously unaudited organisations and companies outside of the
sphere of public finances —, the SAO continues to conduct thematic au-
dits among state-owned companies.

Recommendations

In 24 reports, the SAO issued a total of 175 recommendations addressed,
for the most part, to the executive officers of the business associations.
One in five reports contained a regularity recommendation for each of
the following areas: internal control system, accounting system, asset
management and transparency. At one third of the audited entities, the
SAQ’s recommendation for the investigation of liability was combined
with the notification of external bodies. In response to the recommenda-
tions, the executive officers of most of the audited entities prepared ac-
tion plans with the required content; in some cases, however, the prepa-
ration and approval of the action plans is still in progress.

Follow-up audit of water utility companies

Among the audits of state-owned or partly state-owned business associa-
tions, the SAO conducted follow-up audits at five water utility companies
in 2016 (DMRV Zrt., DRV Zrt., TRV Zrt., ERV Zrt. and EDV Zrt.). The follow-
up audits on the value preservation and accumulation of the assets of the
water utility companies audited in 2014 were intended to assess whether
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the audited entities had executed the tasks specified in their respective
action plans prepared in accordance with the SAO reports’ recommenda-
tions and findings with obligations to take action.

Conclusions

The timely completion of some of the relevant tasks enabled the water
utility companies to reduce the risks associated with their operations. In-

a0 ) complete or delayed execution or the lack thereof, however, demon-
The SAO reports on the water o . . . .
utility Comp‘;niesare available strates that the elimination of the irregularities detected by the audits
by clicking on the titles of the were not given due priority, which poses a risk to the regulation of the
reports under the Section .. - . . . .
referenced in the highlighted activity of water utility companies, the regularity of their operation and
d/gnw"n%:;emd*}f;;r&aensieo Annex Il responsible managerial conduct. By exploring such risks, the follow-up
website (www.asz.hu). Section 3 audit system of the SAO enhances discipline and confirms that the re-
sponsibility for the regular use of public funds cannot be evaded.

Warning letters

In relation to the follow-up audits, the SAO sent warning letters to the
CEO of MNV Zrt. and to the CEOs of the five water utility companies, ad-
vising them to implement the necessary measures to ensure the regulari-
ty of task performance and to eliminate the risks to responsible manage-
rial conduct, regulation, operation and asset management.

3.2. Audit of the central sector

The budgetary institutions of the central subsystem of public finances exert a significant
impact on the maintenance of the budget balance and on the quality of the management
of public property. While performing their public duties, they also affect the popula-
tion’s quality of life as well as the exercise of their rights and obligations. Therefore,
eliminating the deficiencies detected by the audits in their financial and property man-
agement is essential to ensuring that the use of public funds is integrity based, transpar-
ent and accountable.

The SAO audits conducted in the central sector in 2016 are shown on
Figure 31. The audits of the National Tax and Customs Administration
(NAV), the Hungarian State Treasury (MAK) and other priority areas of
the central sector are presented under the focus areas of “Auditing the

auditors”, “Audit of state property” and “Supporting the concept of the
Figure 31 well-managed state”.

Water
management
directorates

Hospitals Higher

™ - education
= \nstitutions
*) .

v le) Institutions

P—

Utilisation of
aids provided

of the central subsystem

— 4 from the central
<) . \subsystem
Authorities,

agencies and
other institutions

59



SAO professional activities in 2016

The regular operation of the financial and property management of insti-
tutions using public funds is a major element in the management of pub-
lic funds and public property; therefore, the SAO audits the financial and
property management and task performance of the institutions of the
central subsystem.

In 2016, 26 reports were prepared on the financial and property man-
agement of the institutions of the central subsystem. In addition to hospi-
tals and water management directorates, the SAO audited the financial
and property management of various authorities, agencies and other in-
stitutions:

—® Hungarian Intellectual Property Office (SZTNH),
—® National Office for Rehabilitation and Social Affairs (NRSZH),
—® Hungarian Central Statistical Office (KSH),

—® Training, Health and Cultural Institute of the National Tax and Cus-
toms Administration (NAV KEKI),

—® National Transport Authority (NKH),

—® Constitutional Court,

—®@ Vijktor Special Home (VSO),

—® Zala County Socio-therapy Institution (ZMSZI),

—® Szabolcs-Szatmar-Bereg County Child Protection Centre Tiszadob
(SZMGYK),

—® Dr. Pirdth Endre Social Services (PESZK).

The SAO also conducted follow-up audits at the institutions of the central
subsystem: in 2016, follow-up audits were conducted at four higher edu-
cation institutions, at the Hungarian Authority for Consumer Protection
(NFH) and on the utilisation of the funds provided for the operation of
hospital care. We also audited two non-governmental human service
providers and public bodies with respect to the use of aids provided from
the central subsystem outside of public finances.

The audit of the financial and property management of the institutions of
the central subsystem was intended to assess the legal compliance of the
task performance of the audited entities’ managing bodies, the regularity
of the setup and operation of the internal control system, the existence
of a criteria system for the regular, effective, efficient and economic fi-

The SAO reports on the
institutions of the central

subsystem are available by nancial management of resources, the regularity of reporting and data
clicking on the names of the . K . . . .
institutions under the Section supply obligations, the regularity of the reorganisation or restructuring of
referenced in the highlighted the institutions, the existence of integrity controls for the management of
dﬁ::n%:;;f;f;;rtfensieo sA::t—i‘m corruption risks and the enforcement of the integrity approach.
| website (www.asz.hu). The SAO has supplemented the basic audit of the central subsystem with

a performance audit module. The performance audit was intended to as-
sess whether the criteria of effectiveness, efficiency and economy had
been established and adhered to in the process of financial management,
and whether the enforcement of the effectiveness, efficiency and econ-
omy criteria was correctly stated in the management declaration issued
on the quality of the internal control system of the budgetary institutions.
The scope of the performance audit was strictly limited to financial man-
agement tasks with no intention to evaluate professional task perfor-
mance.
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Figure 32

AUDITS OF THE CENTRAL SECTOR IN
2016

Follow-up audit ® Audit on financial and property management M Other audit

HOSPITALS

WATER MANAGEMENT
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CENTRAL SUBSYSTEM
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Institutional audits of key priority — Hungarian Central Statistical Office

The reliable and appropriate functioning of the Hungarian Central Statis-

The SAO report containing the findings tical Office (HCSO) has a fundamental role in enabling the government,

of the audit on the HCSO’s financial and and more extensively, the economic and societal players to make their
property management is available by . . . ) N . . )
clicking on the highlighted disclosure respective decisions based on veritable and credible information, which is
serial number or can be downloaded .. f d Th SAO | d h .
from the SAO website (www.asz.hu). 16065 a pre-requisite of good governance. The evaluated the operation

and task performance of the HCSO in the context of both thematic and
ad-hoc audits.
In 2016, the SAO conducted a comprehensive audit spanning several

The SAO report containing the findings

of the audit of the IT system and the years in relation to the HCSQ’s financial and property management as
statistical service is available by clicking . . ) )
| on the highlighted disclosure serial part of the thematic audit of the financial and property management of
. number or can be downloaded from . . .
the SAO website (www.aszhu). 17017 the institutions of the central subsystem.
The HCSO was audited in the framework of the audit conducted on in-
formation system of public finances and the operation of the official sta-
tistical service in its capacity as the body of the official statistical service
participating in the National Statistical Data Collection Programme. The
The summaries prepared for the SAO published the report on the audit conducted in 2016 on 5 January
press (also containing the main
findings) is available at the links 16065-0 2017.
marked with letter “0”. = The HCSO is affected every year by the audit of the final accounts on the
| 17017:0 execution of the budget. As part of the final accounts audits, we evaluate

the reliability of the performance data on centrally managed expenditure
and revenue appropriations, and the regularity of the fulfilment of ap-
propriations, the adjustment of appropriations, the calculation of the
budget residue and the compilation of the reports.

Audit of hospitals

In 2016, the SAO published reports on ten hospitals in the context of au-
diting the financial and property management of the central subsystem.

The institutions of the central subsystem — including hospitals — represent
The SAO reports on the . . . . . . .
hospitals are available by significant weight in the use of public funds and in the financial manage-
C"Ck'”tg on ghef,'f'eé °ft_the ment of state property. During the audits, the SAO assessed the regulari-
reports under the Section . . o
referenced in the highlighted ty of the task performance of the managing body of the audited entities,
Annex number or can be Annex I, ; ; ’
e g o eyt et R and of t.he. setup and operation of the hospitals’ internal control system
| website (www.asz.hu). - and their financial and property management.
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Figure 33

ADDRESSEES OF
RECOMMENDATIONS
WITH OBLIGATIONS TO
TAKE ACTION IN 2016

M Hospital Directors-General
W AEEK Director-General

Minister of Human Capacities

Conclusions

The control systems set up and operated by the executive officers of the
hospitals did not support the regularity, transparency and accountability
of public spending; in particular, management did not fully ensure the
prevention and detection of irregularities and failed to establish ade-
guate conditions for taking action against the corruption risks threatening
the integrity of the organisations. The institutions’ financial management
was characterised by liquidity problems; solvency was only partly ensured
and the payment of suppliers’ accounts was in part overdue. This indi-
cates that the managements of the respective hospitals undertook great-
er obligations than would have been justified by the funds available or by
the hospitals’ liquidity position. It is a fundamental requirement that hos-
pitals, as organisations managing or using public funds, enforce regularity
and transparency in their operations and financial and property man-
agement. This is all the more important because the task performance of
hospitals have a fundamental impact on citizens’ quality of life.

Recommendations

Based on the findings of the audit, in order to rectify the deficiencies the
SAO formulated a total of 233 recommendations with obligations to take
action for the 10 hospitals, targeting the elimination of the irregularities
detected in the setup and operation of the internal control system and in
the financial and property management of the hospitals. The SAO ad-
dressed ten recommendations to the Minister of Human Resources and
18 recommendations to the Director General of the National Healthcare
Centre (AEEK), aimed at the elimination of the deficiencies found in the
task performance of the managing body and the middle-management
body and the investigation of liability. The audited entities prepared ac-
tion plans in response to the recommendations in all cases.

Follow-up audit of hospitals

The SAO published a report on the utilisation of the funds provided for
the operation of hospital care in 2013, in which it evaluated the task per-
formance of 20 hospitals in the period between the first half of 2009 and
2012. The report found that financial equilibrium was not ensured at the
audited hospitals either during the whole or a part of the period under
review. The SAO issued recommendations for five hospitals due to the
lack of financial equilibrium in their operations in the year 2011. The re-
spective hospital managements prepared action plans in response.

The 2016 follow-up audit of the report on the audit of the utilisation of
the funds provided for the operation of hospital care found that the hos-
pitals did not fully execute the tasks specified in their own action plans by
the deadline, which poses a risk to the restoration and maintenance of
the financial equilibrium in the hospitals’ operation and to responsible
managerial conduct. The SAO urged the managements of the audited
hospitals to incorporate — and consistently apply — the actions taken into
their operating procedures, and called their attention to the risks arising
from the delayed or partial execution or non-execution of the tasks.

Audit of water management directorates

Water management directorates are engaged, among others, in water
supply management, protection against floods, groundwater and
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DATA DESCRIBING THE
OPERATION OF THE AUDITED
WATER MANAGEMENT

DIRECTORATES

7 million people

2,500
15

counties

settlements

6 directorates

The SAO reports on the water
management directorates are
available by clicking on the titles
of the reports under the Section
referenced in the highlighted
Annex number or can be
downloaded from the SAO

| website (www.asz.hu).

Annex I,
Section 4

droughts, and in the formulation of water management concepts. In the
context of regulatory audits inspecting the financial and property man-
agement of selected institutions of the central subsystem, the State Audit
Office of Hungary conducted audits at six regional directorates out of the
twelve water management directorates for the period of 2011-2014. The
task performance of the six water management directorates affects a to-
tal of 15 counties: more than 2,500 settlements and around 7 million
people.

Findings

The control systems established at the audited water management direc-
torates supported the transparency, accountability and verifiability of
public spending. One water management directorate did not ensure the
regularity of property management. The relevant managing bodies (as
well as the middle-management body) did not exercise their entitlements
in accordance with legal regulations.

Recommendations

In order to rectify the deficiencies, based on the audit findings the SAO
formulated recommendations for the Minister of the Interior and for the
senior executives of the water management directorates. The recom-
mendations addressed to the Minister of the Interior (6) and to the direc-
tors (69) targeted the elimination of the detected irregularities. With a
view to facilitating regular and responsible financial management, presi-
dential warning letters were issued to the director of two water man-
agement directorates. The audited entities prepared their action plans by
the deadline in response to the recommendations, and took action in re-
sponse to the warning letters. In his action plan sent to the SAQO, the Min-
ister of the Interior defined the tasks of all 12 water management direc-
torates, including the execution of inspections aimed at efficient financial
management, the compilation of inspection reports and the determina-
tion of budget residues in accordance with regulations. The action plans
were acknowledged by the SAQ.

Follow-up audit of higher education institutions

The SAO reports on the follow-
up audits of the higher
education institutions are
available by clicking on the titles
of the reports under the Section
referenced in the highlighted
Annex number or can be
downloaded from the SAO
website (www.asz.hu).

Annex I,
Section 4

In 2016, the SAO commenced the follow-up audit of higher education in-
stitutions. By 31 December 2016, the SAO completed the follow-up audit
of four reports on the audit of the financial management and operation
of four public higher education institutions, and the follow-up audit of a
number of additional higher education institutions is still in progress.

The follow-up audits pointed out the risks inherent in the regular opera-
tion of the audited entities: unexecuted or partially executed measures
signalled risks to responsible managerial conduct and to the regularity of
operation; therefore, in order to address and mitigate the risks con-
cerned, the President of the SAO sent warning letters to the executive of-
ficers of the audited entities in respect of all four higher education insti-
tutions; moreover, in one case he sent a warning letter to the Minister of
Human Resources in relation to the detected irregularities.
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Utilisation of aids

The SAO reports on the audits
of non-governmental human
service providers are available
by clicking on the titles of the
reports under the Section
referenced in the highlighted
Annex number or can be
downloaded from the SAO
website (www.asz.hu).

Annex I,
Section 4

Figure 34

DISTRIBUTION OF THE EXECUTION OF
THE TASKS UNDERTAKEN IN THE
ACTION PLAN BY EVALUATION
CATEGORY, 2016 (NUMBER, %)
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provided from the central subsystem

As there is a risk that public spending and the accounting of public funds
do not fully comply with the relevant legal regulations, it is a strategic ob-
jective of the SAO to reduce the “grey areas” of public spending; in other
words, to identify and include previously unaudited areas in the range of
audited entities.

Based on the risks identified, such grey areas include the application, use
and accounting of grants specified in the acts on the central budget by
the operators of non-governmental human service providers and institu-
tions in view of the fact that the central budget provides a substantial
amount of (average wage-based) financial support for the activities of the
operators of religious and non-governmental institutions performing pub-
lic education duties. By auditing this particular area, the SAO wishes to
ascertain that the use of public funds outside of public finances is not left
unaudited and to ensure the transparency of non-governmental opera-
tors’ public spending in the course of performing public duties.

In 2016, the SAO commenced the audit of non-governmental human ser-
vice providers, in the context of which it audited A Art Studio Iskolafenn-
tartd Kézhasznd Nonprofit Kft. and Human-Pszicho 2002 Oktatd és Szol-
galtatd Nonprofit Kft. for the period of 2011-2014.

Aids provided from public finances were audited by the SAO at two public
bodies. In consideration of the special features of the audited entity, the
audit experiences gained during the audit of the Chamber of Hungarian
Auditors were presented in more detail under the “Auditing the Auditors”
focus area.

Pursuant to its statutory mandate, the State Audit Office of Hungary au-
dits the legal compliance of the financial management of parties and par-
ty foundations receiving regular state subsidy from the central budget,
including the use of funds in relation to the preparation and execution of
repeated municipal elections and the by-elections following the general
elections.
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The SAO reports on the audits
of parties and by-elections are

In 2016, the SAO audited the legal compliance of six parties (Demo-
kratikus Koalicid, Egyltt-A korszakvaltok Partja, Magyar Liberdlis Part,
Parbeszéd Magyarorszagért Part, Lehet Mas a Politika, Jobbik Magyaror-
szagért Mozgalom) (Democratic Coalition, Together — Party for a New

available by clicking on the titles Era, Hungarian Liberal Party, Dialogue for Hungary, Politics Can Be Differ-
of the reports under the Section .
e b ent, Movement for a Better Hungary) and three party foundations
Annex number or can be Annex I, (Ecopolis Foundation, Tancsics Mihaly Foundation, Foundation for a
downloaded from the SAO Section 4 . . . .
e 2ection 2 Prospering Hungary) in relation to the funds spent on the preparation

3.3.

and execution of the repeated municipal elections called in 2014 and of
the by-elections held following the 2014 general elections. For the defi-
ciencies detected by the audit, it formulated 68 recommendations for the
parties and 18 recommendations for the party foundations. It did not is-
sue a recommendation in relation to the by-elections, as the utilisation of
the funds for these purposes was overall targeted and regular. In addi-
tion, the SAQ issued a recommendation for the National Assembly, advis-
ing it to harmonise the content of the reports prescribed by Act C of 2000
on Accounting and by the Party Act, which may improve the transparen-
cy, verifiability and accountability of the regular use of budgetary subsi-
dies.

Audit and analysis of the local government sector

The State Audit Office of Hungary places emphasis on auditing the internal control sys-
tems of local governments that constitute the basis of the regularity of their operations
and financial management and safeguard against corruption threats, as well as on au-
diting the financial balance and the regularity of the financial management of local
governments. The SAO focuses local government audits on areas where they are most
needed based on the risks identified. In 2016, priority was assigned to the investment
activities of local governments and to the audit commenced in the second half of 2015
on their debt consolidation. Compared to the previous year, we stepped up the auditing
of business associations in majority local government ownership that play an important
role in public services. Town museums with county rights appeared in our audits as new
subjects.

The risk-based approach applied by the SAO and the analysis of financial
processes are key elements in efficient and useful audit work. Starting
from 2012, the SAO commenced the auditing of the financial manage-
ment of mid-level local governments — i.e. a high-risk segment including
the Capital City, the counties and towns with county rights —, and from
‘ 2014 it also began to evaluate the financial balance of these entities. It
J drew general conclusions from the analysis of local government debt that
¢ constitutes a part of the government debt. Since 2011, the financial man-
agement of local governments has exerted a positive impact on the bal-
ance of public finances through the reduction of public deficit. A positive
3 impact is expected for the year 2016 as well: based on the EDP report re-
‘,--{ leased by the HCSO on 21 October 2016, the local government sub-sector
is expected to reduce the deficit of the government sector by HUF 15.1
billion.
As part of its preparations for additional local government audits, in 2015
the SAO conducted ad-hoc audits with the purpose of identifying the
highest-risk areas of financial management. The ad-hoc audits were con-
ducted among local governments selected on the basis of risk analysis.
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The SAO analysed the financial position of the local governments and the
financial risks involved, and pointed out that the failure of internal con-
trols and their inability to ensure the regularity and effectiveness of
property management was partly attributable to regulatory deficiencies.

