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Foreword by Ms Rasa
dzR 6 S,MiEBoiiGeneral

When ovdpoking activities of the National Audit
Office in 2009 | am happy that the Supreme Audit
Institution implemented alplanned work. This
Report contains data on the most important work
done in 2009 as well as an extract form financial
statements

As each year we submittedre Seimas obligatory

reports: opinion on the account of the execution of
~ the 2008 State Budgepinion on the report on
public delgtand opinion on the State property. Opinion on the 20afiState Budget was also
delivered tdhe Seimas

Last year conducting financial (regulaig)ts we delivered special focus to the ube BU

financial assistance, use of funds receivélgefaold public land lots in counties; accounting of

land lots; transfer of property owned by the State to local governments, its management an
accountingWe also carried out assessmergsmdral condts ofinformation systems. Financial
(regularity) audits also revedhed though financial accounts contained less errors, there are still
problems in such areas as a-ma#nced management of State property and funds, internal
control systems, andalification of accountants

Performance atutdprogramme mostly focused the state property and finance management,
energy sector, public economy, healthcare and social protection, culture. Among the most urger
audit recommendations delivered to thee@oment | could mention the following:

A Having assessed the VAT admirtismawe recommendetbvelopingneasures for fighting
VAT evasion and fraud, which could ensure the compensation of damages made by evasio
from payinghe VAT.

A Having assessed ttesign of the State Investment Programme, we recommended to unify
assessment methods of investment projects, to set project selection assessment criteria,
ensure that programme should include only those investment projects, which meet
requirements

A Concerning the use of funds for closurthefgnalina nuclear power plant we recommended
to authorise an independent body to carntheiimonitoring and management of projects
implemented by the power plant, which would be responsible directly ites&taions of
Lithuania

A In the area of the state enterprises management we recommended to design a general stz
enterprises management policy, to review the property managed by state enterprises and 1
disown the unused property

A Having assessed that8tsocial insurance system, we recommended to amend legal acts so
that Fund payments would compensaily incomes lost due to contingency, from which
contributions were calculated and paid, and the amount of social insurance payments woult
be linked totlie amount of contributions paid and duration of calculation and payment of
contributions

A We recommended to prepare the review of the culture financing system, and to transfer the
function of culture projegtinancing by the principle obstretched harito the body
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A Having assessed the use of funds allocated to the improvement of provision for
comprehensive schools, we recommended to accelerate the renovation of schools, to assic
coordination of investment programmes of provision and renovationcomaliehensive
schoolsto one institution; to adopt g@enerallongterm plan offinancing of education
institutions of the country

Seeking to inform Lithuanian Government institutions and public on use and management of the
EU financial assistance we prep the overall report on the 2@008 EU financial assistance
management. Within the competence set by the law we conducted external reviews of audit
carried out by municipal control and audit services. Having summarised their results a report wa
prem@red containing recommendations toAksociatiorof Municipal Controller® improve

audit quality control, to carry out not only financial but also performance audits, to pay more
attention to municipal controll&rsining

It is worth underlying thahe Seimas is constansyengthenghe parliamentary control thfe
implementation of public audit recommendations. Seimas Committee on Audit and other
committeesconsidered the most significant audit reports, gave proper attention to audit
recommendans implementation plans, followed their implementation. Implementing Seimas
proposals given during the consideration of the National Audit Office 2008 Annual Report, we
started since 2009 to assess management, use, and disposal of finance and pnbpé&dynno

the point ofview oflegality and regularity but also from the pointi@f of economy and
violation of public interestWe expectthat this will stimulate state institutiobedies and
organisations to use more economically State Budget appropriations allocated to them, and t
defend public interest in all areathefstate governance. On the other hand, increases the trust

of State Budget appropriation managers to publiosudlore and more heads of institutions
make certain that conclusions and recommendations of the National Audit Office help them to
manage public assets more responsibly. Understanding the extreme significance of qualificatic
of public auditors we gal neither time, nor money, the bulk of wielreceived from the

