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The year 2011, in which this report is published,
is the year when Poland takes over the Presidency
of the European Union. It is a great honour for
our country to preside over the Community seven
years only after our accession. The NIK would like
to thank the other EU Supreme Audit Institutions
for their collaboration, it has heen a pleasure to
work with you within the EU audit community.
This report is illustrated with photographs of
Warsaw and Luxemburg taken by employees of
the NIK.
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The mission . «.
Supreme Audit Office (NIK) is to
promote economic efficiency and
effectiveness in the public service to
the benefit of the Republic of Poland.

The vision o e i

is a Supreme Audit Institution with
a widely recognised standing, whose
reports will be an expected and
sought for source of information for
bodies of the state and the general
public.

The Supreme Audit Office (NIK) is the supreme state audit body, independent of
the executive, whose task is to safeguard public money.

The organisation and the functioning of the Polish Supreme Audit Office (the NIK)
are set out in the Constitution of the Republic of Poland and in the Act on the NIK
of 23 December 1994. The NIK is subordinate to the Sejm (the lower chamber of
the Polish Parliament) and it is headed by the President, who is appointed by the
Sejm for a six-year term of office. The NIK’s basic task is to conduct audits related
to the execution of the state budget. It also audits public finance spending and
the management of public assets by state and local governmental bodies and
economic entities (businesses). Every year, the NIK submits three key documents
to the Sejm: its analysis of the execution of the state budget and monetary policy
guidelines, its opinion on the vote of approval for the government and its annual
activity report.

In December 2010, the President of Poland signed the amended Act on the NIK,
to come into force on 2 June 2011. It comprises an array of changes and it will
be introduced in subsequent stages. In 2011, the new organisational structure of
the NIK will be established and external audit of the NIK’s budget and financial
management will be carried out. While in 2012, a new methodology of conducting
and documenting of audits will be introduced, and in the subsequent year - the
fixed term of office for managerial staff.



Dear
Colleagues,

It gives me great pleasure to
present you with the report on
the activity of the NIK in 2010. In
the report, you can find general
information on the tasks and
mandate of our institution, its
staff and budget, international
activity and the list of audits
carried out in 2010. The majority
of those audits were related to
the state budget execution audit,
which is our priority task every
year. They are aimed at informing
public authorities and, in the first
place, the citizens, on how the
state functions, how the public
administration performs and how
public money is spent.

The year 2011, when this report
is published, is the last year
of the NIK’s presidency of
EUROSAI and the last year when
| am the Chair of the EUROSAI
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Governing Board. Therefore, our
international activity primarily
concentrated on initiatives within
EUROSAIPresidency, theflagship
one being the development of
the EUROSAI Strategic Plan to
cover the years 2011-2017. This
document is aimed at making
EUROSAI activities yet more
effective, and | hope that one day
it will be regarded our great joint
success.

Another important achievement
of our Presidency was the
finalisation of efforts aimed
at starting cooperation with
ASOSAI, to be concluded with
the first EUROSAI-ASOSAI
Conference in autumn 2011. It
has been an important step in
the development of interregional
cooperation of EUROSAL

In the course of our efforts to
further improve the effectiveness
and efficiency of the public
sector auditing, in March 2011
we concluded the Cooperation
Agreement between EUROSAI
and the European Confederation
of Institutes of Internal Auditing
(ECIIA). I hope its implementation
constitutes one more step in the
improvement of cooperation

Jacek Jezierski
President of the NIK

N

between external and internal
audit functions in the public
sector.

Although EUROSAI Presidency
has been the priority for us for
the last three years, we have
not neglected other areas of
international activity. It gives
me great pleasure to inform you
that at XX INTOSAI Congress in
Johannesburg the NIK took over
the chairmanship of the INTOSAI
Subcommittee on Internal Control
Standards. This has opened
new opportunities for us to
collaborate with our colleagues
from the INTOSAI community.