Figure 35

AUDITS OF THE LOCAL GOVERNMENT
SECTOR IN 2016

Basic audit M Follow-up audit

LOCAL GOVERNMENT T
MINORITY SELF-GOVERNMENT l
BUSINESS ASSOCIATION u
TOWN MUSEUMS '

Regularity/compliance audits on the financial and property management of
local governments

In 2016, the regularity/compliance audits on the financial and property

management of local governments affected 10 local governments select-
The SAO reports on the audited . . . :
local governments are available ed on a risk basis. In the context of the audits, the SAO evaluated the fi-

by clicking on the titles of the nancial standing and assets of local governments, as well as the regularity
reports under the Section

referenced in the highlighted of financial management based on the budgeting process, the achieve-

| Annexnumber or can be ment of financial balance, annual budget reporting, property manage-
| downloaded from the SAO . . .

mlzieiw\;&ﬁ;szﬁu). Annex I, ment, the inventory of assets, the accounting of economic events and the

Section 5

regularity of cash management. In addition, the audits were also intend-
ed to assess whether the local governments had put in place — and en-
forced — the criteria required for the regular and efficient management of
resources.

Conclusions

Owing to the deficiencies detected in the regularity of financial and prop-
erty management, accountability and enforcement were not fully en-
sured by the audited local governments. As a result, some local govern-
ments did not manage their financial resources prudently and in view of
their limitations and possibilities. Due to the accounting errors of some
economic events or the irregular inventory of assets — or a lack thereof —,
the accounting balance sheets of some local governments did not provide
a true and fair view of their financial standing.

Recommendations

The SAO formulated a total of 194 recommendations with obligations to
take action for the 10 audited local governments in order to restore the
regularity of financial and property management.
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Follow-up audits — follow-up audit on the financial standing and the regularity
of the financial management of local governments

The SAO reports on the audited
local governments are available
by clicking on the titles of the
reports under the Section
referenced in the highlighted
| Annex number or can be
downloaded from the SAO
website (www.asz.hu).

Annex I,
Section 5

In 2016, 2 local governments were subject to the follow-up audit on the
financial standing and the regularity of the financial management of local
governments, selected on a risk basis. It was in 2013 that the SAO audited
the financial management of local governments for the period between 1
January 2010 and 30 June 2013.

The local governments subject to the follow-up audit executed, overall,
the tasks undertaken in their respective action plans; therefore, the
SAQ’s findings with obligations to take action in order to restore and
maintain the financial balance and to ensure the regularity of financial
management were essentially utilised. 59% of the tasks specified in the
action plans were executed by the deadline, while 11% were completed
past the deadline.

After the follow-up audits, the SAO issued warning letters to call atten-
tion to the risks arising from the partial execution or non-execution of the
measures. The letters warned that the lack of economically sound reve-
nue planning poses a threat to the balance of operational costs; the lack
of action regarding overdue suppliers’ accounts may lead to the re-
accumulation of debt; the failure to publish contract modifications
threatens the transparency of public spending; and the failure of the rep-
resentative council to prepare a proposition regarding the future fulfil-
ment of obligations and the preservation of solvency poses a risk to the
maintenance of the local government’s solvency.

Follow-up audits — regularity audit on the property management of local gov-
ernments

The SAO reports on the audited
local governments are available
by clicking on the titles of the
reports under the Section

referenced in the highlighted

| Annex number or can be
downloaded from the SAO Annex I,
website (www.asz.hu). Section 5
The SAO'’s

proposal

Severe deficiencies may warrant

asset protection measures.

In order to enforce the criteria of the transparent and responsible man-
agement of national assets in the financial management of local govern-
ments in line with the provisions of the Fundamental Law and of the Act
on National Assets, in 2013 the SAO audited the property management of
local governments for the period of 2007-2011. The local governments
have prepared action plans in response to the SAO recommendations
aimed at the restoration of the regularity of property management. In
2016, the SAO conducted follow-up audits on the regularity of property
management at 12 local governments. 44% of the tasks specified in the
action plans were executed by the deadline, while 14% were completed
past the deadline.

Conclusions

The fact that 42% of the local governments failed to execute the tasks
aimed at the restoration of regular property management and asset in-
ventory implies that the local governments concerned failed to ensure
not only the protection and safeguarding of local government property
that constitutes a part of national wealth, but also the responsible and
regular management of public property, accountability and compliance
with the principle of authenticity under the Act on Accounting. Moreover,
failure to comply with the statutory requirements pertaining to the dis-
closure of data of public interest implies that the enforcement of trans-
parency was not ensured.
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By taking action to restore the regulatory environment, the local gov-
ernments took steps in the direction of regular property management
and the reduction of risks. In order to accomplish the responsible and
regular management of public property, the local governments still face
the task of implementing the remaining measures specified in the warn-
ing letter, maintaining the results achieved through the implementation
of the measures and enforcing the measures in their operations.

Warning letters

Based on the follow-up audits, the President of the SAO issued warning
letters to indicate the risks based on the findings aimed at the execution
of the action plans and the necessity of additional action. The executive
officers of the audited entities assessed the contents of the warning let-
ters and notified the President of the SAO of the actions taken.

Audit on the internal control systems and investments of local govern-

ments
In the context of the regularity audit on the internal control system and
investment activity of local governments selected on a risk basis, reports
The SAO reports on the audited on 11 local governments were published in 2016. The SAQ’s audits were
'°;a'g.°".er”me”t5 g2l intended to assess whether the setup of the internal control system of
y clicking on the titles of the o T
reports under the Section the local governments and the functioning of its individual components

referenced in the highlighted
Annex number or can be
downloaded from the SAO
website (www.asz.hu).

ensured the regularity of the use of public funds in the period between 1
Annex II January 2014 and 30 April 2015. Moreover, the SAO checked whether the
Section 5 specific investment decisions of the local governments — including the
implementation and accounting of the decisions — complied with the rel-
evant legislation and internal regulations, and whether the established
control system supported the regularity of the investment activity in the
period between 1 January 2011 and 30 April 2015.

Conclusions

The internal control system did not ensure the regularity of operations
and the enforcement of the requirements of economy, efficiency and ef-
fectiveness. Due to the deficiencies of the setup and operation of the in-
ternal control system the regular use of public funds, including the regu-
larity of investment activities, was not ensured. The inconsistent regula-
tion of investment competences, the irregular exercise of the powers of
decision-makers and the lack of the documentation of pre-decision and
decision-making processes impeded the accountability of decision-
makers. In many cases, the lack of documents supporting the accounting
of the investments, incorrect book values and the inadequate mainte-
nance of the itemised register rendered the reconciliation, control and
stocktaking of invested assets impossible. Due to the lack of stocktaking
or the irregularities thereof, the inventory and preservation of public as-
sets was not ensured.

OEEE

Recommendations

The SAO formulated a total of 121 recommendations with obligations to
take action for the 11 local governments to ensure the regularity of the
setup and operation of the internal control system and the regularity of
the execution of accounting duties.
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Follow-up audits — follow-up audit on the setup of the internal control systems
of local governments, on specific control activities and on internal audit

In 2016 the SAO conducted follow-up audits on the internal control sys-
tem of 19 local governments.

Deviations observed with respect to the pillars of the internal control sys-
tem in comparison to the findings stated in the study published in 2015
under the title “Experiences of the auditing of the internal control sys-
tems of local governments” confirm that the local governments took ac-
tion‘to reduce the risks associated with their operation and financial man-
agement in relation to the setup of their respective control environment
and information and communication systems. That notwithstanding, con-
trary to the SAQO’s recommendations, the setup and operation of the risk
management system, the control activities and the monitoring system —
including internal audit — continue to pose a risk to responsible manage-
rial conduct, to the regularity and transparency of financial management
and to the formulation of protective measures against corruption and
fraud.

Based on the evaluation of the performance of the 445 tasks defined in
the action plans in total, the ratio of partial execution or non-execution

The SAO reports on the audited was 49%, which is still high compared to the ratio of execution by or past

local governments are available the deadline (49%, while 2% of the tasks were no longer pertinent or lost
by clicking on the titles of the . . .
e B e e e their relevance). These results reconfirm the need for follow-up audits, as
referenced in the highlighted regularly performed follow-up audits contribute to the effective imple-
Annex number or can be . . . . . .
downloaded from the SAO mentation of the required actions, and hence, to improving the orderli-
! Annex I, o . .
website (www.asz.hu). Section 5 ness of public finances. They demonstrate that the era of audits without
consequences is over.

In relation to the follow-up audits, the President of the SAO issued warn-
ing letters to indicate the risks based on the findings aimed at the execu-
tion of the action plans and the necessity of additional action. The execu-
tive officers of the audited entities notified the President of the SAO of
the actions taken.

Experiences of the follow-up audits of local governments

The experiences gained during the follow-up audits of local governments
suggest that most of the recommendations issued by the SAO were uti-
lised in the area of financial management; however, deficiencies persist
in the areas of property management and internal controls. This is illus-
trated by Figure 36:

69



SAO professional activities in 2016

Figure 36

DISTRIBUTION OF THE EXECUTION OF THE TASKS
UNDERTAKEN BY LOCAL GOVERNMENTS IN THE ACTION
PLAN BY EVALUATION CATEGORY, 2016 (NUMBER)
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Audit on the debt settlement of local governments

Selected on a risk basis, seven local governments were subject to audits

on debt settlement in 2016. In the context of the audits, the SAO as-
The SAQ reports on the audited sessed the regularity of the commencement and execution of the debt
local governments are available . ,
by clicking on the titles of the settlement procedure and the legal compliance of the local governments
reports under the Section financial management during the debt settlement procedure i.e. whether
referenced in the highlighted L i . . .
e e the participants of the procedures, in particular, the financial trustee,
d‘;‘;‘;”b';ig?ix&rgi‘ij)’*o Annex I, complied with legal regulations during the debt settlement process. It al-
- Section 5 so inspected and assessed whether the debt settlement procedure

achieved the statutory objectives upon completion.

Conclusions

The irregular task performance of the debt settlement procedure’s par-
ticipants — namely, the mayor, the notary and the financial trustee —

jeopardised the achievement of the procedure’s objectives. In the lack of

& , an asset inventory or report prepared upon the commencement of debt
The SAO'’s proposal settlement, they did not have accurate information on the assets to be

included in the debt settlement procedure. This may have contributed to

There may be a need for a legislative envi- the fact that, although the debt settlement procedure concluded with a
ronment that efficiently addresses both the composition arrangement in the case of five local governments, only one
underlying reasons of indebtedness and local government settled the payment obligation undertaken in the ar-
creditors’ interests and imposes adequate rangement in full. As a result of government intervention, in two cases
sanctions on irresponsible financial manage- the affected local governments were only required to pay 15.7% and
ment or non-compliance with the rules. 17.4% of the payment obligation undertaken in the arrangement from

their own funds. Even this obligation was not settled in full, which calls in-
to question the soundness of the arrangements. Two local governments
failed to enter into a composition arrangement with their creditors, and
the court ordered the distribution of assets. In one case, none of the
creditors’ claims has been paid, while in the other case the assets only
covered one third of creditors’ claims. Based on the SAO’s experiences
regarding the debt settlement process, neither the distribution of assets,
nor the conclusion of composition agreements ensured the efficient legal
protection of creditors. The non-performance of the obligations under-
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taken in the arrangements implies that the solvency of local governments
could not be restored. After the debt settlement procedures, it was only
debt consolidation that could generate a more significant change in the
financial position of local governments and facilitate the restoration of fi-
nancial balance. Nevertheless, the fact that the accounting systems of
several local governments failed to supply reliable data on the organisa-
tion’s financial position and that the local governments did not prepare
liquidity plans as per the legal regulations and did not have or failed to
implement a reorganisation programme, points to the debt settlement
procedure’s failure to facilitate carefully planned, responsible financial
management for the prevention of the re-accumulation of debt. Since
the debt settlement procedure did not improve the situation of either
the creditors or the local governments, there may be a need for a legisla-
tive environment that efficiently addresses both the underlying reasons
of indebtedness and creditors’ interests and imposes adequate sanctions
on irresponsible financial management or non-compliance with the rules.

Recommendations

The SAO formulated a total of 34 recommendations with obligations to
take action for the seven local governments, primarily in relation to the
regularity of the setup and operation of their internal control systems
and the preparation of liquidity plans.

Regularity audits on the financial management of local minority self-
governments

Regularity audits on the financial management of local minority self-

The SAO reports on the governments in 2016 involved 12 local minority self-governments select-

minority self-governments are ed on a risk basis. In the context of the audits, the SAO assessed whether

2‘;?:?!:;2;;"S'::ggrotr;;gigttlfs the setup of the operational and financial management framework of lo-

referenced in the highlighted cal minority self-governments and the execution of the tasks of financial
Annex number or can be . . .

downloaded from the SAD Annex I, management complied with legal regulations and whether the setup and

| website (www.asz.hu). Eeciinas operation of the operational and financial management framework facili-

tated the enforcement of the integrity approach.

Conclusions

Due to deficiencies of the setup and operation of the internal control sys-
tem, responsible financial management was not fully ensured at the au-
dited minority self-governments. The setup and operation of the internal
control system did not facilitate the regular use of public funds. As a re-
sult of the irregular exercise of financial management powers, the estab-
lished control activities did not facilitate the prevention and detection of
errors. The self-tests developed by the SAO may be utilised for the pur-
poses of error prevention.

Recommendations

The SAO formulated a total of 156 recommendations with obligations to
take action for the 12 minority self-governments to ensure the regularity
of the setup and operation of the internal control system and to restore
the regularity of financial management.
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Audit on the distribution of resources — review of the local government decree
on the distribution of revenues among the Municipality of Budapest and the
Budapest district local governments in 2015

The SAO report containing
the findings of the audit on
the distribution of
resources is available by
clicking on the highlighted
disclosure serial number or
can be downloaded from
the SAO website
(www.asz.hu).

15216

The purpose of the audit was to assess the regularity of the distribution
of revenues among the Municipality of Budapest and the Budapest dis-
trict local governments as prescribed by the Resource Distribution Decree
of 2015, as well as the regularity of the calculation and accounting of the
expenditures related to local taxation. The audit found that, apart from
minor deficiencies, the Municipality of Budapest performed its task in ac-
cordance with legal regulations. As the audited entity eliminated the de-
tected deficiencies by the end of the audited period, the SAO did not is-
sue findings and recommendations with obligations to take action.

Business associations owned by local governments

AUDITED BUSINESS
ASSOCIATIONS OWNED BY LOCAL
GOVERNMENTS

2011- 2016

2015
49 reports 80 reports

The SAO reports on the audits
of local government-owned
business associations are
available by clicking on the titles
of the reports under the Section

referenced in the highlighted
Annex number or can be Annex Il

downloaded from the SAO Section 5

website (www.asz.hu). -

In 2016, the SAO published 80 reports on the audit of business associa-
tions majority-owned by local governments, including four follow-up au-
dits. The reports supplemented the audit experiences gained during the
audit of 49 companies majority-owned by local governments in the peri-
od between 2011 and 2015.

Conclusions

As was the case in the previous period, the audits conducted in 2016 also
detected deficiencies in the cost accounting practice of local govern-
ment-owned business associations; namely, in the substantiation of fee
calculation and the exercise of proprietary rights. A high percentage of
the companies failed to comply — or only partly complied — with their dis-
closure obligation under the Privacy Act. According to the audit experi-
ences, the financial management of business associations owned by
towns with county rights is more regulated and more regular than that of
companies owned by smaller local governments.

Adequate planning is indispensable for the efficient and sustainable op-
eration of companies majority-owned by local governments. In our view,
there is a need to define certain requirements and criteria that ensure
the measurability and rating of services. In order to meet the objectives
expected of the service providers, clear requirements should be set for
the management of the companies, and their ability to meet the re-
guirements should be continuously monitored and their execution evalu-
ated.

The owner local governments, on their part, should reinforce ownership
control primarily by requiring more substantiated annual planning and
business plans supplemented by meaningful criteria and by requesting
professional reports in addition to accounting reports for an analysis-
based evaluation.

Based on the analysis published in January 2017 on waste management
companies, ensuring uniform public service price levels would be a key
factor in fostering the equal opportunities of citizens, as unreasonably
high fees jeopardise the livelihood of families. Although the introduction
of centralised price controls and the implementation of the measures
aimed at the reduction of utility charges implied an important step to-
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ward a uniform, value-proportional pricing framework, there are still sig-
nificant price differences between or even within (in terms of users) indi-
vidual jurisdictions. This might be partly attributable to the different fea-
tures of individual settlements, diverging service levels, the distortions
inherited from local government pricing regulations, or to the unreliabil-
ity of the data provided to the Hungarian Energy and Public Utility Regu-
latory Authority.

In response to the problems observed — and also confirmed by the SAO —
in the area of debt management, the legislator set the objective of estab-
lishing a regular, efficient and effective debt management system. To
that end, in 2016 it established the National Waste Management Coordi-
nation and Asset Management Company, whose statutory tasks include
the collection of public service fees and the management of outstanding
claims resulting from the provision of the public service.

The study is accessible by clicking Based on the audit, the SAO concluded that operational and financial
Sihed shlichiedublicaiion management risks may be reduced through the enhancement of the effi-
number, or can be downloaded . )

from the SAO website ciency of the work performed by the owners and by the supervisory and
(www.asz.hu)). T/415

regulatory bodies, and through the improvement of the public service.

Recommendations

Based on the audit findings, the SAO formulated a total of 505 recom-
mendations in the reports in order to rectify the regulatory deficiencies
detected and eliminate the irregular practice. In response to the recom-
mendations, the audited organisations submitted their action plans or
the preparation of the action plans is in progress.

Audit of town museums with county rights

Town museums with county rights are of key significance from a cultural
perspective in terms of their geographical locations and their tasks and in
terms of the number of visits. In the framework of the audit of town mu-
seums with county rights, the SAO issued 14 reports in December 2016
and five reports in February 2017. The audits assessed and rated the fi-
nancial and property management of town museums with county rights
(including their legal predecessors), the setup and operation of their in-
ternal control systems, the task performance of the managing body, the
transformation of the county museum system, the implementation of the
changes in the system of institutional operators and the enforcement of
the integrity approach in financial management.