EU assistance

Seeking to improve audit quality we gave much attention to the development of audit
methodology: we developed a new version of Performance Audit Manual, updated Financia
(Regularity) Audit Manual, and developed a lot of other methodological documents

| would like to thank all public auditors and other staff of the National Audit Office, who in spite
of thereducedundingof our institution fulfilled well all their furmns andappliedmuch efforts
in order the National Audit Office could deliver maximal benefits to Lithuanian people

Auditor General
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The Most Important Results of 2009

A National Audit Office achieved all results planned for 2009. More than 85% of
recommendations submitted to audited bodies were implemented; implementation of
corporateeffectivenessriterionhas increased by 13%; and the scope of planned work in spite
of reduced financing from the State Budget not only decreased but even increased. All this
wasachievediue to proper and timely implementation of activity decisions

A Joining thestrengthening of parliamentagntrol of state accounts and revenue conducted
by theSeimasNational Audit Office (hereinafter referred as N&umitted to the Seimas
the following reports

3 on the account of the execution of 20€8State Budgget

3 on the 2008 accounts 8808public debt, loans given from funds borrowed on behalf
the State and given State guargntees

3 on the 2008 account on the stated property

A NAO also delivered to th8einas opinion on the draft Law oApproval of Financial
Indicators of 2010 State and Municipal Budg@ées major part ofecommendations on
improving the draft of the State Budget were implemertddsuggestions were adopted in
the Law on Approval of Financial Indicators of 2010 State and Municipal.Budgets

A During2009public auditors conducted 191 public audit, including

3 125financial (regularity) audits of state institutions, bodies, and organisatio?8. LT
billion or 81.6% of used State Budget appropriations as well &1 illion of the
Employment Funavere audited

3 23financial (regularity) audits in local governments administrations of targeted subsidies
from the State Budgdor implementation of state (delegated to local governments)
functions and f or Lfl3 billon ord2%pob ysedlspediahebed s k e t
subsidies were audited

3 9 auditsn the area of the European Union structural assistance implementing functions of
the certifying body for 202006 assistance amdplementing functions of the audit
authority for the EU structural assistandethuanigdor 20072013towards achieving the
convergence objectjve

3 5evaluations of general control of information systems

3 29performance audits of state property and finance management, energy sector, transpor
and communication, control of stateremmy and market, public administration, internal
and foreign policy, healthcare and social protection, justice, national security and defence
use and disposal of public land. 15 audits were started in 2009, which are to be conclude
in 2010

A In 2009NAO conducted external reviews of 15 audits carried out bypauoaitrol and
audit services assessing audit quality assurance policy and procedures, related to the gene
audit activity, their effectiveness. It is expected that recommendations detexgesdsawill
help to improve audit process and improve the quality of audit outcomes in local
governments

A Seeking to increase the impact of public audit and to control by parliamentary means the
implementation of recommendations delivered in publit rapdrts, NAO as each year
closely cooperated with the Seimas Committee on Audit and other committees. In 2009
Seimas Committee on Audit considered 26 public audit report including 15 performance and

5



Annual Report 200¢

11 financial (regularity) audit reports. 7 Seimdsti@s® related to public audits and other
NAO activities were adopted

A Implementing Seimas proposals given during the consideration of the National Audit Office
2008 Annual Report, we started since 2009 to assess management, use, and disposal of final
and property not only from the point of legality and regularity but also from the point of
economy and violation of public interest. We expect that this will stimulate state institutions,
bodies and organisations to use more economically State Budgeiatippsoallocated to

them, and to defend public interest in all ardhg stfate governance.