The year 2010 also witnessed
continuation of several parallel
auditsinwhichthe NIK cooperated
with Supreme Audit Institutions of
other countries. More information
on these initiatives is comprised
in the section dedicated to our
international activity of this
report, where you will also find
a summary of the NIK’s bilateral
contacts and its participation in
EUROSAIand INTOSAI structures
in 2010.
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s of the principle legial responsibility, which is
e Coll@g}_ﬂc')fthe NIK. The members of the College,
their functions, are appointed by the Speaker of the
amber of the Polish Parliament, upon motion of the President of the NIK,
for a three-year term of office. The College is composed of: the NIK President
(Chair of the College), the NIK Vice-Presidents, the NIK Director General and 14
members: seven academics, experts in law or economics, and seven Directors
of the NIK’s organisational units or Advisors to the NIK President.




What the NIK
does

Bodies audited by the NIK Audit criteria applied

Legality, sound management, efficacy
and integrity

Government administration authorities,
the National Bank of Poland (NBP), state legal entities and other state
organisational units

Local government authorities, local government legal entities and Legality, sound management
other local government organisational units and integrity

Other organisations and businesses that use state funds or assets Legality and sound management



Auditing
standards of the
NIK

Each auditis conducted on the basis of the Act on the NIK and in accordance
with the auditing standards of the NIK and its methodology. The auditing
standards of the NIK allow for maintaining the professional level of auditing.
They provide the basis for audit planning, audit performance and appraisal of
audit results. The standards are divided into 17 thematic groups comprising
the most important stages and procedures of auditing. They have been
elaborated with consideration for Polish legal regulations, the INTOSAI
Auditing Standards, the European Implementing Guidelines for the INTOSAI
Auditing Standards, the Auditing Standards of the International Federation
of Accountants (IFAC) and the long experience of the NIK.

On the basis of the auditing standards of the NIK, methodology guidelines
have been developed that provide detailed instructions for audit conducting.
The NIK auditing standards together with methodology guidelines make
Auditor’s Manual (Podrecznik kontrolera). In accordance with the auditing
standards, regular reviews of audit proceedings are carried out at the NIK.
The latest review took place in 2010.
Recommendations formulated as
a result of such reviews contribute
to the improvement of the NIK's
activity.
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~ NIK
Budget
of the NIK

A draft budget of the NIK is adopted by the College of the NIK and later
considered and recommended by the Public Finance Committee and the
Parliamentary Committee on State Auditing. Then, as a part of the state
budget, it is subject to voting at a plenary session of the Sejm (the lower
chamber of the Polish Parliament). In 2010, the revenue of the NIK budget
stood at PLN 0.6 million, while its expenditure, in accordance with the Budget
Act, were realised at the volume of PLN 242.2 million. The majority of the
expenditure was spent on remunerations for employees - 84.3%. The NIK
budget is also developed as a task-based budget. It is connected with the
obligation to include in the Budget Act a justification that comprises, among
others, a list of tasks performed within the planned expenditure, together
with a description of their objectives and performance measures. The basic
task of the NIK is to audit the activity of the government administration, the
National Bank of Poland (NBP), state legal persons and other state entities.
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Figure. Structure of the NIK budget expenditure in 2010

Domestic and international

. business trips 2.5% 8.3%
General expenditure on administration
. Acquisition of assets 4.1%
Contributions o .
Bl o the Social Fund 0.8% ga.3% Remunerations [

Act on the NIK, the NIK will be
subject to external audit at least
once every three years. Exter-
nal audit will be ordered by the

Internal and external
audit

The execution of the NIK budget

was analysed and verified syste-
matically with regard to the disci-
pline of expenditure and efficient
management of budgetary resou-
rces and examined by the inter-
nal auditor. Starting from 2011,
in accordance with the amended

Speaker of the Sejm to an entity
selected in accordance with the
requlations on public procure-
ment. It will cover the execution
of the NIK budget and financial
management.
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President of the NIK Jacek Jezierski congrattle gS Pron aiTpowC2MeDerof the
N I K staff College of the NIK, on her achievements and appointment'to the postorthe"Human
Rights Defender in 2010