Conclusions

The control systems established at the museums did not ensure the
transparency, accountability and verifiability of public spending. The fail-
ure to indicate the obligation of filing asset declarations demonstrates
that the museums did not take action to ensure the integrity of public life
and the prevention of corruption. The museums failed to set up and op-
erate an internal audit system, whereby they failed to ensure the first line
of defence in public spending. Due to the insufficient performance of the
disclosure obligation, the operation of the museums was not transparent.
As regards property management, in 2012 individual assets were record-
ed irregularly in the museums’ books without justifiable legal grounds. In
the lack of asset management contracts, the range and volume of the as-
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sets managed could not be determined in 2013-2014; therefore, ac-
countability was not ensured.
In relation to the registration of cultural assets and due to the deficien-

The SAO reports on town cies associated with the borrowing of the assets, the inventory, protec-

museums with county rights are tion and security of cultural assets was not ensured.
available by clicking on the titles s : . . .
L T T Deficiencies detected in financial and property management carry the
referenced in the highlighted risk of corruption and fraud.
Annex number or can be
downloaded from the SAO AL?""‘ .
website (www.asz.hu). Section 5 Recommendations

Based on the audit findings, for 19 museums the SAO formulated a total
of 516 recommendations with obligations to take action, of which 375
recommendations were addressed to the director of the given museum,
48 to the head of the economic organisation and 93 to the head of the
managing body.

Of the 47 organisations that were obliged to prepare action plans, only 8
submitted an action plan within thirty days with action plan items that
complied with the SAQ’s recommendations and the underlying findings
with obligations to take action. Apart from these latter organisations, the
SAO requested the executive officers of the audited entities to supple-
ment their respective action plans.
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[Il. ORGANISATIONAL AND METHODOLOGICAL PRO-
GRESS

In line with its Strategy, the State Audit Office of Hungary is committed to quality-
oriented operation. Accordingly, the main organisational development objective of the
SAO is to set up an optimal organisational system aligned with the tasks to be
performed. With that in mind, the SAO alters and enhances its organisational structure
continuously.

From time to time, the SAO renews its methodologies as appropriate in order to ensure
the application of contemporary, modern and efficient methods along with the efficient
utilisation of resources to facilitate objective audits with easy-to-utilise results.

The main organisational development and methodological improvements

2016

are illustrated by Figure 37.

2015 ‘ :
Renewed strategic and
monitoring system
2014 ‘ Quality control guidelines
Revised fundamental and quality objectives

Figure 37

auditing principles Evaluation of the internal
Quality control self-test control system, renewed IT
Development of Self-assessment (IT audit) system (filing, management
fundamental auditing information system IT
principles New report format applications)
Revised action plan Capacity building (human

resources, career
management, performance

Self-assessment (IT) assessment, etc.)

Peer review concept

New training system Peer review
(communication)
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1. Strategic changes

One of the most important operating principles of a self-learning organisation is the ability
to grow and review its objectives and way of thinking continuously. Therefore, even though
the strategy is intended to determine the organisation’s long-term objectives, it is advisable
to review and change or renew the objectives from time to time, as appropriate. Based on
these considerations, the State Audit Office of Hungary initiated the review of sub-strategies
in order to ensure a more structured appearance of organisational objectives and tasks in
the framework of strategic documents, to formulate, as appropriate, new objectives, to
adapt to potential changes in the legislative environment, to strip out the redundancies ob-
served, to aim the objectives more clearly at the utilisation of the work as the primary audit
value, and to ensure their measurability.

Renewal of sub-strategies

By definition, organisational strategy is a concept or forward-looking
guidance that states the long-term objectives of the organisation and de-
fines the resources and main development actions required for the
achievement of the objectives: an evaluation and objective-setting activi-
ty and the sum of the ideas about the future goals of the organisation
and the methods of their implementation. Essentially, the implementa-
tion of the strategy is the measure of institutional success. With that in
mind, the State Audit Office of Hungary commenced in 2015 and com-

_ pleted in early 2016 the review of its official framework of strategic doc-
The renewed strategic

document system is available by uments and formulated a number of new sub-strategies as a result. The
-C“Cki",,gstcr’;‘tg;‘;,f‘ii*r"g:tzg te revised sub-strategies can be traced backed to the main strategic princi-
downloaded from the SAO ples, but they define task-sets for a time horizon of 3 to 4 years. The set
ekl szl strategy of objectives laid down in the document formulates well-structured ob-
jectives with the application of a uniform and coherent conceptual

framework, bearing in mind the fundamental principles of supreme audit
institutions” operation. The renewed strategic document system is avail-
able on the SAO’s website.

Renewal of the strategic monitoring system

In its Strategy, the State Audit Office of Hungary expressed a commit-
ment to continuous organisational renewal and development and to
quality-oriented operation. For the sake of sustainable development, the
SAOQ supports organisational transformation and the learning and self-
learning process leading to it. The organisation advances from one stage
to the next by utilising the experiences gained. In order to tackle these
changes and modifications, the SAO reviewed its strategic monitoring
methodology as an organic part of the transformation and renewal pro-
cess. As a result of the review, in 2016 the SAQO replaced its previous line-
ar, cascade method by a spiral model and started to apply the new model
in planning from 2017. This model is capable of tackling the cyclicality
and interrelatedness of strategic planning that supports advancement
from one stage to the next. With the new methodology, in the frame-
work of organisational strategic management processes managers may
obtain relevant information about the progress of the tasks supporting
the accomplishment of the objectives during execution or even months in
advance, including any hang-ups or events that may delay the solution.

76


https://www.asz.hu/storage/files/files/ASZ_strategia/asz_strategia.pdf

SAO professional activities in 2016

With timely feedbacks and performance measurement, governance
wishes to improve the efficiency of the SAQO’s organisational perfor-
mance.

2. Quality control system

In line with its Strategy, the State Audit Office of Hungary is committed to quality-oriented
operation. In this spirit, it has established, operates and constantly reviews and develops its
quality-related processes and procedures.

The SAO has developed an efficiently functioning quality control system
in recent years. It prepared the document entitled “The SAQ’s principles
of quality-driven operation” by taking into account the principles of
“Quality Control for SAls (ISSAl 40)”, the international standard issued by
INTOSAL.

The continuous operation, supervision and assessment of the quality con-
trol system, as well as the formulation of development proposals impact-
ing the system as a whole is performed by an organisational unit that is
independent both in terms of organisation and control, and which is re-
sponsible for the enforcement of quality control principles adopted in
line with the guidelines of international standards.

In the interest of efficiently enforcing ISSAI 40 within the organisation,
the organisational unit responsible for the performance of tasks related
to quality-driven operation prepared Quality Control Guidelines in 2016,
contributing to the practical implementation of quality control principles
and the continuous development of the quality control system. The SAQ's
management ensured that all employees are aware of the quality control
system, including the quality policy. The quality objectives of the SAO for
2016 were defined along the lines of the quality policy and the priorities
determined by the SAO’s management. Based on the guidelines, the vari-
ous organisational units themselves established the procedures, princi-
ples and controls needed to ensure that requirements were met. The
regular annual review designates additional development directions.

3. Internal control system

The internal regulatory environment (control environment) is a strategic pillar of the SAO’s
internal control system and as such, the organisation places great emphasis on ensuring
that the operation of its units is transparent and reflects up-to-date controls. The SAO as-
sessed and evaluated the operation of the organisation-level internal control system for the
year 2016.

As in the previous year, the SAO operated a high-quality internal control
system in 2016. The five pillars of the internal control system were evalu-
ated as follows:

—® The control environment was stable. Apart from the adjustments
arising from legal regulations and organisational changes, the in-
ternal control tools regulating the SAQ’s activity did not change
significantly in 2016 compared to the previous years.
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4. Capacity building

—® |n operating the risk management system, the organisational units
assessed, evaluated and addressed the risks and reviewed the out-
comes. The SAO ensures in all of its processes the identification
and assessment of risks, the formulation of response measures to
address any risks above the acceptable risk level and the monitor-
ing of response measures through the requirement of the regular
review of risks and risk management processes.

—® |n the area of control activities, responsibilities were adequately
separated both in internal control tools and in job descriptions. The
“four eyes principle” was applied both in financial and real pro-
cesses, and the continuity of task performance was ensured via de-
livery-acceptance protocols and their control by internal audit and
the administrative area.

—® During the operation of the information and communication sys-
tem, the timely availability of information was ensured. In this ar-
ea, the SAO introduced a new document management system and
an application supporting the management information system;
both systems support work performance and the availability of in-
formation more efficiently. The SAO fulfilled its disclosure obliga-
tion regarding the mandatory publication of data prescribed by the
Privacy Act and the relevant data are available on the SAQ’s web-
site. The SAO’s external communication, as well as its internal
communication between its organisational units, is regulated; the
SAQ’s website and news portal draw an increasing amount of at-
tention.

—® As part of the monitoring system, the SAO operated a monitoring
system that tracks the performance of its activities and evaluates
operative activities. The President of the SAO made arrangements
for the formulation and proper functioning of an internal audit sys-
tem that is independent of operative activities and made available
the resources required for the operation of internal audit.

To maximise the efficiency and quality of its task performance, the SAO ensures the devel-
opment of its human resource and infrastructural capacities, while also taking advantage of
the potentials of international knowledge sharing.

In 2016, the SAO operated at maximum capacity utilisation. The organisa-
tion’s average staff number amounted to 598 according to the calcula-
tions prescribed by law. The SAO also involved external specialists in its
task performance with 11,127 auditor days, which was made possible by
the savings in non-personnel expenses.

In accordance with its Strategy, in the framework of quality-oriented op-
eration it is the SAQ’s aspiration that — in compliance with the require-
ments concerning task performance and using the resources available —
each position is filled by the most appropriate person, thus ensuring that
the necessary skills, abilities, qualifications and professional experience
(in summary: competences) are available. With that in mind, the SAO de-
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What is the Goal Team?

The 2011-2017 Strategic Plan approved at
the 2011 Lisbon Conference of the
EUROSAI, the organisation defined its
strategic objectives as well as the
organisational structure required for their
achievement. The EUROSAI set up
independent units (‘Goal Teams’, i.e.
working groups) to further the
implementation of each strategic
objective. Since the IX EUROSAI Congress
(June 2014), the SAQ has been in charge of
the leadership of the EUROSAI Capacity
Building Goal Team.

veloped a career management framework that defines the fundamental
principles and concepts of the system. The creation of knowledge centres
and the renewal of the performance assessment system are organically
connected to the career management framework. High quality expertise
was ensured by the SAQ’s extensive training system.

As leader of the EUROSAI Goal Team 1 (Capacity building), in 2016 the
SAO hosted two meetings in Budapest. By integrating the results of Goal
Team 1, the SAO actively contributed to ensuring the maximum utilisa-
tion of the next EUROSAI strategy by participating SAls and the citizens
maintaining the institutions.

Within the framework of the EUROSAI IT working group, at the March
2016 work meeting of the specialist group engaged in IT self-
assessments, the representative of the SAO presented the results of the
IT audit self-assessment conducted by the State Audit Office in 2015.

In keeping with its Strategy, the SAO places great emphasis on fast infor-
mation flow and dynamic organisational data processing. In order to fos-
ter the enforcement of this principle, an important task of 2016 was to
design a new document management system, which was put into opera-
tion on 1 January 2017. In response to current security challenges and
the changes in legal requirements, the SAO renewed its IT Security Policy.
In order to support the creation and maintenance of risk-proportional
protection, the SAIl identified the processes involved in information secu-
rity. The security services of the basic IT infrastructure were expanded,
with special focus on the operational safety-oriented development and
harmonisation of the SAQ’s existing infrastructural equipment.
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THE FINANCIAL MANAGEMENT OF THE SAO IN 2016
m

The Report of the State Audit Office of Hungary on its financial management in 2016 is
based on the data of its institutional budgetary statement prepared in accordance with the
relevant legal provisions. The State Audit Office of Hungary comprises an independent
chapter in the structure of the central budget and as such, the transparency of its budget-
ary statement and the presentation of its processes are of key importance in the execution
of the central budget.

1. Budgetary statement of the SAO

The annual budgetary statement of the State Audit Office of Hungary as at 31 December
2016 has been audited by an independent chartered accountant selected and appointed by
the Speaker of the National Assembly in a public procurement procedure. The audit in-
cluded the sampling-based inspection of the invoices substantiating the factual figures of
the budgetary statement; the evaluation of the applied accounting principles and the
presentation of the annual budgetary statement; and the review of the internal regulatory
environment.

Having reviewed the 2016 financial management of the State Audit Office, the auditor
found that the SAO’s financial management was in compliance with the relevant legisla-
tion and internal policies, reasonable and cost-efficient, supporting the performance of its
core activity. Based on the auditor’s opinion, the annual budgetary statement provides a
true and fair presentation of the execution of the 2016 budget of the SAO as well as on its
financial position as at 31 December 2016 and the results of its financial management for
the year then ended.

1.1. Budgetary appropriations and their fulfilment

Pursuant to Act C of 2015 on the 2016 central budget of Hungary, the National Assem-
bly allocated HUF 8,567,800 thousand for the discharge of the SAO’s duties, of which
HUF 8,547,800 thousand was covered from budgetary subsidies and HUF 20,000 thou-
sand from the SAO’s own revenues.

Appropriation adjustments

In compliance with the provisions of Government Decree No. 368/2011
(XIl. 31.) on the Implementation of the Act on Public Finances, as a result
of adjustments realised during the current year under various titles and in
an amount of HUF 814,299 thousand, the amount of original expenditure
and revenue appropriations increased to HUF 9,382,099 thousand, as fol-
lows:

In government competence

v" the compensation support for wage compensation and child-care
benefit recipients under Government Decree No. 400/2015 (XI1.15.) is
HUF 1,417 thousand,
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v' the appropriation refunded based on the accounting of wage
compensation support as per Government Decree No. 1226/2016
(V.2.) amounts to HUF 411 thousand,

v the appropriation for employer costs related to the “Prime Years”
Programme pursuant to Act CXXIl of 2004 is HUF 4,244 thousand,

v the effect of the change in the base remuneration under Act LXVI of
2011 on the State Audit Office of Hungary is HUF 19,383 thousand.

In managing body competence

v surplus budget revenue amounts to HUF 763 thousand.

In institutional competence

v the increase in the previous year’s residue appropriation is HUF
787,024 thousand, of which uncommitted residue amounts to HUF
2,241 thousand,

v' the appropriation increase arising from the recovery on employer
housing loans is HUF 1,879 thousand.

In institutional
competence: HUF
+788,903 thousand

Expenditures

In 2016, substantial adjustments to priority expenditure appropriations
were effected under the titles of non-personnel expenses and non-
operating expenditures.

Figure 38

2016 BUDGETARY EXPENDITURES BY PRIORITY
APPROPRIATION (HUF THOUSANDS)

H Other non-operating
. expenditures
4185
644 559 4185 B Renovations
36,000 197660 393 706

361900
2.000 19,660

963 900 R AT 1145 348

M Investment projects

1532 000 1575 389 1572765
 Other operating
expenditures

B Non-personnel expenses

5,672,000 5,609,333 5,598,313

B Contributions payable by
employers and social
contribution tax

M Personal allowances

2016 ORIGINAL 2016 ADJUSTED 2016 ACTUAL
APPR. APPR. PERFORMANCE
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The modified expenditure appropriation for 2016 was fulfilled at 93.1%
(HUF 9,382,099 thousand). Of the fulfilled budgetary expenditures, the
share of personal allowances and contributions payable by employers
was 82.1%, of non-personnel expenses and other operating expenditures
13.3%, and of renovations and other non-operating expenditures a total
of 4.6%.

The change in priority appropriations in 2016 was justified by the ac-
counting of the previous year’s residue, the change in the share of exter-
nal specialist’ service contracts and the update of appropriations adjusted
to chargeable events.

Of the expenditure appropriations, the original appropriation for invest-
ment expenditures rose by HUF 282,659 thousand, accounting for 35% of
the increase in the budgetary expenditure appropriation. In the budget
year of 2016, the utilisation of the previous year’s residue accounted for
nearly one third (31.7%) of the adjusted appropriation for non-operating
expenditures (HUF 648,744 thousand). 99.9% of the adjusted appropria-
tion for investment-purpose non-operating expenditures is committed, to
be fulfilled in 2017.

The original appropriations allocated to the State Audit Office in the
Budget Act rose by 11.5% between 2013 (HUF 7,680,800 thousand) and
2016 (HUF 8,567,800 thousand). The growth resulted from the remuner-
ation base increase arising from the SAO Act on the one hand, and from
the appropriation increase allocated to the extra work pursuant to the
Election Act on the other hand. Between 2013 and 2016, adjusted appro-
priations rose by 15%. Expenditure appropriations were fulfilled at 94% in
2013, 88% in 2014, 92% in 2015 and 93% in 2016.

The appropriations available ensured the operational conditions required
by the SAO for the uninterrupted discharge of its duties.

Figure 39

ADJUSTED EXPENDITURE
APPROPRIATION AND ITS FULFILMENT,
2013-2016 (HUF THOUSANDS)

B Amended appropriation ™ Performance

8161 168
2013 7707 082
8572 349

2014 7543 979

9364 045
2015 8577 018

9382 099
2016 8734 381

Revenues

Of the 2016 revenue appropriations, the amount of central grants and
grants from managing bodies was budgeted as HUF 8,547,800 thousand
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and the total budgeted amount of the appropriations for operating own
revenues was HUF 20,000 thousand. Grants rose by HUF 24,633 thou-
sand during the year, mainly reflecting the change in the remuneration
base under the SAO Act, and grants requested for wage compensation
and for the remuneration of workers employed under the “Premium
Years” Programme.

Figure 40
REVENUE APPROPRIATIONS AND FULFILMENT IN 2016 (HUF
THOUSANDS)
2016 actual ..
P — B 016 adjusted appr. 2016 original appr.
PREVIOUS YEAR BUDGET RESIDUE
787,024
CENTRAL GRANTS, GRANTS FROM MANAGING BODIES 8,572,433
8,572,433
8,547,800

ACCUMULATION-PURPOSE ASSUMED FUNDS sl

1879

4410
CAPITALINCOME  pys
OPERATING REVENUES M
0,000

The amount of residue generated in the reporting period of 2016 was
HUF 647,717 thousand, of which committed residue amounted to HUF
645,649 thousand (99.7%), and uncommitted residue came to HUF
2,068 thousand. Residue from the previous year raised the original ap-
propriation by HUF 787,024 thousand in 2016, of which HUF 18,343
thousand was paid into the central budget in the breakdown specified by
Government Decrees No. 1768/2016 (XII.15.) and No. 1822/2016
(X11.22.).

Figure 41

RESIDUE (HUF THOUSANDS)

' Committed residue B Uncommitted residue

784783 645 649

2015 2016
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2. The effectiveness of financial management

As in previous years, in accordance with its Strategy, the SAO’s financial management
in 2016 was characterised by the preservation of the fundamental values of effective-
ness, efficiency and economy, sustainable development and the sparing use of re-
sources.