A Applying best practice of supreme audit institutions and generally accepted standards publi
audit methodology development was in focus in 2009. The folpasisig@f the Financial
(Regularity) Audit Manual were updaede vel opment of Report

oOoPl anningb6; new part sAstskismad mogi aHr aAiudd iatn dP r
and OAssessment of Legal ity dnceAldit&Mandabwag | o p
completed

A When planning the 2010 public audit scope the NAOimg&aD9for the first time a new
instrument for developing the public (performance) audit programme: a series of discussion:s
on the selecteprriority area of publisector activities, in which the majority of performance
audits are planned for the next year. Opinions and arguments presented enabled public
auditors to receive during a short time concentrated and unbiased information on the topic, to
find answers to thguestions: whether it is necessary, when, and with what scope to plan
performance audits for the next year

A In 2009 the NAO established a new part of public audit quality eonmtradsurance system:

hot external reviews of performance audits. It helpsdess and improve the quality of
performance audits, to reveal afeasnet hodol ogy devel opment al
provide the management with reliadfiermation on the quality of audits conducted

A The fact that since 1 January 2010 pulglicrdeodies shall manage accounting and accounts
on the base of new public sector accountindiagadcialreporting standards impelled the
NAO to organise in 2009 training on public sector accounting involving all public. auditors
This training erded to prepare better for transition to the new budgetary sector bodies
accounting standards, to get theoretical knowledge and develop practical skills

A In 2009the assessment of NAO activity processes risks was carrigdcouered all
corporate processesisk® identified wilfeducethe probability of risk arousing events,
potential negativeonsequencesr damagesgnhance proper management decisions and
effective activity planning processableefficient deteatg threats andinding mitigating
opportunties, increase the efficiency of resource distribution and use
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2010Challenges

A

Facing areducedfunding, to seek retaining the scope of public audit needed to obtain
information sufficient for the NA@easonedpinion onstate accounts, to cover thest
risky areas of public sector

When carrying out financial (regularity) audits to orient towards selected strategic study area
revenue of special programmes; funds used for remuneration and social insurance
expenditure; optimisation of public seetot pens e s ; expenditure fo
effectiveness and legality of State Investment Programme projects. This will enable not only tc
state gaps in these areas but also to develop proposals on preventing them in the future

When carrying oytublic performance audits to focus on the assessment of implementation
of one of the objectives of the State L®egn Development Strate@y Competitive
Economy

To develop the Public Audit Strategy2fot 52015.

Seeking more effectiveness of institution performance, better public audit quality and more
significant audit i mpact to I mpl ement t he
establishing quality management medrateo d s 6 .

processes applying the LEAN quatiphagement method, external reviews of public audits,
formulating proposals for NAO processes improvement and increasing audit effectiveness.

Seeking to improve public audit quality and institution performangaement the project

Ol mprovement of Special Competencies of ¢t
for financial, performance, and IT auditors, management training for audit groups leaders anc
heads of institution units

Strengthening persagindevelopment policy to start the establishment of career, positions,
and leaders reserve

To develop public audit methodology: to devslpigalprocedures fofinancial (regularity)
audit by accounting areas following public sector financial regodiagcounting standards;
to apply provisions of the new Performance Audit Manual

To abandon paper documentation using audit management and documentation software
TeamMate.
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The Mission of the NAO is
Helpngthe State to Manage its Property
Wisely

When implementing its Mission the NAO seeks to promote accountability, management oriented
towards results and people needs, progress of finance management and control systems.

When supervising whether public property is managed and used lawfullytizety effechow
the State Budget is implemented the NAO audits:

A state budget implementation, use of State funds; management, use, and disposal of Sta

propertyimplementation of the budget of the State Social Insurance Fund; implementation of
the budgebf the Compulsory Health Insurance Fund,

A use by respective fund management institutions and beneficiaries of funds of the Europear

Union (hereinafter referred as EU) allocated to the Republic of Lithuania and implementation
of programmes in which Lithuapirticipates

A use of State budget funds allocated to municipal budgets; management, use and disposal

municipal property in accordance with the scope of government auditing as defined in the
Law on the State Control;

A In a manner prescribed by internadiareaties of the Republic of Lithuania and other legal

acts, the European Union financial assistance allocated to the Republic of drithstuaith
submit the records of these audits to the appropriate institutions.

The scope of public audit shallds¢ablished in Annual Public Audit Programme, which shall be
approved by Auditor General, providing that public audit of two types: financial (regularity) and
performance shall be condudted.1).