Introductory practical course
for audit professionals

New auditors of the Supreme Audit Office, Warsaw 2010



The NIK’s annual work plans
are developed on the basis of
priority audit directions defined
by the NIK College every three
years. In the years 2009-2011,
the NIK is to assess whether
the state operates smoothly
and is friendly to its citizens,
whether public resources are
managed effectively and how
the Polish state“functions within
the European Union. The audits
planned for 2009 were also
concerned, as in the previous
years, with examination of
corruption threats. Within each
audit, already at the stage of
developing its schedule, potential
corruption threats were taken
into account. This allowed for

SUPREME

identifying potential corruption
areas and corruption-prone
mechanisms. During  each
audit, the NIK  also. .assessed
the functioning of the auditee’s
internal control system.

The most important audit in
each NIK’s annual plan and the
NIK’s priority task is the audit
of the execution of the state
budget and monetary policy
guidelines. Every year, the NIK
carries out audits in some 400
entities within the state budget
execution audit,“whose results
are presented by the Presidentof
the NIK at a plenary sessi‘bn:ho_f

the Sejm. They are described IN%S
the document entitled Analysis ™
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of the Execution of the State
Budget and Monetary Policy
Guidelines (in Polish: Analiza
wykonania budzetu paristwa
i zatozeri polityki pienieznej).

To support audit planning,
NIK experts have developed
a specialist software, tailored to
meet the specific needs of the
planning process, called SterNIK.
It has proved to be a useful tool
as it allows for making lists of
potential audit topics, for drawing
up audit schedules, as well as for
analysing the number of tasks
assigned to auditors and the
frequency of audits carried out in
individual entities.




Priority audit directions
of the NIK in 2010

The year 2010 was the second year in which our audits revolved around
the priority audit directions adopted by the College of the NIK for the years
2009-2011.

Audits carried out within the Efficient and Citizen-friendly State audit direction
were to assess how the state ensures safety and other needs of its citizens,
whether it guarantees that their rights are respected, whether they have
access to free healthcare and education and whether the state takes care
of the natural environment.

The second group of audits,
carried out within the Cost-efficient
Governanceof Public Assetspriority
direction, were to verify whether
the public administration had set
its objectives and ways of their
implementation  appropriately,
and whether it had used state
budget resources economically
and effectively. The NIK audited
how assets of the state, of

local governments and state
enterprises are managed.

The Poland in the European Union
priority  direction comprises
issues related to the presence
of Poland in the European
Community. NIK audits in this
area concentrated on matters
in the field of economy and
development - on deriving and

absorbing European resources.
It was aimed to assess whether
Poland had used them for
reducing disproportions in the
economic development.

In 2010, as in the previous years,
the NIK also examined corruption
threats and the functioning of the
internal control systems in the
audited entities.

Priority audit

directions of the NIK Audit areas in 2010

supervisory functions of government bodies; g
ration offices; protection of consumer rights; li

urces; support for the development of science;
system; the state’s social and educational funct
and the disabled; access to and quality of med

overnance of ic revenue; fight against crisis and activities ai
ic finance sector units and public utilities; im
ructuring, commercialisation and privatisation
ntities; management and administration of Sta
rprises’ assets; functioning of corporate goverl

enance of the infrastructure.

d their management; utilisation of EU subsidi
tation of regional Policy and coordination of s

ropean Union
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The audit of the state budget
execution is one of the
most important tasks of our
institution, in accordance with
the Constitution of Poland and
the Act on the NIK.

Every year, within this audit
the NIK examines financial
management of about 400 entities.
In 2010, the NIK carried out 96
state budget execution audits.
NIK auditors spent almost a

quarter of their working hours on
this huge audit. Pronouncements
on the results of state budget
audits made over a half of all the
pronouncements that the NIK
submitted to the Sejm (the lower
chamber of the Parliament).