2.1. Achievements in process optimisation

Measures demonstrating the effectiveness of organisational
operation

v In the area of financial management, the SAO launched a series of
measures aimed at a more consistent and more efficient use of
resources over the past five years. As a result of its organisational
development, the number of working days available for audits
increased. Savings achieved by the optimisation of workflows were
reinvested in investment projects.

v As regards the public procurement procedures commenced by the
SAQ as Contracting Authority, there was a positive shift to centralised
public procurements (40.9% of the procedures) in 2016.
Consequently, as a voluntarily joined institution, we contributed to
improving the predictability of procurements, increasing
transparency and reducing the time spent on administrative duties.

Measures generating an increase in available capacities and

savings

v" Closely related to the process optimisation commenced at the
Finance Directorate in 2014, an important objective of the SAO was
to achieve a more optimal use of human resources. Parallel to the
consolidation of positions at the Finance Directorate, the number of
tasks performed in auditor positions declined sharply, with a
concurrent increase in employment under the Labour Code. During
2016, the average number of auditors employed at the Directorate
continued to decline: compared to the initial value of January 2014,
the share of auditor positions dropped to 38.3%. Besides the increase
in the ratio of auditors participating in audits and in the number of
available auditor days, within the organisation of the State Audit
Office of Hungary this trend generated HUF 54.7 million in savings in
2016 in wage and contribution costs in comparison to the costs of
task performance by auditors. With its continuous monitoring and
controlling system, the finance area also supports audits. It also
supports the revision of the audit programme, especially in the area
of financial and property management and during the development
of the relevant performance audits.

v' In 2016, savings from the further rationalisation of operational
processes (HUF 7.9 million) were reinvested in investment projects,
in particular, IT projects and equipment purchases aimed at the
creation of an ergonomic work environment and supporting the task
performance of auditors.
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2.2. Sustainable development

In keeping with both Hungarian and international objectives, the enforcement, preser-
vation and expansion of the requirements pertaining to the long-term, responsible man-
agement of resources are key priorities in the auditing and financial management activ-
ity of the SAO. The concept of sustainability was also incorporated into the SAO’S
Strategy, and the SAO is committed to working continuously on achieving this objective
both in the present and in the future. The SAO’s goal is to maintain the measures adopt-
ed in previous years and to continuously seek new possibilities to contribute to the
preservation, protection and expansion of essential resources institution-wide.

With the adoption of its Decision No. 18/2013 (llI. 28.), the National As-
sembly launched the National Sustainable Development Framework
Strategy. By maintaining and preserving human and natural resources,
indirectly, the State Audit Office of Hungary contributes to the preserva-
tion of social and economic resources.

With a view to retaining, preserving and appreciating human resources,
as the most important professional value, the State Audit Office of Hun-
gary assigns priority to the creation of a healthy work environment, the
health preservation of auditors and, in this context, implementing pre-
ventive measures and strengthen competencies.

In the interest of the protection of natural resources and bearing in mind
long-term planning, the organisation implemented several measures re-
lated to energy conservation, economy, the reduction of environmental
pollution and the protection of the environment, including greenroof
maintenance, bicycle storage, preference for employees’ public transpor-
tation, recycling, the replacement of equipment polluting the environ-
ment.

2.3. Implementation of an integrated accounting system

Legislative changes affecting public finance accounting and efforts to optimise the staff
number of the Finance Directorate and reduce red tape facilitated the introduction of a
new, integrated financial management system, which started its operation in 2015.

The modular structure of the system, its diversified parameterisation and
queries that enable the generation of statements capable of satisfying
management information requirements all support the task performance
of the State Audit Office of Hungary. The benefits of the system were
perceived, for the first time, in 2016.

The implementation of the integrated system contributed to the clear
separation of responsibilities and competences, the implementation of a
more transparent documentation system, the elimination of redundan-
cies and overlaps and the strengthening of process-integrated controls.
The system covers the registration and data disclosure obligations pre-
scribed by legislation for budgetary institutions.

The accounting programme changeover fundamentally supports con-
trolled financial management. Uniformly controlled processes facilitate
the improvement of economic and financial control.
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2.4. Asset management and operation

The objective for 2016 was to harmonise the infrastructural conditions for existing IT
systems and those to be newly introduced. In this context, the SAO commenced the en-
largement of its pool of hardware equipment, licenses and software applications.

Asset modernisation

Aligned with the above, the SAO implemented numerous asset moderni-
sation solutions and installed the hardware equipment (servers, routers)
required for central operations. In the area of IT projects, we supported
the task performance of auditors through the purchase of ergonomic
work equipment. In net terms, we allocated HUF 107,864 thousand to
the purchase and upgrade of software and HUF 99,258 thousand to the
purchase of IT equipment.

Electronic data request system

The SAO entered into a contract for the purchase of an electronic data
request system, which is intended to improve the efficiency of audit
work.

Renewal of the document management system

For expediting and improving the efficiency of incoming and outgoing
documents and the processing of internal cases, a new document man-
agement system was purchased and adapted to the SAQ’s processes, go-
ing live on 1 January 2017.

86



Annexes

ANNEXES

B ANNEXI: DUTIES OF THE STATE AUDIT OFFICE OF HUNGARY

Statutory duties of the State Audit Office of Hungary

Pursuant to Article 5(7) of Act LXVI of 2011 and to Section 90 of Act CXCV of 2011, the SAO annually audits the final
accounts presenting the execution of the central budget. As early as the 2015 audit, the SAQ’s audit successfully
covered 100% of the expenditures and revenues of the central subsystem thanks to the introduction of its new
audit methodology. The SAQ also achieved this coverage during the audit of the execution of the 2016 budget.
Pursuant to Article 5(1) of Act LXVI of 2011, the SAO annually provides an opinion on the budget bill.

In consideration of the key role of the exercise of proprietary rights over state property, pursuant to Article 5(4)a)
of Act LXVI of 2011, Article 3(4) of Act CVI of 2007 and Article 14(1) of Act LXXXVII of 2010, the SAO conducts annu-
al audits in that regard.

Audit experiences found, among other things, that the enforcement of ownership rights at local governments and
at business associations in local government ownership was poor in numerous cases. The majority of local govern-
ments fail to exercise adequate control over the operation of the companies and typically neglect inspecting task
performance. In addition, they do not exercise ownership control over internal audits and over the use of funds
provided for the task performance of the entities. The SAO has submitted a proposal on the comprehensive and
conceptual renewal of this area. The proposal was also supported by the Government. In addition to the above, the
State Audit Office has developed a self-test system, which is unique in the sense that it can help improving the reg-
ularity of even those local governments that have not been subject to the SAQ’s audit as yet.

Another annually audited area is the distribution of revenues among the Municipality of Budapest and the Budapest
district local governments, which had been considered a pivotal issue even earlier (Article 6 (1) of Act CXXXIII of
2006). In this context, Resolution No. 41/2013 (V. 27.) OGY of the National Assembly — as detailed below — empow-
ers the SAO to have its statutory duties reviewed, with the results considered by the National Assembly in its legis-
lative work.

Pursuant to Article 10(1)—(3) of Act XXXIII of 1989, in the context of legality audits the State Audit Office of Hungary
continues to audit, every two years, the regularity of the financial management of political parties receiving state
budget subsidies regularly. In this regard, in 2003 the scope of audit responsibilities increased further based on the
SAQ’s accumulated experiences: every two years, the SAO conducts legality audits on the financial management of
foundations that are the recipients of state budget subsidies under the referenced Act at foundations engaged in
scientific, knowledge dissemination, research and education activities.

In 2013, the statutory audit obligations of the SAO increased further: it focused its activities on the transparency of
the campaign costs related to the election of the Members of Parliament (Section 8/B (1) and Section 9 (2) of Act
LXXXVII of 2013) and on auditing the costs of election procedures. Based on legal regulations, the State Audit Office
of Hungary is required to conduct such audits in each election period. This is because the financial resources for the
costs of the preparations for and the execution of elections and for other costs associated with the activity of the
electoral bodies must be granted from the central budget, up to the amount determined by the National Assembly.
The State Audit Office of Hungary is required to inform the National Assembly of the use of these funds. The 2016
amendment to Act CXXXIX of 2013 on the National Bank of Hungary stipulates that the SAQ is responsible for audit-
ing the financial management of the foundations established by the MNB.

Other tasks

The years 2014 and 2015 designated numerous additional tasks concerning the scope of responsibilities of the
SAO.

Besides amending a number of additional sector-specific acts regulating the financial intermediary system, Act
LXXXV of 2015 on the amendment of certain acts to promote the development of the system of financial interme-
diation modified several provisions of Act LXXV of 2007 on the Chamber of Hungarian Auditors, the Activities of
Auditors and on the Public Oversight of Auditors, effective mainly as of 7 July 2015 and partly as of 1 September
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2015 and 1 January 2018. Accordingly, as regards the organisations of the subsystems of public finances, from 1
September 2015 auditors’ qualification for budget auditing is subject to the consent of the State Audit Office of
Hungary (Act LXXV of 2007).

In addition, pursuant to the new public procurement act (Act CXLIII of 2015), the SAO is also entitled to initiate the
ex officio procedure of the Public Procurement Arbitration Board, and the Public Procurement Arbitration Board is
required to notify the SAO in case of any infringement detected by it. From 2015, the President of the State Audit
Office is entitled to delegate a member to the 19-member Council operating within the framework of the Public
Procurement Authority. The Public Procurement Authority is required to send a copy of its annual report for the
National Assembly to the State Audit Office as well and the SAO, as part of its EU obligations, cooperates with the
Authority in the monitoring of the application of public procurement rules.

The State Audit Office audits the financial management of the Compensation Fund — which is designed to protect
policyholders and is governed by the Investor Protection Fund Directorate — specified in Act CCXIV of 2015 on cer-
tain damage compensation measures taken in order to strengthen the stability of the capital market (Quaestor Act)
(pursuant to Section 130 of Act XXXVII of 2014, from 2014 the SAO also audits the Resolution Fund).

NA resolutions

Economic developments, the SAO’s well-defined but exponentially increasing scope of activity and the expansion of
the tasks arising from changes in the economic environment pose continuous challenges to the SAO. The National
Assembly defines special audits and needs for professional support where the SAQO’s work may create value added
in improving, utilising and protecting public property.

In Section 4/h of Resolution No. 31/2015 (VII. 7.) OGY, the National Assembly requested the SAO to prepare an
audit plan both for arranging the Olympics and for the expenditures to be incurred in case of hosting the event,
and to provide professional support for those preparing the tender to ensure the lawful, professional, economical
and efficient use of public funds.

The National Assembly acknowledged the work performed by the State Audit Office of Hungary under Section 2a)
of Resolution No. 35/2009 (V. 12.) OGY of the National Assembly aimed at the detection of corruption risks, and its
activities carried out for the promotion of an integrity-based organisational culture. As an extension of this endeav-
our, the National Assembly supported the view that, in respect of organisations involved in managing public funds
and public property, the State Audit Office of Hungary should widen its consultancy activities regarding manage-
ment systems and should support the training of ethical managers in public finance.

In Resolution No. 35/2009 (V. 12.) OGY, the National Assembly agreed that, in line with its strategic objectives, the
SAO should audit the areas that pose corruption risks and implement its priority — already approved — project
aimed at the identification of corruption risks (Integrity Project). It also declared that, in implementing the provi-
sions of Resolution No. 43/2005 (V. 26.) OGY of the National Assembly, the SAO developed the Public Finance
Quarterly into a high-quality professional journal, and requested the SAO to continue to pursue its advisory and
opinion leader activities and the publication of the Public Finance Quarterly.

By its Resolution No. 41/2013 (V. 27.) OGY, the National Assembly supported the State Audit Office in participating
in the Development Initiative (IDI) activities of the International Organisation of Supreme Audit Institutions (INTO-
SAl), and for the SAO to provide professional support to this initiative as donor, with special regard to Hungarian
foreign trade strategy.

As a confirmation of the above, in its Resolution No. 41/2014 (XI. 13.), the National Assembly declares that it rec-
ognises and supports the role of the SAO in enhancing financial literacy.
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B ANNEXII: REPORTS, ANALYSES AND STUDIES PREPARED BY THE SAO IN 2016 BY FOCUS AREA

1. “Well

-managed state” focus area

Reports

15214 Jelentés az Orszdgos Tudomanyos Kutatasi Alapprogramok ellenérzésérdl

16006 Jelentés a turizmusfejlesztési intézkedések ellendrzésérdl

16007 Utdellenbrzések - A Gazdasagi Versenyhivatal mikodésének és gazdalkodasanak utéellendrzése

16044 Jelentés - Utdellenbrzések - a vasuti kdzlekedés allami tdmogatdsi rendszerének ellenérzésérdl készilt jelen-

tés javaslatai hasznosuldsanak utoellenérzésérdl

16062 Vélemény a 2017. évi koltségvetésrdl - Vélemény Magyarorszag 2017. évi kdzponti koltségvetésérdl szold

torvényjavaslatrol

16104 Jelentés - az dllamhaztartas kozponti alrendszerének addssagat kezeld rendszer ellenérzésrél

16105 Jelentés - az dllamhaztartds kozponti alrendszerének addssaga és éven tuli kdtelezettségvallaldsanak ellen-

Grzésérdl készilt jelentéshez kapcsolddo utoellenbrzésrdl

16153 Jelentés - Szén-dioxid kvotakkal vald gazdalkodas ellenbrzése

16154 Jelentés - K6z0s ellen8rzéssel a versenyképes tudas jobb hasznosuldsaért- a diplomas palyakovetés j6 gya-

korlatainak feltarasa

16163 Jelentés - Jelentés Magyarorszag 2015. évi kozponti koltségvetése végrehajtasanak ellenérzésérél

16089  Jelentés - Utdellenérzések- A Tarsadalombiztositdsi Alapokbdl nyujtott ellatdsok és szolgaltatdsok jogosult-

sagi rendjében alkalmazott nyilvantartdsi rendszerek mikodésének utdellenbrzésérdl

Analy:

T/401
T/402
T/405
T/409
T/410
T/411
T/412

T/413
T/414

ses, studies

Pénzugyi kultura fejlesztési programok felmérése, Kutatasi jelentés

Tanulmany az allam piacszervezd tevékenysége szamvev@széki ellenérzése szempontjainak és fokuszterile-
teinek meghatarozdsahoz

Tanulmany a nagyberuhazasok integritasi kockazatairdl és az ezt kezels kontrollok kialakitasardl
Szempontok a Kéltségvetési Tanacs részére véleménye kialakitdsahoz a Magyarorszag 2017. évi kdzponti
koltségvetésérdl szolo torvényjavaslat zardszavazasahoz

Elemzés a Koltségvetési Tanacs részére a 2016. |. félévi koltségvetési folyamatokrdl

Elemzés a katasztrofavédelem Uj rendszerének mikodésérdl

Elemzés a 2015. évi koltségvetési folyamatok makrogazdasagi 6sszefliggéseirdl, a zarszamadas ellenérzése
kapcsan

Az dllamhdztartds addssagkezels rendszerének mikodése, az Allamaddssag Kezeld Kozpont Zrt. szerepe,
teljesitménye

Integritas felmérés: Kozintézmények, 2016

Series of studies entitled “Building Blocks of Good Governance — The Supreme Audit Institution in Fo-

”

Cus™:

O 0 N UAEWN

=
= o

A legfébb ellenérzé intézmények hozzajaruldsa a j6 kormanyzashoz

A |6 kormanyzas tdmogatasanak fundamentumai

Az Allami Szamvevdszék hozzajaruldsa a mindségi jogalkotashoz

Az ellen8rzések és azok hasznosuldsa az ellenérzottek szintjén

A kozpénzfelhaszndlas transzparencidja

Az integritas kulturdjanak meghonositdsa a magyar kozszféraban

A fenntarthatd koltségvetés 6re

A |6 kormanyzas tdmogatdsa a szamvevdszéki ellenbrzések tervezési folyamatai soran
Ertéksrzés és értékteremtés - Az Allami Szamvevdszék szervezeti mikodésének meguijitédsa
A kormanyzds eredményességének tdmogatasa

Az Allami Szadmvevdszék hozzajdruldsa az Lallammenedzsment” meguijitdsdhoz
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2. Auditing the auditors focus area

Reports

16037

Jelentés az adobeszedési eljarasok ellenérzésérél - Egyes adobeszedési tevékenységekkel kapcsolatos
feladatelldtas szabalyszer(iségének ellenbrzése

16043 Jelentés - A Magyar Allamkincstar kozigazgatdsi hatdsagi tevékenységének, valamint kézpontositott illet-
mény-szamfejtési rendszerének ellenbrzése
16116 Jelentés - A Magyar Nemzeti Bank 2014. évi m(ikodése szabalyszerlségének ellenérzésérél
16117 Jelentés - Utdellenbrzések —a Magyar Nemzeti Bank mikodése szabdlyszerliségének utdellenbrzésérdl
16164 Jelentés - Koztestiletek ellenérzése — Magyar Konyvvizsgdldi Kamara
3. State property focus area
Reports
16008 Jelentés az dllami tulajdonban (résztulajdonban) lév6 gazdalkodd szervezetek vagyonmegérzési
és gazddlkodasi tevékenységének ellendrzésérdl - Nemzeti Eszkdzkezel§ Zrt.
16009  Utdellenbrzések — A Duna Menti Regionalis Vizmd Zrt. vagyonérték megérzd és gyarapitd tevé-
kenységének utdellenbrzése
16010 Utdellenérzések — A Dundntuli Regiondlis Vizm( Zrt. vagyonérték meg6rzé és gyarapito tevé-
kenységének utdellenbrzése
16011  Utdellenbrzések — A Tiszamenti Regionalis VizmU Zrt. vagyonérték megérzd és gyarapitd tevé-
kenységének utdellenbrzése
16012  Utdellendrzések — Az Eszakmagyarorszagi Regionalis Vizm( Zrt. vagyonérték megérzé és gyara-
pité tevékenységének utdellenbrzése
16013  Utdellendrzések — Az Eszakdunantuli Vizm(i Zrt. vagyonérték meg6rz6 és gyarapitd tevékenysé-
gének utdellenbrzése
16014 Jelentés az dllami tulajdonban (résztulajdonban) Iév6 gazdalkodd szervezetek vagyonmegdrzési
és gazdalkodasi tevékenységének ellendrzésérsl - FOKEFE Kdzhaszni Nonprofit Kft.
16016 Jelentés az dllami tulajdonban (résztulajdonban) lévé gazdalkodd szervezetek vagyonmegérzési
és gazdalkodasi tevékenységének ellendrzésérsl - Uj Nemzedék Kozpont Nonprofit Kézhasznu
Kft.
16046 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazddlkodd szervezetek vagyonmeg6r-
zési és gazddlkodasi tevékenységének ellendrzése - Pro Rekreatione Kézhasznu Nonprofit Kft.
16063  Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazddlkodd szervezetek vagyonmeg6r-
zési és gazddlkodasi tevékenységének ellendrzése — Magyar Nemzeti Filmalap Kézhasznd Non-
profit Zrt.
16092  Jelentés- Az allami tulajdonban (résztulajdonban) Iévd gazdalkodd szervezetek vagyonmegsrzé-
si és gazddlkodasi tevékenységének ellenérzése — KINCSINFO Kincstari Informatikai NKft.
16093 Jelentés - Az allami tulajdonban (résztulajdonban) Iévé gazddlkodo szervezetek vagyonmeg6r-
zési és gazddlkodasi tevékenységének ellendrzése - Kiving Kft.
16094  Jelentés - Az allami tulajdonban (résztulajdonban) Iévé gazddlkodo szervezetek vagyonmeg6r-

zési és gazdalkodasi tevékenységének ellenbrzése - Nitrokémia Kérnyezetvédelmi Tandcsado és
Szolgaltatd Zrt.
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16100 Jelentés - Az allami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmeg6r-
zési és gazddlkoddsi tevékenységének ellenbrzése - Bay Zoltdn Kézhasznu Nonprofit Kft.