Fig 1.2009public audit scope: audits performed aaddited bodies where audit procedures were
carried on

162 29

performance
audits

financial
audits

336 audied bodies 68 audited bodies

Financial (regularity) audit means the evaluation of financial statements and /or other accounts of ar
audited body as well as management, use and disposal of state funds and propepyiffitoorf e
of legality and compliance with objectives set by the law.

! Since 2010 the aim of financial (regularity) audit shall be as follows: evaluation of financial and budget implementtbacmtunts
and/or other data of accountsf an audited bodys well asnanagement, usand disposal of state funds and property from the point of
view of legality and compliance with objectives set by the law and issuing of indefermirion.

8
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In 2009systemic study directions of financial (regularity)veerditselected taking into account
the most risky for accounting errors and shortcomings areas, detected byeaesiaudits

A EU financial assistance and its assimilation

A use of funds receivég countiesor acquisition of land for public yse
A accounting of state land lots and disclosure in financial accounts of, counties

A transfer of statewned property to locglovernments, its management, use, disposal, and
accounting

Financial (regularity) audit is also conducted in the area of EU structural assistance as well
evaluating general control of information systems

Performance audit means evaluation oétio@omy, effectiveness and efficiency of the public
and internal administration activities of an audited body and revealing opportunities of
improvement

When selecting 2009 performance audit directions the main attention was given to issues arisir
in the following areas of the public sector

management of State property and finance
energy sector, control of public economy and market
transport and communicatjon

public administratign

internaland foreign poligy
environmenprotection

healthcare argbcial protectign

culture, physical culture, and sports
education and science

justice

A national security and defence

A use and disposal of State land lots

> > > > P

> >

Performance audit is also carried out in the area of state accounts when assessing the draft L:
onthe Approval of Next Year Financial Indicators of the State Budget and Municipal Budgets.



Annual Report 200¢

1. The Main Performance Qutcomes

When planning and organisMgO activities general, common to all state institutions, bodies,
and organisations strategic planning principles and international practice of supreme audi
institutions is applied. I nstitutionds per
such as i mplementation of institutionds str
programme objectives (result), and fulfilment of programme tasks (product); the change of thes
criteria shall be constantly monitored

In 2009 NAO achievedt he pl anned ef f ect public isecterrfinance 0 A
management and contr ol systemsoé. Il n compar
increased by 13%. Having assessed this positive trend we may state that public audit effective
cortributes to the progress of establishing public sector finance management and control
systems

The results of public audits carried out by the NAO are public audit opinion and report
containing recommendations for improvement of audited body perforfiamcghare (per
cent) of implemented recommendations by audit type is a NAO result assessment criterion

Having given special attention to delivering audit recommendations andpfaio200%he
per cent of implemented recommendatiexseeded the plaguh level and was higher in
comparison to 2008 (Fig. 2).

Fig. 2 Implementation of audit recommendations in 2009 exceeded the
planned level

Plan

® Implemented

87%
79%

70% [

2008 2009

200&2009changes in Lithuanian economic situation required to cut budget appropaations

had direct effect also for reducing financial resources of the NAO. In 2009 the funding from the
State Budget for NAO tasks implementation was reduced by 12%. This impelled looking for new
solutions enabling to use financial, human, and matetatessoptimally and efficiently

Consciousness of the staff and efficient use of resources enabled not only not to reduce the
scope of tasks planned for 2009 but in some cases even to increase it (Table 1)

10
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Table 1. NAO implemented all planned prodaigteria

Product criterion 2009 plan 2009 actual Implementati
on of criterion

1. Number of obligatory opinions submitted to the 4 4 Implemented
Seimas
2. Public Audit Programme implemented (pubic 100 100 Implemented

audits of the EU financial assistance) (per cent)

3. Public Audit Programme implemented 100 100 Implemented
(implementing Elstructural assistance for 2007
2013 towards achieving the convergence
objective) (per cent)