State  budget audits are
coordinated by the Department
of Budget and Finance of the NIK,
and all NIK audit departments
participate in them. The outcome

Figure. Planned audits carried out in 2010

. State budget audits 53.6 %

Figure. Percentage of working time dedicated to individual types of audits in 2010

. Other planned audits ~ 62.1 %

State hudget
execution audit

of state budget audits is the
Analysis of the Execution of the
State Budget and Monetary Policy
Guidelines, which is a document
that the President of the NIK
presents at plenary sessions
of the Sejm every year. These
audits also determine the opinion
on the vote of approval for the
government that the NIK annually
submits to the Parliament.

46.4%  Other planned audits .
22.0% State budget audits
15.9% Adhoc audits




Addressees
of our
reports

www.bip.nik.gov.pl

President of the NIK Jacek Jezierski presents the Polish Sejm with Analysis of the Execution of the State Budget and
Monetary Policy Guidelines and Report on the Activity of the NIK. Warsaw, July 2010
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INFORMACJA

Efficient and Citizen- O WYNIKACH KONTROLI
. WYCHOWANIE FIZYCZNE | SPORT
friendly State WSZKOLACH PUBLICZNYCH

Internal and external security of
the state:

Supervision and control functions
of state hodies

NIK audits
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Quality of services for citizens
provided by public administration
bodies; protection of consumer
rights

Living in a clean environment;
efficient use of natural resources

Annual
Report

Support for the development of
science; promotion of the Polish
culture




Functioning of the education
system; state’s social and
educational functions

B Implementation of the Act on national
and ethnic minorities

B Physical education classes and sports

Knln e

PAXYHEKOBA MTATATA YEPATHN
NAJWYZSZA IZBA KONTROL]

wim papaaeisresr aydmmy
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Warniaws

in public schools

B Functioning of public schools in
prisons

Support for professional
activation; assistance to families
and the disabled

B Employment of disabled persons in the public
administration

B Sending persons to welfare homes and financing
their stays by local self-government bodies

B Functioning of family garden plots
B System of housing benefits
B Refunds on reduced-fare bus tickets

B Implementation of the multiannual programme
on state aid for food by municipalities

Access to and quality of medical
services; reorganisations in the
public healthcare system

B Training for nurses, midwives and medical
rescue workers

B Access to selected medical services

B Functioning of treatment and nursing centres

B Supervision of research hospitals by medical
universities

B Acquisition of medical equipment and medicines
by research hospitals and financing of hospitals’
activities by suppliers

B Accessto medical services provided to residents
of welfare homes

B Care for mothers and newborn babies in public
hospitals

Cost-efficient Governance
of Public Assets

Condition of public finances;
collection of public revenue;
fight against crisis and activities
aimed at mitigation of its effects

B Implementation of the monetary policy guidelines
in 2009

B Ensuring stability of the banking sector

NIK audits




K audits

INFORMACIA O WYNIKACH KONTROLI

STAK REALIZACH PROGRAMU WIELOLETHIEGD
JOSWIECIMEKI STRATEGICINY PROGRAN
RIADOWY — ETAP L1I®

Public funds management in
pubic finance sector units and
public utilities

Investments financed from public
funds



Restructuring, commercialisation
and privatisation of economic
sectors, State Treasury entities
and municipal entities

Management of State Treasury
assets, local self-governments
and state-owned enterprises’
assets; functioning of corporate
governance

IKFORHACIA O WYNIKACH KONTROLI
REALIZAC]! POSTANOWIEN USTAWY
0 REPATRIAC]] PRIEZ ORGANY
ADMINISTRAC]! RZADOWE|

| SANORZADOWE] NA TERENIE
WOJEWODITWA MALOPOLSKIEGO

Land planning; construction,

extension and maintenance of the

infrastructure

NIK audits
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Poland in the European :
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Acquisition European Union funds
and their management