16101 Jelentés - Az dllami tulajdonban (résztulajdonban) lévé gazddlkodo szervezetek vagyonmeg6r-
zési és gazddlkoddsi tevékenységének ellenérzése - ERFO Koézhasznu Nonprofit Kft.

16118 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmeg6r-
zési és gazdalkoddsi tevékenységének ellendrzése - NKOV Nonprofit Kft.

16122 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmeg6r-
zési és gazdalkodasi tevékenységének ellenérzése - Monostori Eréd NKft.

16123 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmegGr-
zési és gazdalkodasi tevékenységének ellenbrzése - Széchenyi Programiroda NKft.

16126 Jelentés - Utdellendrzések — Az allami vagyon feletti tulajdonosi joggyakorldssal kapcsolatos
tevékenységek utdellenbrzésérd|

16128 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmegGr-
zési és gazdalkodasi tevékenységének ellenbrzése - Orszagos Foglalkoztatasi Kozhasznu Non-
profit Kft.

16132 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmegGr-
zési és gazdalkodasi tevékenységének ellenérzése - Educatio Tarsadalmi Szolgaltatd Nonprofit
Kft.

16137  Jelentés - Az dllami tulajdonban (résztulajdonban) lévé gazdalkodo szervezetek vagyonmeg6r-
zési és gazddlkodadsi tevékenységének ellenérzése - Hortobagyi Természetvédelmi és Génmeg-
6rz6 Nonprofit Kft.

16142 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmeg6r-
zési és gazddlkoddsi tevékenységének ellenbrzése - Zsigmondy Vilmos Harkanyi GydgyfirdSkér-
haz Nonprofit Kft.

16145 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmeg6r-
zési és gazddlkodadsi tevékenységének ellenbrzése - Fogyatékos Személyek Esélyegyenl&ségéért
Kdzhasznu Nonprofit Kft.

16162 Jelentés - Duna Palota Kulturdlis Kiemelked6en K&zhasznu Nonprofit Kft. — Az dllami tulajdon-
ban (résztulajdonban) Iév6 gazdalkodd szervezetek vagyonmegdrzési és gazdalkodasi tevékeny-
ségének ellenbrzése

16168 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmegGr-
zési és gazdalkodasi tevékenységének ellenbrzése - Magyar Légiment6 Nonprofit Kft.

16169 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmegGr-
zési és gazdalkodasi tevékenységének ellenbrzése - Belligyminisztérium HEROS Javito, Gyarto,
Szolgdltatd és Kereskedelmi Zrt.

16176 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmegGr-
zési és gazddlkodadsi tevékenységének ellenbrzése — Bihari Szocidlis Szolgaltatd Nonprofit Kft.

16177 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodo szervezetek vagyonmeg6r-
zési és gazddalkodasi tevékenységének ellenbrzése — Hajdusagi Szocidlis Szolgaltaté Nonprofit
Kft.

16185 Jelentés - Az dllami tulajdonban (résztulajdonban) lévé gazdalkodo szervezetek vagyonmeg6r-
zési és gazddalkodasi tevékenységének ellenbrzése — ELI-HU Kutatasi és Fejlesztési Nonprofit Kft.

16191 Jelentés - Az dllami tulajdonban (résztulajdonban) Iévé gazdalkodd szervezetek vagyonmeg6r-
zési és gazdalkodasi tevékenységének ellendrzése - Allami Vagyonnyilvantartasi Kft.

Analyses, studies

T/407 Elemzés a tobbségi dllami tulajdonu gazdasagi tarsasdgok korében végzett integritds felmérés eredményeird|
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Reports

16002 Jelentés a kozponti alrendszer egyes intézményei pénzigyi és vagyongazdalkodasanak ellen8rzésérél - Zala
Megyei Kérhaz

16003 Jelentés a kdzponti alrendszer egyes intézményei pénzigyi és vagyongazdalkoddsanak ellendrzésérél - Péter-
fy Sdndor Utcai Kérhaz-Rendel§intézet és Baleseti Kbzpont

16004 Jelentés a kdzpont alrendszer egyes intézményei pénzigyi és vagyongazdalkodasanak ellenérzésérdl - Jahn
Ferenc Dél-pesti Kérhaz és Rendeldintézet

16005 Jelentés a kdozponti alrendszer egyes intézményei pénzigyi és vagyongazdalkoddsanak ellenérzésérél - Szent
Janos Kérhéz és Eszak-budai Egyesitett Korhazak

16032 Jelentés - A Nemzeti Rehabilitacios és Szocidlis Hivatal pénzigyi és vagyongazdalkodasanak ellenérzésérél

16045 Jelentés - A Nemzeti Fogyasztovédelmi Hatdsag ellenérzésérdl készult jelentés javaslatai hasznosuldsanak
utéellenérzésérdl

16049 Jelentés - A kdzponti alrendszer egyes intézményei pénzigyi és vagyongazdalkodasanak ellenbrzésérdl —
Katai Gabor Korhaz

16050 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenérzése — Bor-
sod-Abauj-Zemplén Megyei Kérhaz és Egyetemi Oktatd Kérhaz

16051 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasdnak ellenbrzése — Bacs-
Kiskun Megyei Kérhaz a Szegedi Tudomanyegyetem Altaldnos Orvostudomanyi Kar Oktatd Kérhaza

16064 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenbrzése - Alkot-
manybirésag

16065 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenérzése - Koz-
ponti Statisztikai Hivatal

16066 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenérzése - Nyugat-
dunantuli Vizlgyi Igazgatdsag

16067 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenérzése — Nem-
zeti Kozlekedési Hatdsag

16068 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkoddsanak ellenérzése — Csong-
rad Megyei Egészségiigyi Ellato Kdzpont

16069 Jelentés - A kozponti alrendszer egyes intézményei pénziigyi és vagyongazdalkoddsdnak ellendrzése - Eszak-
dunantuli Vizlgyi lgazgatdsag

16070 Jelentés a Szellemi Tulajdon Nemzeti Hivatala pénzlgyi és vagyongazdalkodasanak, a HIPAvilon Nkft-vel
fenndlld szerz6déses kapcsolatai szabalyszerliségének és a kozds jogkezel§ szervezetekkel kapcsolatos fel-
adatellatasanak ellendrzésérdl

16071 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenbrzése - Also-
Tisza-vidéki Vizligyi lgazgatosag

16072 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellendrzése - Felsd-
Tisza-vidéki Vizlgyi Igazgatdsag

16073 Jelentés - A kdzponti alrendszer egyes intézményei pénziigyi és vagyongazdalkoddsanak ellendrzése - Kbzép-
Tisza-vidéki Vizligyi lgazgatosag

16078 Jelentés - A kbzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenbrzése — Nem-
zeti Ado- és Vamhivatal Képzési, Egészségiigyi és Kulturdlis Intézete

16079 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenérzése - Eszak-
magyarorszagi Vizlgyi lgazgatdsag

16106 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenrzése — Szent
Lazar Megyei Kérhaz, Salgotarjan

16107 Jelentés - Koztestuletek ellenérzése — Magyar Szabvanyugyi Testilet

16127 Jelentés - Utoellenérzések — A korhazi ellatas mikodtetésére forditott pénzeszkdzok felhasznalasanak ellen-
6rzésérél szolo jelentés utdellenbrzése

16133 Jelentés - A kdzponti alrendszer egyes intézményei pénzigyi és vagyongazdalkodasanak ellenérzése — Dr.
Piroth Endre Szocidlis Kdzpont

16134 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkoddsanak ellenérzése — Sza-
bolcs-Szatmar-Bereg Megyei Gyermekvédelmi Kézpont Tiszadob

16135 Jelentés - A kdzponti alrendszer egyes intézményei pénzigyi és vagyongazdalkodasanak ellenérzése — Zala
Megyei Szocioterapias Intézmény

16140 Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenérzése - Tud6-
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16178

16179

16235

16236

16031

16081

16082

16119

16120

16121

16138

16139

16141

16152

gyogyintézet Torokbalint

Jelentés - A humanszolgaltatast nyujto dllamhéaztartdson kivili szocidlis és kdznevelési intézmények, szolgalta-
tok fenntartdi kozponti koltségvetésbdl kapott tdmogatdsai felhasznaldsanak ellenérzése — Human-Pszicho
2002 Oktato és Szolgaltatd Nonprofit Kft.

Jelentés - A humanszolgdltatast nyujto allamhaztartason kivili szocidlis és koznevelési intézmények, szolgalta-
ték fenntartdi kozponti koltségvetésbdl kapott tdmogatdsai felhasznaldsanak ellenérzése — A Art Studid Isko-
lafenntarté Kozhasznu Nonprofit Kft.

Jelentés - A kdzponti alrendszer egyes intézményei pénzlgyi és vagyongazdalkodasanak ellenérzése - Viktor
Specialis Otthon

Jelentés - Az allami fels6oktatdsi intézmények gazdalkodasanak, mikodésének ellenbrzésérdl készilt jelenté-
sek utdellendrzése — E6tvos Lorand Tudomanyegyetem

Jelentés - Az dllami felsGoktatasi intézmények gazdalkodasanak, mikodésének ellenbrzésérél készilt jelenté-
sek utdellenérzése — Pécsi Tudomanyegyetem

Jelentés - Az dllami felsGoktatasi intézmények gazdalkodasanak, mikodésének ellenbrzésérél készilt jelenté-
sek utdellenérzése — Szent Istvan Egyetem

Jelentés - Az allami felsGoktatdsi intézmények gazdalkodasanak, mikodésének ellenbrzésérél készult jelenteé-
sek utdellenérzése — Budapesti Corvinus Egyetem

Jelentés - Az id6kozi valasztasokra forditott pénzeszkdzok felhasznaldsanak ellenérzésérdl

Jelentés - Partok gazdalkodasa - A koltségvetési tdmogatasban részesuls Parbeszéd Magyarorszagért Part
2013-2014. évi gazdalkodasa torvényességének ellendrzésérdl

Jelentés - Partok gazdalkodasa - A kdltségvetési tamogatasban részesilé Magyar Liberalis Part 2013-2014. évi
gazdalkoddsa torvényességének ellenbrzésérdl

Jelentés - A koltségvetési tdmogatdsban részesuld partalapitvanyok 2013-2014. évi gazdalkodasa torvényes-
ségének ellenérzése az Okopolisz Alapitvanynal

Jelentés - Partok gazdalkodasa - A koltségvetési tdmogatdsban részesuls partok 2013-2014. évi gazdalkodasa
torvényességének ellenbrzése a Demokratikus Koalicional

Jelentés - Partok gazdalkodasa - A koltségvetési tdmogatasban részesuld partok 2013-2014. évi gazdalkodasa
torvényességének ellenbrzése az Egyitt - a Korszakvaltok Partjanal

Jelentés - A koltségvetési tamogatasban részesild partalapitvanyok 2013-2014. évi gazdalkodasa torvényes-
ségének ellenbrzése a Gyarapodd Magyarorszagért Alapitvanynal

Jelentés - A koltségvetési tdmogatasban részesild partok 2013-2014. évi gazdalkodasa torvényességének
ellenérzése a Jobbik Magyarorszagért Mozgalomnal

Jelentés - Partalapitvanyok gazdalkodasa - A koltségvetési tdmogatdsban részesuls partalapitvanyok 2013-
2014. évi gazdalkodasa torvényességének ellendrzése a Tancsics Mihaly Alapitvanynal

Jelentés - A koltségvetési tdmogatdsban részesild partok 2013-2014. évi gazdalkodasa torvényességének
ellenérzése a Lehet Mds a Politika Partnal

Analyses, studies
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Elemzés a 2015. évi integritas felmérés felsGoktatds intézménycsoportban mért eredményeirdl

Elemzés a 2015. évi integrités felmérés Altalanos és kozépiskoldk intézménycsoportban mért eredményeirdl
Elemzés a 2015. évi integritas felmérés tudomanyos kutatas, fejlesztés intézménycsoportban mért eredmé-
nyeird|

Elemzés a 2015. évi integritas felmérés rend- és honvédelem intézménycsoportban mért eredményeirdl
Elemzés a 2015. évi integritas felmérés flggetlen dllamhatalmi szervek intézménycsoportban mért eredmé-
nyeird|

Elemzés a 2015. évi integritas felmérés terilleti igazgatdsi szervek intézménycsoportban mért eredményeirdl
Elemzés a 2015. évi integritas felmérés kormanyzati szervek intézménycsoportban mért eredményeirdl

5. “Local government sector” focus area

Reports
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Jelentés a F&varosi Onkormanyzatot és a keriileti &nkormdanyzatokat osztottan megillet bevételek 2015. évi
megosztasarol sz6ld 6nkormanyzati rendelet felllvizsgalatarol

Jelentés az dnkormanyzatok pénzigyi és vagyongazdalkodasa szabalyszer(iségének ellenbrzésérél Kiskunha-
las

Utdellenbrzések - Az 6nkormanyzatok vagyongazdalkodésa szabalyszerliségének ellenbrzésérdl szolo jelenté-
sek utdellendrzése — Makd Véros Onkormanyzata

Jelentés az dnkormdnyzatok tdébbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat ellatasat érinté
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzésérdl — Kecskeméti Termostar Hészolgdltatd Kft.
Jelentés az dnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazdalkodasi tevékenysége szabdlyszerlségének ellenbrzésérdl — Baja Energetika Kft.

Utdellendrzések - A DKV Debreceni Kdzlekedési Zrt. kdzfeladat elldtdsanak ellenérzésérél készilt jelentés
javaslatai hasznosuldsanak utdellenérzése

Utdellendrzések - A Miskolc Varosi Kozlekedési Zrt. kozfeladat elldtasanak ellenbrzésérdl készilt jelentés
javaslatai hasznosuldsanak utdellenérzése

Utdellenbrzések - A Szegedi Kozlekedési Kft. kozfeladat ellatdsanak ellenbrzésérdl készult jelentés javaslatai
hasznosuldsanak utdellenérzése

Jelentés az dnkormanyzatok pénzigyi és vagyongazdalkoddsa megfelel8ségének ellenérzésérdl — Godolld
Jelentés az dnkormanyzatok pénzigyi és vagyongazdalkodasa megfelelGségének ellenbrzésérdl — Velence
Jelentés az dnkormanyzatok pénzigyi és vagyongazdalkoddsa megfelel§ségének ellendrzésérdl — Szentes
Utdellen8rzések - Balatonboglar Varosi Onkorményzat - vagyongazdalkodas szabalyszerlségének utdellendr-
2ése

Utdellendrzések - Rackeve Varos Onkormdnyzata - vagyongazdalkodds szabdlyszeriiségének utdellenérzése
Jelentés a févarosi kozosségi kozlekedés ellendrzésérél — A févarosi kozosségi kozlekedés intézményi atalaki-
tdsdnak, a Budapesti Kozlekedési Kozpont (BKK Zrt.) létrehozdsdnak, miikodése szabdlyszerlségének ellendr-
2ése

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtdsat érinté
gazddlkodasi tevékenysége szabalyszerlségi ellenbrzése - Matészalkai Tavhdszolgaltatd Kft. 2016.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban [év6 gazdasagi tarsasagok kozfeladat ellatasat érinté
gazdalkodasi tevékenysége szabalyszerlségének ellendrzése - Ozdi TavhStermeld és Szolgéltatd Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban |évé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazddlkodasi tevékenysége szabdlyszer(iségének ellenérzése - Salgd Vagyon Salgdtarjani Onkormdényzati
Vagyonkezel§ és Tavh8szolgaltatd Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban |évé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazdalkodasi tevékenysége szabalyszerlségi ellendrzése - Sarvar Tavhd HStermeld és Szolgdltato Kft.
Jelentés - Az 6nkormdnyzatok tobbségi tulajdondban |évs gazdasagi tarsasagok kozfeladat ellatasat érinté
gazdalkodasi tevékenysége szabalyszerliségi ellenbrzése - Kapuvari HEszolgdltatd Kft.

Jelentés - Az 6nkormdnyzatok tobbségi tulajdondban |év6 gazdasagi tarsasagok kozfeladat ellatdsat érintd
gazdalkodasi tevékenysége szabalyszerliségi ellenbrzése - Makoi Kommunalis Nonprofit Kft.
Utdellenbrzések - A BKV Zrt. gazdalkodasanak ellendrzésérdl szé16 jelentés utdellendrzése

Jelentés - Az 6nkormdnyzatok pénzigyi és vagyongazdalkoddsa szabdlyszerliségének ellen6rzésérél — Sze-
rencs

Utdellendrzések - Piliscsaba Varos Onkormanyzata - vagyongazdalkodds szabalyszer(iségének utdellensrzé-
se

Utdellendrzések - Zalalévé Varos Onkormanyzata - vagyongazdalkodds szabalyszer(iségének utdellensrzése
Utdellendrzések - Kecskéd Kézség Onkormanyzata - vagyongazdalkodas szabalyszeriiségének utdellensrzése
Utdellendrzések - Matraverebély Kézség Onkormanyzata - vagyongazdélkodas szabélyszer(iségének utdel-
lenérzése

Jelentés - Az 6nkormdnyzatok pénzigyi és vagyongazdalkoddsa megfelelGségének ellenérzése — Harkany
Jelentés - Az 6nkormdnyzatok pénzigyi és vagyongazdalkodasa megfelelGségének ellenérzése — Sellye
Jelentés - A helyi nemzetiségi 6nkormanyzatok gazdalkodasa szabalyszerlségének ellenérzése — Horvat
Nemzetiségi Onkormdnyzat Sellye

Jelentés - A helyi nemzetiségi 6nkormanyzatok gazdalkodasa szabalyszerlségének ellenérzése — Sellye Ro-
ma Nemzetiségi Onkormanyzat

Jelentés - A helyi nemzetiségi 6nkormanyzatok gazdalkodasa szabalyszerliségének ellenrzése — GodollGi
Lengyel Nemzetiségi Onkormanyzat

Jelentés - A helyi nemzetiségi 6nkormdnyzatok gazddlkodasa szabalyszerliségének ellenérzése — GodollGi
Német Nemzetiségi Onkormanyzat
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Jelentés - A helyi nemzetiségi 6nkormdnyzatok gazddlkoddsa szabalyszerlségének ellenérzése — GodollGi
Roma Nemzetiségi Onkormdnyzat

Jelentés - Utdellenbrzések — az dnkormanyzatok vagyongazdalkodasa szabalyszerliségének ellenbrzésérdl
52016 jelentések utdellen8rzésérsl — Bugac Nagykdzségi Onkormanyzat

Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iévé gazdasagi tarsasagok kozfeladat ellatasat érinté
gazddalkodasi tevékenysége szabalyszerlségének ellenérzése — Komaromi Tavhd8szolgaltatd Kft .

Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iévé gazdasagi tarsasagok kozfeladat ellatasat érintd
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzése — Mori H6termeld- és Szolgdltatod Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban |évé gazdasagi tarsasagok kozfeladat elldtasat érintd
gazdalkodasi tevékenysége szabdlyszerliségének ellenérzése — Varosizemeltetd és Fenntartd Kft. (Moson-
magyarovar

Jelentés - Az bnkormanyzatok tobbségi tulajdondban 1évé gazdasagi tarsasagok ko zfeladat elldtasat érinté
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzése — EVAT Egri Vagyonkezel§ és Tavflits Zrt.
Jelentés - Az bnkormanyzatok pénzlgyi és vagyongazdalkodasa megfelel§sségének ellenbrzése - Bugac
Jelentés - A helyi nemzetiségi dnkormanyzatok gazdalkodasa szabalyszerliségének ellenbrzése — Szentesi
Roma Nemzetiségi Onkormanyzat

Jelentés - A helyi nemzetiségi dnkormanyzatok gazdalkodasa szabdlyszer(iségének ellenérzése — Harkanyi
Horvat Nemzetiségi Onkorméanyzat

Jelentés - A helyi nemzetiségi dnkormanyzatok gazdalkodasa szabdlyszerliségének ellenérzése — Harkanyi
Német Nemzetiségi Onkormanyzat

Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iévé gazdasagi tarsasagok kozfeladat ellatasat érintd
gazddlkodasi tevékenysége szabdlyszer(iségének ellendrzése — Szent Kristof Szakrendels Ujbudai Egészség-
Ugyi Szolgdltatd Kozhasznu NKft.

Jelentés - Utdellenérzések - Tar Kozség Onkormdnyzata belsé kontrollrendszere kialakitdsédnak, egyes kont-
rolltevékenységek és a belsé ellenérzés mikodésének utdellendrzése

Jelentés - Utdellenérzések - Kisapostag Kozség Onkorményzata belsd kontrollrendszere kialakitdsanak, egyes
kontrolltevékenységek és a belsé ellenérzés mikodésének utdellendrzése

Jelentés - Utdellen8rzések - Csabdi Kozség Onkormanyzat belss kontrollrendszere kialakitdsédnak, egyes kont-
rolltevékenységek és a belsd ellenbrzés mikodésének utdellenbrzése

Jelentés - Utdellendrzések - Szirdk Kozség Onkormdanyzata belsé kontrollrendszere kialakitdsédnak, egyes kont-
rolltevékenységek és a belsd ellenbrzés mikodésének utdellenbrzése

Jelentés - Utdellendrzések - Villdny Varos Onkorméanyzata belsd kontrollrendszere kialakitdsanak, egyes kont-
rolltevékenységek és a belsé ellenérzés mikodésének utdellendrzése

Jelentés - Utdellen8rzések — Mdgocs Varos Onkorményzata vagyongazdalkoddsa szabdlyszer(iségének utdel-
lendrzése

Jelentés - Utdellendrzések - Janoshaza Varos Onkorményzata bels§ kontrollrendszere kialakitdsanak, egyes
kontrolltevékenységek és a belsé ellenérzés mikodésének utdellendrzése

Jelentés - Utdellenérzések - Murakeresztur Kézség Onkormanyzata belsd kontrollrendszere kialakitdsdnak,
egyes kontrolltevékenységek és a belsé ellenbrzés miikodésének utdellenbrzése

Jelentés - Utdellendrzések - Beremend Nagykdzség Onkormanyzata bels§ kontrollrendszere kialakitdsanak,
egyes kontrolltevékenységek és a belsé ellenbrzés miikodésének utdellendrzése

Jelentés - Utdellendrzések - Osi Kozség Onkormanyzata belsd kontrollrendszere kialakitdsanak, egyes kont-
rolltevékenységek és a belsd ellenbrzés miikodésének utdellenbrzése

Jelentés - Utdellenérzések -Somogygeszti Kozség Onkormanyzata belsé kontrollrendszere kialakitdsénak,
egyes kontrolltevékenységek és a belsé ellenbrzés miikodésének utdellenbrzése

Jelentés - Utdellenérzések - Szakaly Kozség Onkormanyzata belsé kontrollrendszere kialakitdsénak, egyes
kontrolltevékenységek és a belsé ellenérzés mikodésének utdellenbrzése

Jelentés - Utdellendrzések - Kétegyhdza Nagykozség Onkormdanyzata belsd kontrollrendszere kialakitdsanak,
egyes kontrolltevékenységek és a belsd ellendrzés miikodésének utdellenbrzése

Jelentés - Az 6nkormanyzatok tébbségi tulajdondban lévé gazdasdagi tarsasagok kozfeladat elldtasat érinté
gazdalkodasi tevékenysége szabalyszerlségének ellenérzése — Gotthard-Therm Firdé és Idegenforgalmi
Szolgdltatd Korldtolt Felel8sségli Tarsasag

Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iév6 gazdasagi tarsasagok kozfeladat ellatasat érinté
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzése — Szent Margit Rendel8intézet Nonprofit Kft.
Jelentés - Az dnkormanyzatok pénzlgyi és vagyongazdalkodasa megfelelGségének ellenérzésérél — Makod
Jelentés - A helyi nemzetiségi dnkormanyzatok gazdalkodasa szabalyszerliségének ellenbrzése - Makdi Roma
Nemzetiségi Onkormanyzat
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Jelentés - A helyi nemzetiségi dnkormanyzatok gazdalkodasa szabalyszerliségének ellenérzése - Makadi Ro-
man Nemzetiségi Onkormanyzat
Jelentés - Az bnkormanyzatok tobbségi tulajdondban [év6 gazdasagi téarsasagok kozfeladat elldtasat érintd

gazddlkodasi tevékenysége szabalyszerlségének ellen8rzése - Dunakeszi Kozlzemi Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iévé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazdalkodasi tevékenysége szabalyszerlségének ellenbrzése - Keszthelyi HUSZ Hulladékszallito Egyszemélyes
Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban |évé gazdasagi tarsasagok kozfeladat elldtasat érintd
gazdélkodasi tevékenysége szabdlyszer(iségi ellenérzése — DEPONIA Hulladékkezeld és Telepliléstisztasagi
Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban |évé gazdasagi tarsasagok kozfeladat elldtasat érintd
gazddlkodasi tevékenysége szabdlyszerliségének ellenérzése - VGU Salgdtarjani Hulladékgazdalkoddsi és
Varostzemeltetési Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazddalkodasi tevékenysége szabdlyszerlségének ellenbrzése - Esztergomi Koztisztasagi Szolgaltatd Kft.
Jelentés - Az bnkormanyzatok tobbségi tulajdonaban [év6 gazdasagi tarsasagok kozfeladat ellatasat érinté
gazddalkodasi tevékenysége szabalyszerlségének ellenbrzése — ARIES Ipari, Kereskedelmi és Szolgdltatd Non-
profit Kft. (Szigetszentmiklds)

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazddlkodasi tevékenysége szabdlyszerlségének ellenbrzése - Vecsési Varosgondnok Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtdsat érinté
gazdalkodasi tevékenysége szabdlyszerlségének ellenbrzése — Lenti Hulladékkezel§ Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban |évé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazddlkodasi tevékenysége szabalyszerlségének ellenbrzése — Nagykunsagi Kornyezetvédelmi, Terlletfejlesz-
tési és Szolgdltatd Kft. (Karcag)

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban Iév6 gazdasagi tarsasagok kozfeladat ellatasat érintd
gazddalkodasi tevékenysége szabdlyszerlségének ellenbrzése — ZALA-DEPO Hulladékgazdalkodasi és Kornye-
zetvédelmi Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtdsat érinté
gazdalkodasi tevékenysége szabalyszerlségének ellenbrzése — BFTK Budapesti Fesztival- és Turisztikai Koz-
pont NKft.

Jelentés - Az bnkormanyzatok pénzlgyi és vagyongazdalkodasa megfelel§ségének ellendrzése - Rétsag
Jelentés - Az bnkormanyzatok tobbségi tulajdonaban |évé gazdasagi tarsasagok kozfeladat elldtasat érinté
gazdalkodasi tevékenysége szabalyszerlségének ellenérzése — Hirds Agdra Kulturalis és Ifjusagi Kdzpont
Nonprofit Kft.

Jelentés - Az dnkormanyzatok tobbségi tulajdondban [év6 gazdasagi tarsasdgok kozfeladat elldtdsat érintd
gazddalkodasi tevékenysége szabdlyszerlségének ellenbrzése — K8szegi Varostuzemeltetd és Kommunalis Szol-
galtatd Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtdsat érinté
gazdalkodasi tevékenysége szabalyszerliségének ellenérzése — Gyomakozszolg Kommunalis Kozszolgaltatd
Nonprofit Kft.

Jelentés - Az bnkormanyzatok gazdasagi tarsasagai Az 6nkormanyzatok tobbségi tulajdondban lévs gazdasagi
tarsasagok kozfeladat ellatasat érinté gazdalkodasi tevékenysége szabalyszerliségének ellenbrzése — NHSZ
Dabas Hulladékgazdalkodasi Kft.

Jelentés - Az dnkormanyzatok gazdasagi tarsasagai Az dnkormanyzatok tobbségi tulajdonaban Iévé gazdasagi
tarsasagok kozfeladat ellatasat érint6 gazdalkodasi tevékenysége szabalyszerliségének ellenbrzése — Maros
EpitSipari és Kommundlis Nonprofit Kft.

Jelentés - Az bnkormanyzatok gazdasagi tarsasagai Az 6nkormanyzatok tobbségi tulajdondban |évé gazdasagi
tarsasagok kozfeladat ellatasat érinté gazdalkodasi tevékenysége szabdlyszerlségének ellenbrzése - Torok-
szentmiklési Kommunadlis Szolgaltatd Nonprofit Kft.

Jelentés - Az dnkormanyzatok gazdasagi tarsasagai Az dnkormanyzatok tobbségi tulajdonaban Iévé gazdasagi
tarsasagok kozfeladat ellatasat érintd gazdalkodasi tevékenysége szabalyszerliségének ellendrzése - Hajdu-
szoboszIldi Varosgazdalkodasi Nonprofit Zrt.

Jelentés - Utdellendrzések Fabidnsebestyén Kozségi Onkormanyzat belsd kontrollrendszerének kialakitasa,
valamint egyes kontrolltevékenységek és a belsé ellenbrzés mikodésének utdellenbrzése

Jelentés - Utdellendrzések Ersekvadkert Kozség Onkormanyzata belsé kontrollrendszerének kialakitasa, vala-
mint egyes kontrolltevékenységek és a belsd ellenbrzés miikodésének utdellenbrzése
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Jelentés - K&roshegy Kozség Onkormdényzata belsd kontrollrendszere kialakitdsanak, egyes kontrolltevékeny-
ségek és a belsd ellen8rzés mikodésének utdellenbrzése

Jelentés - Hajdubagos Kozség Onkormanyzata belsé kontrollrendszere kialakitdsédnak, egyes kontrolltevé-
kenységek és a belsé ellenérzés mikodésének utdellenbrzése

Jelentés - Az 6nkormanyzatok gazdasagi tarsasagai - Az donkormanyzatok tébbségi tulajdondban |évé gazdasa-
gi tarsasagok gazdadlkodasanak ellenérzése — DVG Dunaujvarosi Vagyonkezeld Zrt.

Jelentés - A helyi nemzetiségi dnkormanyzatok gazdalkodasa szabdlyszerliségének ellenérzése — Rétsag Varos
Cigdny Nemzetiségi Onkormanyzata

Jelentés - A helyi nemzetiségi dnkormanyzatok gazdalkodasa szabdlyszerliségének ellenérzése — Rétsag Varos
Szlovak Nemzetiségi Onkormanyzata

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban Iévé gazdasagi tarsasagok kozfeladat ellatasat érintd
gazddlkodasi tevékenysége szabdlyszer(iségének ellendrzése — Herpaly-Team EpitSipari és Szolgaltatd Kft.
Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban Iévé gazdasagi tarsasagok kozfeladat ellatdsat érinté
gazdalkoddsi tevékenysége szabalyszerlségének ellenérzése — Szentes Varosi Szolgéltatd Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban |évs gazdasagi tarsasagok kozfeladat elldtdsat érintd
gazddlkodasi tevékenysége szabdlyszerlségének ellenérzése — Jaszapati Varostzemeltetd Nonprofit Kft.
Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iévé gazdasagi tarsasagok kozfeladat ellatasat érintd
gazdalkodasi tevékenysége szabdlyszerliségének ellenérzése — Balatonalmadi Kommunalis és Szolgaltatd
Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban Iévé gazdasagi tarsasagok kozfeladat ellatdsat érinté
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzése — Kisujszallasi Varosgazdalkodasi Nonprofit Kft.
Jelentés - Az 6nkormanyzatok tobbségi tulajdondban Iévé gazdasagi tarsasagok kozfeladat elldtasat érintd
gazddlkodasi tevékenysége szabdlyszerlségének ellenérzése - Balassagyarmati Varosiuzemeltetési Nonprofit
Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban 1évs gazdasagi tarsasagok gazdalkodasanak ellendrzése
— Kaposvari Nagypiac Kft.

Jelentés - Az 6nkormanyzatok belsd kontrollrendszere kialakitdsanak és miikodtetésének ellenérzése — Al-
masfizitd

Jelentés - Az 6nkormanyzatok belsé kontrollrendszere kialakitdsdanak és miikodtetésének ellenérzése — Duna-
szeg

Jelentés - Az 6nkormanyzatok belsé kontrollrendszere kialakitdsdnak és m(ikodtetésének ellenérzése — Fot
Jelentés - Az 6nkormanyzatok belsé kontrollrendszere kialakitdsdnak és miikodtetésének ellenérzése — Szaz-
halombatta

Jelentés - Az 6nkormanyzatok belsé kontrollrendszere kialakitdsdnak és mikodtetésének ellenbrzése — To-
rokszentmiklds

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban [év6 gazdasagi tarsasagok gazdalkodasanak ellendrzése
— Kecskeméti TISZK Integralt Szakképz6 Kdzpont Nonprofit Kdzhasznu Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban Iévs gazdasagi tarsasagok kozfeladat ellatasat érinté
gazdélkodasi tevékenysége szabdlyszeriiségének ellendrzése — KOVA-KOM Nonprofit Zrt.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban [év6 gazdasagi tarsasdgok kozfeladat elldtasat érintd
gazddlkodasi tevékenysége szabdlyszerlségének ellenérzése — Csongradi Kozm(i Szolgdltatd Kft.

Jelentés - Az dnkormdnyzatok tobbségi tulajdondban lév6 gazdasagi tarsasagok gazdalkodasanak ellendrzése
— AGORA Nonprofit Kft.

Jelentés - TavhGszolgaltatok ellenérzése - Puspokladanyi Varostizemeltetd és Gyodgyfurdd Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iév6 gazdasagi tarsasagok kozfeladat ellatasat érintd
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzése — Varpalotai Koziizemi Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban Iév6 gazdasagi tarsasagok kozfeladat ellatasat érintd
gazdalkodasi tevékenysége szabdlyszerlségének ellendrzése - HODFO Hédmezvasarhelyi Foglalkoztatd
Kbzhasznu Nonprofit Kft.

Jelentés - TavhGszolgaltatok ellenérzése - Hodmez&vasarhelyi Vagyonkezel§ és Szolgaltatd Zrt.

Jelentés - Az 6nkormanyzatok tébbségi tulajdondban lévé gazdasdgi tarsasagok kozfeladat elldtasat érinté
gazdalkoddsi tevékenysége szabalyszerliségének ellenbrzése - Eleki Hulladékgazdalkodasi Nonprofit Kft.
Jelentés - Az dnkormdnyzatok belsd kontrollrendszere kialakitdsanak és miikodtetésének ellenbrzése — Arld
Jelentés - Az 6nkormanyzatok pénzlgyi gazdalkodasi helyzetének, szabdlyszerliségének utdellenbrzése —

Flzesabony
Jelentés - Esztergom Véros Onkormanyzata addssdgrendezési eljdrdsanak ellenérzése

Jelentés - Gonc Véaros Onkorméanyzata addssagrendezési eljdrasanak ellenérzése
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Jelentés - Nagydobos Kézség Onkormanyzata addssdgrendezési eljarasanak ellenérzése

Jelentés - Nemesvid K6zség Onkormdanyzata addssdgrendezési eljdrasanak ellendrzése

Jelentés - Sata Kozség Onkormdényzata addssagrendezési eljarasanak ellenérzése

Jelentés - Selyeb Kozség Onkormdanyzata addssdgrendezési eljarasanak ellendrzése

Jelentés - Verseg Kozség Onkorményzata addssagrendezési elidrasanak ellendrzése

Jelentés - Megyei hatokord varosi mizeumok ellendrzése — Déri Muzeum, Debrecen

Jelentés - Megyei hatokord varosi mizeumok ellendrzése — Damjanich Janos Muzeum, Szolnok

Jelentés - Megyei hatokord varosi mizeumok ellen8rzése —Jdsa Andras Mlzeum, Nyiregyhaza

Jelentés - Megyei hatokord varosi muzeumok ellendrzése — Romer Fléris Mlvészeti és Torténeti Muzeum,
Gy6r

Jelentés - Megyei hatokord varosi mizeumok ellen8rzése — Wosinsky Mér Megyei Mlzeum, Szekszard
Jelentés - Megyei hatokord varosi mizeumok ellendrzése — Ferenczy Muzeum, Szentendre

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban |évd gazdasagi tarsasagok gazdalkoddsanak ellendrzése
— Tettye Forrashaz Pécsi Varosi Vizikdzm( Uzemeltetési Zrt.

Jelentés - Az bnkormanyzatok gazdasdgi tarsasagai — Az dnkormanyzatok tébbségi tulajdondban [év6 gazda-
sagi tarsasagok gazdalkodasanak ellendrzése — Pécsi Nemzeti Szinhdz Nonprofit Kft.