4. Public Audit Programme implemented 100 100 Implemented
(performance audits

5. Ratio of audited funds to State Budget 80 81,6 Implemented
appropriations (per cent)

6. Number of reviews of municipal control and aud 12 15 Implemented
services

In 2009public auditors audited more used budgetary appropriations than it was p00&d in
more external reviews of municipal control and audit services were carried out

Public auditors fully implemented the 2009 Public Audit Programme, submitted to the Seimas al
planned opinions, carried out all planned audits of the EU stradsisthnce, concluded
planned performance audits

11
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2. Management of Corporate Processes

Organisation of activity

When organising and implementing its activities NAO follows the Constitution of the Republic
of Lithuania, the Law on the State Control and other legal acts, international agreements, Publi
Audit Requirements. Activities of the institutase based on principles of independence,
legality, publicitympartiality and professionakcellence

NAO is headed by Auditor General who is appointed for-gefareterm by the Seimas upon
the nomination of the President of the Republic. Since 200\@as headed by Auditor
General Ms Rasa Budbergytt

As an advisory body to Auditor General there is the NAO Board. The Board comprises NAO
management and heads of audit unitsjevhtty consider the most important strategic issues of
activities and audNAO activities and service in it

NAO comprises departments, divisions, artkdero services, whiclare necessary for
implementation of public audinttions (Fig. 3).

Fig. 3 2009 structure of the NAO

AUDITOR GENERAL Council ofthe National
Rasa Budbergyte Audit Office

1
[ |
Deputy Auditor Deputy Auditor Deputy Auditor
General General General
Viktoras Svedas Tomas MackeviGus Nijole Mickuwiené
Communication
Department ; 2 :
Audit | Audit Audit
Department 1 Department 3 Department 6
Public Relations
Diii :
vision Avdit Vilnivs Information Systems
- N — Manzgement and
Department 2 Division A
it rral Audit Department
Communication ‘
Division | | Audit Kaunas Information
Department 4 Division | Systems Division
il Internal Audit
Division P ¥
v roperty Klaipada Information g
- Mznzgement — Divisi + Systems Audit
Department o Division
Legal
B Departi t = Management
SEAETED Paneveiys Audit Development -
Division Department
Advisory Body
Personnel
Division Audit
Audit Auditunits
Departmeant5 —-hietl?c).dolo.g)"?nd
International raining division
- Other units
= Relations S -
Department Audit Phtra.teglc v
Department7 nnmgan
Finance and Analysis Division
— Accounting
Department || Audit | Public Accounts
Depatment 8 Division

Information
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NAO comprises8 departments directly implementing function of public, addithcarryout

public audits. "7and & departments carry out EU audits in the field of structural assistance.
Auditors of Information Systems Audit Division of the Information Systemseviemgand

Audit Departmentarry out evaluation of general control of information systems

Since 2009 after partial review of the structure a State Accounts Division was established in th
Audit Development Department. Its aim is to prepare NAO opimionthe draft Law on
Approval of Financial Indicators of State and Municipal Budgets, on the account of the
execution of the State Budget; on the accounts on public debt, loans given from funds borrowec
on behalf of the State and given State guarantdés; account on the stade/ned property.

The State Accounts Division may be considered an audit performing NAOfanit has
assignment to carry out public audit of consolidated accounts, to take part in audits conducted b
other audit departments.

In order to organise NAO activities and implementation of its main functions in the most
efficient way standing or temporary commissions, working groups, and committees are working
alongside

In 2009the working group on developing the new version dPén®rmance Audit Manual
worked actively. Its members considered and improved all parts of the Manual taking into
consideration remarks made by management and auditors, proposals and international practice

Important corporatedecisions in 2009 were cdesed by the NAO Strategic Planning and
Performanc®isk Management Commission charged to help Auditor General to make effective
strategic decisions and manage corporate strategic risks in order to ensure the systemat
development of the NAQON the beginning a20090n the initiative of the Commission a new

risk managemenycle was started and it was decided to carry out in 2009 assessment of all NAO
performanceisks. The processeghich were included into thek assessment plan apprawed

the Commissigrtovered all NAQerformanc@rocesses, which were assessed during 2009

NAO performance riskaere detected during assessment sessions according to the processes
risk assessment plan approved by the Strategic PlannidgrfanchanceRisk Management
Commission. In 2009 were held eleven such sessions, at which all 13 approved NAO
performanc@rocesses were analysed.