Jelentés - Utdellendrzések — Tarnabod Kézségi Onkormdnyzat belsé kontrollrendszerének kialakitdsa, vala-
mint egyes kontrolltevékenységek és a belsd ellenbrzés mikodésének utdellenbrzése

Jelentés - Utdellendrzések — Cibakhaza Nagykozségi Onkorményzat belsd kontrollrendszerének kialakitasa,
valamint egyes kontrolltevékenységek és a belsé ellendrzés miikodésének utdellenbrzése

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban [év6 gazdasagi tarsasdagok gazdalkodasanak ellenérzése
— kecskeméti STADION Sportlétesitményeket Mkodteté Nonprofit Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban [év6 gazdasagi tarsasdgok kozfeladat elldtdsat érintd
gazdalkodasi tevékenysége szabdlyszerlségének ellenbrzése — Dunaujvarosi Viz-, Csatorna- H6szolgaltatd Kft.
Jelentés - A vagyongazdalkodas szabalyszer(iségének utdellenbrzés - H6gyész

Jelentés - Utdellendrzések- Jdnossomorja Varos Onkormanyzata vagyongazdalkodasa szabélyszer(iségének
utéellenérzése

Jelentés - Utdellendrzések- Rékdczifalva Varos Onkormanyzat vagyongazdalkoddsa szabalyszer(iségének
utéellenérzése

Jelentés - A bels6 kontrollrendszer kialakitdsanak, egyes kontrolltevékenységek és a belsé ellenbrzés mUiko-
désének utdellenérzése - Sarand

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtdsat érinté
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzése — Kaposvari Hulladékgazdalkodasi Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban [év6 gazdasagi tarsasagok kozfeladat ellatasat érinté
gazdalkodasi tevékenysége szabdlyszer(iségének ellenérzése — Kaposvar Jégcsarnok Fejlesztd és Uzemeltetd
Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok kozfeladat elldtdsat érintd
gazddalkodasi tevékenysége szabdlyszerlségének ellenérzése — Dunanett Dunaujvarosi Regiondlis Kdztisztasa-
gi és Hulladékkezeld, Szolgdltatd Nonprofit Kft.

Jelentés - Megyei hatokord varosi mizeumok ellendrzése - Gocseji Muzeum, Zalaegerszeg

Jelentés - Megyei hatdkord varosi mizeumok ellendrzése - Kuny Domokos Muzeum, Tata

Jelentés - Megyei hatdkord varosi muzeumok ellendrzése - Mdra Ferenc Muzeum, Szeged

Jelentés - Utdellenbrzések - Az dnkormanyzatok pénzigyi gazdalkodasi helyzetének, szabalyszerlségének,
utdellendrzése - Uifehértd

Jelentés - Az dnkormanyzatok belsé kontrollrendszere kialakitdsanak és mikodtetésének ellenérzése — Ka-
zincbarcika

Jelentés - Az bnkormanyzatok belsé kontrollrendszere kialakitdsanak és miikodtetésének ellenérzése — Gyor
Jelentés - Az dnkormanyzatok belsé kontrollrendszere kialakitdsanak és mikodtetésének ellenérzése — Buda-
pest Févaros IV. Kertlet Ujpest

Jelentés - Az bnkormanyzatok belsé kontrollrendszere kialakitdsanak és mikodtetésének ellenérzése — Ve-
csés

Jelentés - Az dnkormanyzatok belsé kontrollrendszere kialakitdsanak és mikodtetésének ellenérzése — Duna-
keszi

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasdgok gazdalkodasanak ellenbrzése
— Térségi Hulladék-Gazdalkodasi Kft.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban |évé gazdasagi tarsasagok gazdalkodasanak ellenbrzése
— MIHO Miskolci H8szolgaltatd Kft.
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16250

16251
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16253

16254

16255

16256

16257

16258

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban |évs gazdasagi tarsasagok gazdalkodasanak ellendrzése
— MIVIZ Miskolci Vizm(i Kft.

Jelentés - Megyei hatokord varosi mizeumok ellendrzése - Janus Pannonius Muzeum, Pécs

Jelentés - Megyei hatokor( varosi mizeumok ellendrzése - Rippl-Rénai Megyei Hatdkor( Varosi Muzeum,
Kaposvar

Megyei hatokorl varosi muzeumok ellenérzése - Dobd Istvan Varmuzeum, Eger

Jelentés - Megyei hatokord varosi mizeumok ellendrzése - Dornyay Béla Muzeum, Salgdtarjan

Jelentés - Megyei hatokorl varosi mizeumok ellen8rzése - Munkacsy Mihdly Mlzeum, Békéscsaba

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban 1évd gazdasagi tarsasagok gazdalkodasanak ellendrzése
—Szentlérinci Kozlizemi Nonprofit Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban 1évd gazdasagi tarsasagok gazdalkodasanak ellendrzése
— NYIRSEGVIZ Nyiregyhdza és Térsége Viz- és Csatornamd Zrt.

Jelentés - Az bnkormanyzatok tobbségi tulajdondban Iév6 gazdasagi tarsasagok kozfeladat ellatasat érintd
gazddlkodasi tevékenysége szabdlyszer(iségének ellendrzése — BACSVIZ Viz- és Csatornaszolgaltatd Zrt.
Jelentés - Az 6nkormanyzatok tobbségi tulajdondban Iévé gazdasagi tarsasagok kozfeladat elldtasat érintd
gazdalkodasi tevékenysége szabdlyszerlségének ellenérzése — Hirds Sport Szabadidé Létesitményeket M-
kodtetd és Szolgaltatd Nonprofit Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban |évd gazdasagi tarsasagok gazdalkoddsanak ellendrzése
— Székesfehérvar Varosgondnoksaga Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban |évd gazdasagi tarsasagok gazdalkoddsanak ellendrzése
—SZEPHO Székesfehérvari Eplletfenntartd és HEszolgéltatd Zrt.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban 1évS gazdasagi tarsasagok gazdalkodasanak ellendrzése
— Tatabanya Eré6mU Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban |évd gazdasagi tarsasagok gazdalkoddsanak ellendrzése
— TUke Busz K6zosségi Kozlekedési Zrt.

Jelentés - Az bnkormanyzatok tobbségi tulajdonaban Iévé gazdasagi tarsasag ok gazdalkodasanak ellenérzése
— BAKONYKARSZT Viz- és Csatornam Zrt.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban 1évd gazdasagi tarsasagok gazdalkodasanak ellendrzése
— Kittenberger Kalman” Novény és Vadaspark Szolgdltatd Kézhaszni Nonprofit Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban 1év6 gazdasagi tarsasdgok gazdalkoddsanak ellendrzése
— KAVIZ Kaposvari Viz- és Csatornam(i Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban [év6 gazdasagi tarsasagok gazdalkoddsanak ellendrzése
— Kaposvari Kozlekedési Zrt.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban Iév6 gazdasagi tarsasagok gazdalkoddsanak ellendrzése
— Pécs Holding Varosi Vagyonkezel§ Zrt.

Jelentés - Az 6nkormanyzatok tobbségi tulajdondban 1évé gazdasagi tarsasdgok gazdalkodasanak ellendrzése
— Dunaujvarosi Szennyviztisztitd Szolgaltatod Kft.

Jelentés - Az 6nkormanyzatok tobbségi tulajdonaban |évd gazdasagi tarsasagok gazdalkoddsanak ellendrzése
—Szolnoki Varosfejleszté Zrt.

Analyses, studies

T/400
T/403

T/406
T/408

Elemzés a 2015. évi integritas felmérés helyi 6nkormanyzatok intézmeénycsoportban mért eredményeirdl
Elemzés a 2015. évi integritas felmérés dvodak, bolcs6dék intézménycsoportokban mért eredményeirdl
Elemzés a 2015. évi integritds felmérés szabadidds és sport intézmények intézménycsoportban mért ered-
ményeird|

Elemzés a 2015. évi integritas felmérés kulturalis intézmények csoportban mért eredményeirdl

99


https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16238.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16238.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16239.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16240.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16240.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16241.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16242.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16243.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16244.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16244.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16245.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16245.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16246.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16246.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16247.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16247.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16247.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16248.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16248.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16249.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16249.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16250_1.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16250_1.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16251.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16251.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16252.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16252.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16253.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16253.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16254.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16254.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16255.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16255.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16256.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16256.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16257.pdf?ctid=762
https://www.asz.hu/storage/files/files/%C3%96sszes%20jelent%C3%A9s/2016/16257.pdf?ctid=762
https://www.asz.hu/storage/files/files/Publikaciok/Elemzesek_tanulmanyok/2016/07_int_felmeres_onkorm.pdf?ctid=976
https://www.asz.hu/storage/files/files/Publikaciok/Elemzesek_tanulmanyok/2016/ovodak_bolcsodek_elemzes.pdf?ctid=976
https://www.asz.hu/storage/files/files/Publikaciok/Elemzesek_tanulmanyok/2016/szabadido_sport_tanulmany.pdf?ctid=976
https://www.asz.hu/storage/files/files/Publikaciok/Elemzesek_tanulmanyok/2016/szabadido_sport_tanulmany.pdf?ctid=976
https://www.asz.hu/storage/files/files/Publikaciok/Elemzesek_tanulmanyok/2016/integritas_kulturalis_intezmenyek.pdf?ctid=976

Annexes

B ANNEX III: LIST OF ABBREVIATIONS

Organisations
AEEK
AKK

SAO

BM

DMVR Zrt.
DRV Zrt.
UN
EUROSAI
EDV Zrt.
ERV Zrt.
FM

IDI
INTOSAI
KIM

Public Procurement Arbitration Board

KSH

KT

MAK
MEKH
MKVK
MNB
MNYV Zrt.
Hungarian Academy of Sciences
MTI OS
NAIH
NAV
NAV KEKI

NFA
NFH
NFM
NGM
NHKV
NKE
NKH
NRSZH
OBH
OECD
NA

National Healthcare Centre

Government Debt Management Agency

State Audit Office of Hungary

Ministry of the Interior

Danube Regional Waterworks Ltd.

Southern Transdanubian Regional Waterworks Ltd.
United Nations

European Organisation of Supreme Audit Institutions
Northern Transdanubian Waterworks Ltd.

Northern Hungarian Regional Waterworks Ltd.
Ministry of Rural Development

INTOSAI Development Initiative

International Organisation of Supreme Audit Institutions
Ministry of Public Administration and Justice

For the settlement of legal disputes affecting public procurement procedures,
the legislator has established an organisation with a special legal status — the
Public Procurement Arbitration Board —, the competences of which are defined
in Article 145(2)—(3) of Act CXLIlI of 2015 on Public Procurement (hereinafter:
PPA).

Hungarian Central Statistical Office

Fiscal Council

Hungarian State Treasury

Hungarian Energy and Public Utility Regulatory Authority
Chamber of Hungarian Auditors

National Bank of Hungary

Hungarian National Asset Management Inc.

Hungarian Academy of Sciences

National Press Service of the Hungarian News Agency
National Authority for Data Protection and Freedom of Information
National Tax and Customs Administration

Training, Health and Cultural Institute of the National Tax and Customs
Administration

National Land Fund Management Organisation

Hungarian Authority for Consumer Protection

Ministry of National Development

Ministry for National Economy

National Waste Management Coordination and Asset Management Ltd.
National University of Public Service

National Transport Authority

National Office for Rehabilitation and Social Affairs

National Office for the Judiciary

Organisation for Economic Cooperation and Development

National Assembly
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ONYF
PESZK
SZMGYK
SZTNH
TRV Zrt.
VSO
ZMSZI

Legislation
Resolution No. 31/2015 (VII. 7.) OGY

Government Decree No. 1660/2015 (IX. 15.)

Fundamental Law

Act on Public Finances
SAO Act

Avr.

Criminal Proceedings Act
Bkr.

Economic Stability Act

Information Security Act

Privacy Act

PPA
Auditor Act

Party Act
Parties

Accounting Act

Other
GDP

Central Administration of National Pension Insurance

Dr. Piroth Endre Social Services

Szabolcs-Szatmar-Bereg County Child Protection Centre Tiszadob
Hungarian Intellectual Property Office

Tisza Regional Waterworks Ltd.

Viktor Special Home

Zala County Socio-therapy Institution

Resolution No. 31/2015 (VII. 7.) OGY of the National Assembly on the promotion
of the bid for the 2024 Summer Olympic and Paralympic Games to be held in
Budapest

Government Decision No. 1660/2015 (IX. 15.) on the Renewal of the
Remuneration System of the Senior Officers of Business Associations in Majority
State Ownership

The Fundamental Law of Hungary (25 April 2011)
Act CXCV of 2011 on Public Finances
Act LXVI of 2011 on the State Audit Office of Hungary

Government Decree No. 368/2011 (XII. 31.) on the Implementation of the Act on
Public Finances

Act XIX of 1998 on Criminal Proceedings

Government Decree No. 370/2011 (XII. 31.) on the Internal Control System and
on the Internal Audit of Central Budgetary Institutions

Act CXCIV of 2011 on the Economic Stability of Hungary

Act L of 2013 on the Electronic Information Security of Central and Local
Government Agencies

Act CXIl of 2011 on Informational Self-Determination and Freedom of
Information

Act CXLIII of 2015 on Public Procurement

Act XLIV of 2016 amending Act LXXV of 2007 on the Chamber of Hungarian
Auditors, the Activities of Auditors and the Public Oversight of Auditors, and on
Certain Financial Acts

Act XXXIII of 1989 on the Operation and Financial Management of Political

Act C of 2000 on Accounting Government Decree No. 1660/2015

Gross Domestic Product
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INDEPENDENT AUDITOR’S REPORT

to the management and governing body of the State Audit Office of Hungary

Opinion

We have audited the accompanying 2016 annual budgetary statements of the budget heading for the State Audit
Office of Hungary (hereinafter: SAO), which comprise the following statements audited by us:

— The 2016 budget report, in which the realised budgetary revenue is HUF 9,359,457 thousand, and the
realised budgetary expenditure is HUF 8,734,381 thousand.

— The 2016 residue statement, in which total residue is HUF 647,717 thousand.

— Additional data reporting (accounts); the balance sheet statement prepared for 31 December 2016,
showing a balance sheet total of HUF 4,029,190 thousand; a profit and loss statement for the year then
ended, showing a loss for the year of HUF —197,934 thousand; notes on the accounts.

In our opinion, the attached annual budgetary statement provides a true and fair view of the execution of the
SAQO’s 2016 budget, of the SAQ’s assets and financial standing as at 31 December 2016 and of the SAO’s
income position for the budget year then ended, in accordance with Act C of 2000 on Accounting (hereinaf-
ter: Accounting Act) and with Government Decree No. 4/2013 (lI. 11.) on Public Finances Accounting (here-
inafter: PF Decree) effective in Hungary.

Basis of the opinion

We conducted our audit in accordance with the Hungarian National Auditing Standards and other laws and regula-
tions effective in Hungary on the subject of auditing. Our responsibility under these Standards is presented in more
detail in the section entitled “The auditor’s responsibility for the audit of the annual budgetary statement” of our
report.

In accordance with the ethical requirements effective in Hungary pertaining to our audit of the annual budgetary
statement, our organisation is independent of the SAO; moreover, we have also adhered to any other ethical re-
sponsibilities prescribed by the same ethical requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

OC 2 H-1137 Budapest, Katona Jozsef u. 14.
Plusz Audit Kft.
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Responsibility of Management and those charged with governance for the annual budgetary statement

Management is responsible for the preparation and fair presentation of the annual budgetary statement in accord-
ance with the provisions of the Accounting Act and the PF Decree, and for the maintenance of internal controls that
Management deems to be relevant to the preparation and fair presentation of annual budgetary statements that are
free from material misstatement, whether due to fraud or error.

In preparing the annual budgetary statement, Management is required to assess the enforcement of the going con-
cern principle at the SAO, with special regard to organisational changes and changes in task performance during
the reporting period or scheduled for the budget year following the reporting period. Moreover, Management is
responsible for the application of the going concern accounting principle in the annual budgetary statement.

Those charged with governance are responsible for the supervision of the SAQO’s financial reporting process.
Auditor’s responsibility for the audit of the annual budgetary statement

During the audit our objective is to obtain reasonable assurance that the annual budgetary statement as a whole is
free from material misstatement, whether due to fraud or error, and to issue an independent auditor’s report con-
taining our opinion on the basis of our audit. While reasonable assurance means a high degree of assurance, it does
not guarantee that an audit conducted in accordance with the Hungarian National Auditing Standards always de-
tects otherwise existing material misstatements. Misstatements may result from fraud or error and are deemed to be
material when it can be reasonably assumed that they may affect — either alone or jointly — the economic decisions
of the users of the annual budgetary statement.

As part of an audit conducted in accordance with the Hungarian National Auditing Standards, we apply profession-
al judgement and maintain an attitude of professional scepticism throughout the audit. In addition:

- We identify and assess the risk of material misstatements, whether due to fraud or error, in the annual budg-
etary statement, we design and execute audit procedures that are suitable for addressing such risks and obtain
sufficient and appropriate audit evidence for substantiating our opinion. The risk of failure to detect material
misstatements caused by fraud is higher than the risk of failure to detect misstatements resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the overriding of inter-
nal control;

- We study the internal control relevant to the audit in order to design audit procedures that are appropriate
under the given circumstances, but not for the purpose of expressing an opinion on the efficiency of the
SAQ’s internal control.

OC 3 H-1137 Budapest, Katona Jozsef u. 14.
Plusz Audit Kft.
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- We evaluate the compliance of the accounting policy applied by Management and the reasonability of Man-
agement’s accounting estimates and of the relevant disclosures.

- We draw conclusions about the propriety of Management’s application of the going concern principle in
accounting and, based on the audit evidence obtained, about the existence of material uncertainty about
events or conditions that may give rise to significant doubts at the SAO with respect to the enforcement of
the going concern principle, with special regard to organisational changes and changes in task performance
during the reporting period or scheduled for the budget year following the reporting period. When we find
that material uncertainty exists, we are required to call attention in our independent auditor’s report to the
relevant disclosures in the annual budgetary statement or, if the disclosures are inadequate in this regard, we
are required to issue a qualified opinion. Our conclusions are based on audit evidence obtained up to the date
of our independent auditor’s report. However, future events or conditions may influence the enforcement of
the going concern principle at the SAO.

- We evaluate the overall presentation of the annual budgetary statement — including the disclosures contained
in the notes to the financial statements — and assess whether the annual budgetary statement presents a fair
view of the underlying transactions and events.

Among other issues, we communicate to those charged with governance the expected scope and schedule of the
audit and the significant findings of the audit, including any significant deficiencies identified by our audit with
respect to the internal control system applied by the SAO. During our audit of the SAO, we did not defect any sig-
nificant deficiencies.

Budapest, 23 March 2017

[ILLEGIBLE SIGNATURE] [ILLEGIBLE SIGNATURE]
Andras Villanyi Agota Farkas Gasparné
Managing Director Audit Manager
Dialog Plusz Audit Konyvvizsgalo Kft chartered accountant
H-1137 Budapest, Katona Jozsef u. MKVK (Chamber of Hungarian
14. Auditors) membership no. 002289

MKVK registration
number: 000088
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SUMMARY FOR THE SPEAKER OF THE NATIONAL ASEMBLY

1. General information
1.1. The assignment and its delivery

The Speaker of the National Assembly appointed Dialog Plusz Audit Konyvvizsgald Kft. to audit the budgetary
statement of the budget heading for the State Audit Office (hereinafter: SAQ), drafted for the balance sheet date of
31 December 2016. In reviewing the budgetary statement, we considered the following statutory provisions:

— Act CXCV of 2011 on Public Finances (Act on Public Finances)

— Act C of 2000 on Accounting (Act on Accounting)

—  Government Decree No. 368/2011 (XII. 3.) on the Implementation of the Act on Public Finances (Avr.)
-~ Government Decree No. 4/2013 (1. 11.) on the Accounting of Public Finances (Ahsz.)

— Act LXVI of 2011 on the State Audit Office of Hungary (Act on the SAO)

— Act C of 2015 on the 2016 Central Budget of Hungary (Budget Act)

—  Decree No. 38/2013 (IX. 19.) NGM of the Minister of National Economy on the mandatory accounting of
certain economic events frequently arising in public finances

— Act LXXV of 2007 on the Chamber of Hungarian Auditors, the Activities of Auditors and the Public Over-
sight of Auditors

—  Decree No. 10/2013 (111. 13.) NGM on the institutional budget

The results of our audit are summed up in this auditor’s summary. The staff of the SAO made available all required
documents, the requested information and accounting records, and provided us with all other information that we
deemed necessary.

We performed the audit with due consideration to the SAO’s audit methodology and sampling procedure, with the
assistance of the quality control policy and approved audit programme of the Chamber of Hungarian Auditors, and
drawing on the practical experiences of financial audits. In the course of our work, we ascertained the validity of
the items included in the statement by reconciling the general ledger inventories with the analytical records corrob-
orating the statement; in addition, we applied random sampling supported by a computer programme to select from
the population of accounting records. We performed a comprehensive audit on the selected items, supplementing
the audit with the evaluation of our analytical procedures.

The audit was performed by chamber member (membership no. 002289) Agota Farkas Géasparné, chartered ac-
countant.

We Dbelieve that our work provides an adequate basis for formulating our audit opinion and issuing an opinion.

e H-1137 Budapest, Katona Jozsef u.
Plusz Audit Kft. 14.
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1.2. Overview of the budget heading

Date of the SAO’s Deed of Foundation, as amended from time to time: 31 March 2005, Document ID: A-50-
014/2005.

1.2.1.Legal background

— Name of heading: State Audit Office of Hungary

— Official abbreviated name of the budgetary institution: SAO

— Registered seat: H-1052 Budapest, Apaczai Csere Janos utca 10.

— Foundation: pursuant to Article 1 (1) of Act XXXVIII of 1989, effective from 1 January 1990

— Registration number: 324766

— Statistical code: 15324762-8411-311-01,

— Tax ID no.: 15324762-2-41,

— Social security number: 91111,

—  Public Finance ID: Aht. 033572,

— Number and designation of the professional task: 841113 Activities of the organs of the state and of auton-
omous organs.

1.2.2.Economic background

As part of its public duties, the SAO performs audit tasks, issues recommendations and provides opinions, as speci-
fied in detail in the Deed of Foundation of the SAO.

The basic task of the State Audit Office of Hungary is to audit the utilisation of the resources of public finances and
the financial management of state and local government assets.

The SAOQ does not pursue business activities.

The SAO is vested with the task of executing external audits, promoting the transparency and accountability of the
use of public funds and public assets. As the supreme audit institution of the public sector, in discharging its duties
it is vested with general powers. In its organisational operations, in developing the professional rules and methods
of the audits performed and during the execution of the audits, the SAO considers domestic and international pro-
fessional recommendations, guidelines and standards to be authoritative. The President is responsible for the con-
tinuous update and publication of auditing rules and methods.

By disclosing its audit experiences and by enhancing and publishing its audit methodology, the SAO’s activity in
2016 supported the implementation, operation and enhancement of internal control systems in the budgetary area.
Other activities of the organisation — beyond its strictly interpreted audit responsibilities and powers — include vari-
ous mandates and tasks prescribed by the Fundamental Law, the Act on the SAO and other legal regulations.

The SAO updated its Operational and Organisational Rules in accordance with the 2016 changes in its organisa-
tional structure and operation with its regulation entitled “SAO Instruction 3/2016 (XII. 29.) of the President of
the State Audit Office of Hungary on the Operational and Organisational Rules of the State Audit Office of
Hungary” and with the organisational chart included in the annex of the OOR.

"
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As a result of the OOR modifications, the Accounting Policy, the related Financial Management Policy, the
rules of procedure of the Finance Directorate and the task performance table summarising the financial
management constitution have also been modified.

The most important element of the organisational change is the establishment of an administrative unit per-
forming uniform human resource management. The new unit operates as follows:

Auditors employed by the State Audit Office of Hungary and administrative employees employed as civil servants
carry out their duties as staff members of the Office of Auditors. Exceptions include auditors performing manageri-
al tasks during their assignment, auditors performing internal audit, auditors engaged in legal compliance analysis
and the owners of ad-hoc cases. The provision of human resources is aligned with task performance needs within
the units. It is carried out through the reallocation of resources from the Office of Auditors for the duration of the
assignment, based on the employer’s directive.

The basic function of the State Audit Office of Hungary is audit work, performed by auditors. Audit tasks are
executed within the framework of audit strategy, audit supporting, audit supplementing, audit leading, audit
supervising, audit controlling and audit implementing functions.

The supplementary audit function ensures the regularity, economy, effectiveness, efficiency and reliability of
the SAO’s operation. Such responsibilities include tasks linked to the institutional budget and institutional finan-
cial management of the audited entities and the related book-keeping and accounting activities, as well as asset
management and operational tasks.

1.2.3 Additional information on financial management
The State Audit Office of Hungary does not use mark-to-market valuation.
In 2016, there was no turnover on the chapter-managed appropriation of the State Audit Office of Hungary.

In its 2016 financial management, the SAQ strived to use the approved budgetary appropriations sparingly and
efficiently, reducing costs.

The IT developments, asset purchases and building renovations of the SAO in 2016 were intended to facilitate
higher-quality audit work and to put in place a contemporary technical basis for the SAO’s activity.

Up until the balance sheet date, no factors or information came to our attention that might restrict or jeop-
ardise the SAO’s activities. Accordingly, based on the data available, it has the capacity to sustain its opera-
tions, and the principle of going concern is satisfied.

The State Audit Office of Hungary has all of the accounting policies prescribed by law at its disposal; it has
updated the relevant policies with the legislative changes adopted in 2016 in accordance with the special traits of its
own activities and organisational characteristics, and it pursues its accounting administrative activity accordingly.
The internally developed accounting information system meets both the requirements of management and the in-
formation needs of the data reporting system.

O.C 7 H-1137 Budapest, Katona Jozsef u. 14.
Plusz Audit Kft.

108



Annexes

Office of the National Assembly of Independent Auditor’s Report Msz.: 4-01901
Hungary
H-1358 Budapest, Széchenyi rkp. 19. 23.03.2017

The budgetary statement was compiled in accordance with the provisions of the Act on Accounting and of the regu-
lations on the reporting and book-keeping obligations of budgetary institutions; reasons for deviation from the pro-
visions of the law have not arisen.

There have not been significant changes in the SAO’s general ledger, analytical records or its payroll and labour
system in 2016; as a result of the developments implemented in 2015, the established systems provide adequate
support to the tasks performed by the Finance Directorate and to external, internal, management and other central
data supplies.

2. The assets and financial position of the SAO as at 31 December 2016
2.1. General findings

The general ledger statement reflects the data of the State Audit Office of Hungary economic entity as at 31 De-
cember 2016. The closing of the general ledger fully includes the valuations, qualifications and reclassifications
required to be performed at the end of the year.

Data included in the SAQO’s financial statements were supported by a matching general ledger statement, reconciled
analytical records, inventories and accounting records selected by sampling.

2.2. Assets and financial position (balance sheet)

In accordance with the balance sheet items stipulated by Government Decree No. 4/2013 (I. 11.) on the Accounting
of Public Finances and with the report template for budgetary institutions, the budgetary statement of the SAO has
been drawn up in the structure and content required by law by the appropriate deadline. The balance sheet total
declined by 4.61% compared to the previous year, as discussed in detail in the subsections of Chapter 2.2.

2.2.1.Presentation of fixed assets

2.2.1.1. Stated as HUF 192,546 thousand, net value of intangible assets corresponds with the analyt-
ical records; the accounting of current year depreciation complied with regulations.

The value of concessions and similar rights accounts for 97.43 % of this asset group, while
intellectual property comprises the rest. IT developments were implemented in line with the
project plans defined in the detailed IT strategy.

2.2.1.2. The value of tangible assets as stated in the balance sheet was HUF 3,169,038 thousand,
which is confirmed by analytical records.

The accounts on tangible assets were in line with the statutory requirements in all inspected
cases. Land and buildings and rights to immovables constitute 89.10% of tangible assets.

Owing to the ongoing renovations offsetting the effect of depreciation, the net value of the
land and building stock declined only by 0.85% compared to the previous year.

B.C 8 H-1137 Budapest, Katona Jozsef u. 14.
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The decline observed in the stock of tangible assets can be attributed to the investment pro-
jects carried over to 2017 owing to public procurement procedures in progress.

The inventory count of tangible assets on the balance sheet day was performed in accordance
with the Stocktaking Policy of the SAO, with the assistance of the staff of the Department of
Asset Management and Operation in the tangible assets analytical records module of the
Forréas.Net integrated administrative system. The assessment of the inventory count, the rec-
onciliation, accounting and justification of deviations comply with legal regulations and the
SAO’s internal policies.

2.2.2.Presentation of current assets

2.2.2.1.

2.2.2.2.

2.2.2.3.

As before, the SAO’s statement does not include inventories. As a result of internal process
optimisation, stockpiling was eliminated in 2014. Once again, there was no accounting entry
in “account class 2” in 2016.

In the case of liquid assets, the value of HUF 599,071 thousand stated in the balance sheet
corresponded to the statement dated 31 December 2016 for each settlement account on rec-
ord, as did the HUF 0 closing balance of cash on hand to the closing amount of the cash po-
sition report for the period. The decline in the balance sheet total was driven by the contrac-
tion in liquid assets, which can be attributed to the even pace of purchases and the related fi-
nancial settlements at the end of the year.

At HUF 11,012 thousand, receivables decreased by 10.57% compared to the previous year.
Outstanding receivables for 2016 were stated at a value recognised by the partner as per the
consultation at the end of the year. The stated balance sheet value is consistent with the ana-
Iytical records. The items of the balance sheet row presenting claims due for the fiscal year
for funds for accumulation are consistent with the analytical records and include outstanding
short-term housing loans to employees. There were no grounds for recognising any impair-
ment on receivables.

2.2.3.Presentation of other specific asset-side accounts, accrued and deferred assets

According to the accounting records, the recognition of HUF 12,541 thousand in the row of accrued and de-
ferred assets is justified in every case; the items stated correspond to the amounts indicated in the accounting rec-
ords and the data are presented in the breakdown stipulated by law.

Other specific asset-side accounts amount to HUF 44,981 thousand, comprising vouchers purchased for distribu-
tion among employees, passes, cash substitutes and intra-month payments related to employees for the month of

December 2016.
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2.2.4. Presentation of equity capital

The SAO stated its equity capital amounting to HUF 3,312,570 thousand as at 31 December 2016 in accordance
with regulations, calculated from the initial value of national wealth, the change in national wealth, the initial value
of other assets, accumulated profit/loss and balance sheet profit/loss with the contents stipulated by Section 14 of
the Government Decree on the Accounting of Public Finances. The change in equity was driven by the HUF —
197,934 thousand balance sheet loss recorded for the current year.

2.2.5.Presentation of liabilities

Among its liabilities, the SAO has recorded liabilities amounting to HUF 85,269 thousand payable in the fiscal
year and amounting to HUF 10,523 thousand becoming due in the year following the fiscal year.

Liabilities payable in the fiscal year comprise HUF 4,385 thousand for personal allowances, HUF 56,331 thousand
for non-personnel expenses of accounts payable and HUF 24,553 for investment expenditures.

Liabilities becoming due in the year following the fiscal year are composed of HUF 70 thousand for personal al-
lowances, HUF 9.763 thousand for non-personnel expenses and HUF 689 thousand for investment.

The amount stated under liabilities as at the balance sheet date is consistent with analytical records; the State Audit
Office of Hungary had performed its payment obligations by the deadline, before the cut-off date.

2.2.6. Other specific liability-side accounts were not recognised on 31 December 2016.

2.2.7. Accrued and deferred liabilities include accrued expenses and expenditures amounting to HUF
614,237 thousand, and deferred accrual-based income amounting to HUF 6,590 thousand. The cal-
culation of accrued and deferred liabilities was substantiated by the analytical records. Personal al-
lowances and their contributions for December 2016 and any costs for 2016 that arose after the bal-
ance sheet date were recognised here.

2.3. Budgetary appropriations in the current year

The report on the performance of the appropriations included in the forms constituting a part of the budgetary
statement — K1-K8 budget expenditure appropriations — B1-B7 budget revenue appropriations — B8 financing rev-
enues — was compiled in accordance with the provisions of the Government Decree on the specific reporting rules
of budgetary institutions.

The original appropriation for chapter-level budget expenditures was HUF 8,567,800 thousand, which, as a result
of interim adjustments, rose to HUF 9,382,099 thousand. Actual performance was HUF 8,734,381 thousand.

The original appropriation for budget revenues was HUF 20,000 thousand, which, as a result of interim adjust-
ments, rose to HUF 22,641 thousand. Actual performance was HUF 22,641 thousand.

The original appropriation for financing revenues was HUF 8,547,800 thousand at the chapter level, which, as a
result of the use of the previous year’s residue, rose to HUF 9,359,457 thousand. Actual performance was HUF
9,359,457 thousand. The revenues and expenditures performed were also stated as a government function.

10 H-1137 Budapest, Katona Jozsef u.
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2.4. Residue statement, profit and loss account

In line of the above, residue from core activity amounted to HUF 647,717 thousand, of which HUF 645,649
thousand is committed residue and HUF 2,068 thousand is uncommitted residue.

The amount of the accrual-based revenue of HUF 8,593,099 thousand was reduced by material costs of HUF
962,827 thousand, personnel costs of HUF 7,183,223 thousand, depreciation charge of HUF 313,238 thousand and
other expenditures of HUF 333,904 thousand. In 2016, the accrual-based activity of the SAO generated a bal-
ance sheet loss of HUF -197,934 thousand.

The balance sheet P&L rose by 13.92% compared to the previous year. Other expenditures decreased by HUF
343,630 thousand, while accrual-based revenues, services used and personnel costs rose by HUF 257,118 thousand,
HUF 243,104 thousand and HUF 324,750 thousand, respectively, compared to the previous year.

2.5. Notes on the accounts

Constituting a part of the budgetary statement of the SAQ, the content and the structure of the notes on the ac-
counts essentially comply with the relevant provisions of the government decree on the specific reporting rules of
budgetary institutions and of the provisions of the Accounting Act applicable in 2016.

The notes on the accounts presented supplementary information regarding developments in the stocks of intangible
assets and fixed assets and in personal allowances.

The average annual statistical number of employees was 598 persons; at the end of the year, the labour law
closing headcount of actual employment was 637 persons.

3. The SAQ’s accounting and financial regularity and its level of organisation

The financial and economic activity of the SAO is pursued within the framework defined by external statutory reg-
ulations and supported by internal policies. The policies reviewed as part of the audit comply with the prevailing
legal requirements. Presidential Instructions are continuously updated to ensure up-to-date information. As regards

the policies, the formal requirements of their entry into force are ensured. The policies amended in 2016 were dis-
cussed in detail in Chapter 1.2.2 of our report.

4. Internal control

Bearing in mind the requirements of regularity, economy and efficiency, the SAO operates a strong internal control
system to manage risks and to improve the efficiency of the management of resources.

Independent internal audit and integrated financial management control are elements of this process.

Reporting directly to the President and independent of operational functioning, an internal control organisation is in
place. With a view to ensuring organisational and functional independence, auditors responsible for internal audit
tasks report directly to the President in the context of annual reports.

[ H-1137 Budapest, Katona Jozsef u.
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Internal audit performed its auditing activity for 2016 on the basis of the work plan approved by the President of
the SAO.

Based on the annual internal audit plan, we found that audit tasks in the reporting period were defined in accord-
ance with the strategic audit plan, in consideration of the priorities reflecting the assessment of risk factors and of
the internal auditor capacities actually available.

During the audit we reviewed the pre-decision working papers and action plans related to the internal audit reports.

In the course of our work, we utilised the findings of the internal audit reports entitled “Audit on appropria-
tion management, the regularity of appropriation management and on the financial management of tangible
assets”, which we also deemed to be key documents.

5. Regularity of fiscal management

During our audit, we qualified the regularity of the financial management of the State Audit Office of Hungary in
the current year on the basis of the items in the sample selected with the assistance of the IDEA programme.

We inspected the consistency of the budgetary statement with a new audit application supporting the quality control
activities of auditors, developed specifically for fiscal management.

In determining the materiality threshold, we took into account the detection risk value determined by the inherent,
internal and audit risk.

We defined the sampling size required to achieve a 95% assurance on this basis. We supplemented this methodolo-
gy with analytical procedures conforming to the Auditing Standards of the Chamber of Hungarian Auditors, the
definition of priority audit areas and risk evaluation at the level of assertions, for which the use of audit tables and
the audit software provided an adequate foundation.

Since the activity of the State Audit Office of Hungary is among the areas that draw particular public interest, the
materiality threshold we defined was somewhat lower than usual.

Given that we have not found any material misstatement in the audited items, we concluded that the economic ac-
tivity of the State Audit Office of Hungary in 2016 complied with legal regulations.
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6. Summary:

Having reviewed the 2016 financial management of the State Audit Office of Hungary economic entity, in
summary, we found that the SAO budget heading managed its financial resources reasonably and cost-
efficiently, within the limits prescribed by the Act on the Budget, in consideration of the range of budgetary
appropriations and in compliance with regulations and internal policies.

The 2016 budgetary statement on the financial management of the State Audit Office of Hungary provides a
true and fair view of the budget management, assets and financial standing of the State Audit Office of Hun-
gary.

Budapest, 23 March 2017
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Andras Villanyi
Managing Director
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