Standing Pubic Audit Methodology Commissidrichis charged to ensutiee conformity of

NAO audit methodology with inteationally acknowledged auditing standards, in 2009
considered and approved the draft of the F
Resultsdé, the draft of the new Performance
which were lateecommended to auditors

This Commission analyses and assesses the conformity of draft audit manuals, their appendix
procedures, rules, other methodology and/or amendments of the above with internationally
acknowledged auditing standand either aproves or delivers remarksd returrs for
improvementor makes decisions on acknowledging certain cases as good practice and
disseminating it among the staff conducting audits

13
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Personnel Management

By the end 02009355 employees worked at the NA@st year the number of candidates for
employment at NAGncrease@xtremely90 candidates were competing what means that there
were on average 18 candidates to one position (id 30800 4.6). It demonstrates not

only increased interestinpabliaudi t but al so the i.mprovemen

The majority of NAO employees were directly involved in performing audit function (Fig. 4).

Fig. 4 More than 66% of NAO employees are directly involved in
performing audit function

Directly
implementin
audit function

66%

Management
1%

Contributed to
the
implementation
of audit function
33%

Officers directly performing audit functions include not only public auditors and specialists
(public audit or 6 sspamanentywerking with aubitigtoupsidnd head$ ad w y
audit departments and their deputies supervising financial (regufserfgymance audits

Following good practice of corporate managenushta little bit more than 30% of all
institution staffvere employed 84AO units, which are not directly involved in public audit
however are necessary for implementation of putlitdanctions (Fig 4).

These employees produce a reasonable added value to the public audit process. They not or
contribute to the tiely conclusion of audits (ensurppi@per functioning of information
systemsfiling documents, maniag material recourses) but also contribute to presentation of
audit results (by providing methodological explanations of audit standards, guidelines,
establishing new audit processes, methods dpgleelrnational community)

As each year NAO personnelipp is at the focus following the assumption that only well
organised and constantly developing staff can deliver high quality and satisfying public results

In 2009 NAO personnel needs estimating criteria were developed, staff promoting and
motivating gstem designed. Much attention was given to incorporation of new employees into
the work processSince now they are not only familiarised with our institution btd aledk

for 3 month witha personal coach. This helps proper learning of public asits knd
integratingnto a professional and thrusting team

14
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Staff Training

In spite of minimal financiakcoursesn 2009 the NAO using internedcoursesand EU
supportgaveto itsstaff training not less attention than in the previous year. In 2009 the majority
or 86% of the NAO staff were involved in trainigst of them were raising the level of their
skills (Fig 5).

Fig. 5 12009 834 of the NAO staff were raising the levettodir skills

Raising the level
of skills
83%

Introductory
training
2%

Professional
____ training
15%

More than LTL 600 thousand were spent for traghinigg 2009. The major part or 90% of this
amount was allocated from the Transitional Period Institutional Development Measure

Programme, 8%f fundsf r om t he priority O6Techni cal Ass
Recei ved for t he Admi ni st rvk41li:BM01-Vo heas@e n v e |
0 Est abl i sHifiolenin Functianing ofthe EU Structural Assistance Administration

Systembd

Since Danuary 2010 public sector bodies shall keep books and prepare sets of accounts applyir
new public sector accounting and financial reporting standards (PSAFRS). The fact that publl(
sector accounting principles were to change required to organisedauditar ai ni ng i n
trainingeventwer e organi sed for performance audita
accounting accordingevernns FSAFRSanainal 1&udirtac
knowledge about public sector accountiigacd i ng t.o PSAFRSO

240hours of consulting werdelivered to 10 pilot audit groups. Pilot audits helped to assess
application of PSAFRS at audited bodies, to detect problems and issues. Professional consultin
cooperation between public auditors, consultants, and audited bodies enabled betitem prepara
to the transition to new accounting standards. During pilot audits auditors with the help of
consultants developed practical skills in PSAFRS application. Summarising issues discuss
duringtheseconsultations practical recommendations to finandiédrs were developed

15
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Development of Public Audit Performance

NAO seeks to apply in its activities the most progressive working practice of supreme audit
institutions and generally acknowledged standards. Their application covers the whole aud
proces: audit planning, field work, reporting, development of the-tg@lofwrecommendations

issued on this basis, establishment of proper technical conditions for performing audit

Developing the public audit performance in 2009 attention was given tdatfiregupoth of
financial (regularity) and performance audit methodology

Aupdated parts of the Financial Audit Man
OPl anningbé

Anew parts of the Financi al Audi t Mandu a |
corruptionrisk and OAsegakmend of |

A adraft of a new Performance Audit Manual developed

Implementing Seimas proposals given during the consideration of the National Audit Office
2008 Annual Report, we started since 2009 to assess managemand disposal of finance

and property not only from the point of legality and regularity but also from the point of
economy and violation of public interest. We expect that this will stimulate state institutions,
bodies and organisations to use nem@nomically State Budget appropriations allocated to
them, and to defend public interest in all arethe sfate governance.

Among theresults of public audits conducted by the NAO are recommendations on
improvement of the audited body performancerder to increase effectiveness (result) of the
NAO activities, to monitor and increase the public audit implact)eh 2009 the procasf
submitting and followp of recommendations (monitoring system) was specified

In 2009a new part of public audits quality control and assudahot external review of
performance audit resullswas established in the NAO. It is implementethéyExternal

Review Commission comprising Deputies Auditor General, heads of audit deparohents,
Audit Development Department. Auditor General also takes part in Commission rBaefings.
reviewassessedl draft reports of preliminary studiaadit plans and draft reports of public

audit. This measure helps not only to assess a running faatib ha provide proposals for
improvement before the end of the process, to reveal areas of audit methodology developmen
and auditorsodé6 training

Majority of data on institutionenterprisesland and otheimmovableproperty as well as
persons also dabf accounting system are stored and filed electronically. It not only stimulates
but also obligatethe NAO to use computerised auditing means, audit management and
documentation systems in order to anéyge amounts of data and to save. time

NAO information system comprise subsystems related to specific functions: public audit
management and documentation subsyJteamMate)subsystem for accounting audit results
(ARAP), document management subsys(&f®NTORA), personnel accounting subsystem
(KOPA).

In addition to regular text editing and calculating software we use a progressive data processir
and analysis softwdi2EA. By wsing it auditors can quickly do various specific data selection,
complex calculation and comparisons, which would be iinpdssio manually during such a

short time

16



Annual Report 200¢

3. Cooperation and Partnership

Now public is very keen about public audit results hoping to identify current systemic
shortcomings othe St at e Budget funds wuse and to rec
money more effectively. Changing environment, new challenges and objectives stimulate th
NAO to look for constant closer cooperation with state institutions, nongovernmental
organisatios, science and other bodies seeking for public sector accountability, improvement of
themanagememtrientedowards radts and public interest

Cooperation with the Seimas

Cooperation with the Seimas increases the public audit impact and improvetment of
implementation of recommendations laid down in public audit reports by means of parliamentary
control

NAO strategic partner in the Seimas is Seimas Committee on Audit. In 2009 it considered 2¢
public audit reports (15 performance audit and 11 h&megjularity) audit reports). Committee

also considered 10 other issues related to NAO activities. Committee 26logdedsions

related to public audit reports and other activities of the supreme audit institution

Members of th€ommittee on Audit ai new term of office visited the NAO, familiarised with
principles of designing the Public Audit Prograniotlew-up system, public audit quality
assurance system

|

Visit of Seimas Committee on Audit members to the NAO in September 2009

Other Seimas committees considered 17 public audit reportsCmmstiifteeon Social Affairs
and Labour, Committee of the Development of Information So€etgmitteeon Rural
Affairs

NAO opinions on theset ofaccound of the execution of the Statadget, public deb&ccount
on the Statewned property, draft State Budgetre considered by Seimas committees and
Seimas plenary meegnghichalso approved tH¢AO 2008Annual Report

In 2009 Seimasdopted 7 resolutions concerning public aanitother activities of the NAO

In 2009Art 14 of the Law on the State Control was amended sbeMAO was entitled to
conduct performancauditof Bank of Lithuaiaactivities prescribed in the Law of the Bank of
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Lithuaniaas far as it does not cradict objectives and tasks of the European system of central
banks set forth in the EU law

NAO staff was actively involved in activities of a working group established by the Committee
on Audit on the improvement of the public sector external and lirgadiialegal framework;

took part in a Europe week discussion arranged by the Committee on Audit and Seimas Europ:
Information Bureau on the mandate of bodies performing municipal audit in Lithuania in the
context of the European Union; NAO constantlyvdetd opinions on various draft legal acts
considered in the Committee

In addition, during the year NAO received and answered 60 inquiries of members of the Seimas
Seimas committees and other structural units

Public Relations

NAO gives much attentido public information, promotes interest in its work and public audit
results. Implementing PR policy based on publicity and cooperation we seek not only to
contribute to effective impact of public audit on social processes but also to consolidate a
positve image of the NAO

LYF2NXYIGA2Yy 2y NBa dz Id 200988%ress yeleasds ionlpiiblicayiditsiand: O (
other NAO activities were prepared and disseminated. Audits conducted by the NAO and other
i nstitutionds act issmadia mare thae BOBO times.nAbsolota rmagbrityi n
(98.7%) of information on public audits was positive

During 2009NAO employees took part in about 40 radio broadcasts, ansesyaitior in
written about 350 inquiries of mass media

Internet websitevww.vkontrole.lis constantly updated and imprque@nables to familiarise
not only with audits performed but also with events inside the institution

During 20098 new chapters were created on the website, fumawns installed, 6 chapters
and functions improved. The website meets all requirements set for state idgigbsdas,
its contents and design are further improved
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Involving public into NAO activitiek January @9was celebratdtie 90' anniversary of the
NAO establishment. This date was mar lded b
Hel ping the State to Manage its Property Wi

At the conference officials from Lithuanian and EU institutions and state officials exchanged
thar experience and views on such issues as public audit, parliamentary control, EU budgetar
perspectives and accountability

About 300 guests and NAO employees took part in the conference

{ylrLakKk2ida FTNRY (KS cBdpinFtbeNshad @S ad tydzafSA @ (l1adzR NER LISNIG & 2 A

When planning the 2010 public (performance) audit programme in SePieotier 2009 for

the first time was held seriedisfcussionaccording to a selected priority area of public sector
activities in which planning th@ext year public audit programme a majority of public
performance audits will be conducted

As the priority area for 2010 audits we selected the competitive economy. The focus on this are
was drawn up due to reforms, unfavourable economic conditiolis, gqdectations of
implementing a socitonomic model of a welfare state

During the series of di scussions oCompet.i
representatives of ministries and other Government bodies stated official position while guests
from academic community, nongovernmental organisasioddyusiness expressed their
sometimes different views. Among 65 participants representing both public and private sectot
were guests from Presidentods Office, Sei ma
Interior Affairs, state enterprise Energy Agebithuanian Confederation of Industrialists,
Lithuanian Confederation of Busgemd Employers, Lithuanian WiBdergy Association,
Lithuanian Association of Hydroenerget&ssociation of Local Authorities in Lithuania,
Lithuanian Free Market Institn, Knowledge Economy Forum, Kaunas Technology, Vilnius
Mykolo Romerio, Klaipeda universities, other institutions and organisations, businessmen

Opinions and arguments helped public auditors to get during a sharoestrated and
unbiased infornti@mn, to discuss problematic areas of ensuring a comptdin@my and get
answers to theuestionswhetherit is necessargt all, when and in what scope to plan
performance audits for the next year
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