INFORMACJA

NIK audits

Utilisation of EU subsidies

within the 2007-2013 financial

perspective
Implementation of regional policy
and coordination of structural
instruments
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Results
of Our
Audits

results of the NIK’s
audits contribute to
e improvement of
the state functioning.
1ulty mechanisms that
IK'auditors detect are
~frequently remedied,
‘ yhile legal systems are
ghtened up in order t
ghtened up in order to
| = prevent similar errors

_“ . in the future.
| |
B




c T De lege ferenda proposals
S5 O Given that irregularities identified stem from legal
Ga loopholes or unclear legal regulations, the NIK
elaborates proposals for changes aimed at the
- ~ improvement of the law (so called de lege ferenda
= oposals). They are most frequently addressed
the legislative branch (the Parliament) and to
government. In 2010, 71 such proposals were
orated by the NIK.

> N\
Financial outcomes of audits
heeffectiveness of NIK audits is mirrored in their
financial outcomes. These are:

}'\L\:ﬁ financial benefits, especially savings generated

I
=3
=

aimed at remedying faulty mechanisms. The
shows in which areas the state operates we
which areas there is room for improvement. So
of improvements are introduced already durin
audits or immediately after their completion. The NIk
elaborates recommendations for individual auditee:
- in the form of audit recommendations, and it also
develops conclusions addressed to the system N
as a whole. In 2010, the NIK elaborated 2995 audit: = U
recommendations. Once auditors find out an offence
or a negligence, they inform the prosecutor’s !“" R
or other law enforcement bodies thereof. In 2010, (10
the NIK sent 208 such notifications. Additionally,
the NIK attaches great weight to implementation of =~
its audit recommendations, while the way they are
implemented is also monitored.

Figure. Volume and structure of financial benefits in 2010

total PLN 700.1 million

in PLN million
0.1% Financial savings and 1.0 .
. amounts recovered of other
25.8% Amounts recovered 180.8 entities

74.1% Financial savings 5183 .
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Anti-corruption
activities

which

findings

offences,

office of that.

addressed to

proposals

of corruption |

during its audits
Parliament as one of the
annual activity report. l '

Corruption-prone mechanisms identified during ==
NIK audits:
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International Organization of
Supreme Audit Institutions
— INTOSAI

XX INTOSAI Congress in Johannesburg, 22-27 November'2010. President of the NIK Jacek Jezierski, Vice-Chair of Theme Il
speaking during the session dedicated to Theme Il “Environmental Auditing and Sustainable Development”

AUDIT |




XX INTOSAI Congress in Johannesburg, 22-27 November 2010. President of
the NIK Jacek Jezierski reports on the seminar on ISSAls at the meeting of the
Professional Standards Committee (PSC)




European Organisation of Supreme
Audit Institutions — EUROSAI

In 2010, the activity of the NIK within EUROSAI
concentrated on two main areas: chairing EUROSAI
Governing Board and activities within its working
groups and task forces. To implement the main
objectives of the NIK’s Presidency of EUROSAI,
intense works took place on the development of
the EUROSAI Strategic Plan for the years 2011-
2017, on the realisation of the training strategy for
the years 2008-2011, on strengthening cooperation
with INTOSAI and its other regional groups, and on
promotion of the Organisation in the international
arena.

In 2010, the NIK participated in the works of the
following EUROSAI structures:

» EUROSAI Strategic Plan Task Force (chair),
* EUROSAI Working Group on Environmental
Auditing,

*  EUROSAI IT Working Group,

EUROSAI Task Force on the Audit of Funds

Allocated to Disasters and Catastrophes,

* EUROSAI Working Group on Elaboration of
Good Practices for Achieving Quality within an
SAl,

* EUROSAI Training Committee - ETC.

-

NIK’s Presidency of Eu ROSA]

At the latest 7th EUROSAI Congress, held in Krakow
on 2-5 June 2008, the NIK was vested with EUROSAI
Presidency and President of the NIK Jacek Jezierski
became the Chair of the EUROSAI Governing Board
for the following three years, until the 8th Congress
in Lisbon.

During its Presidency of EUROSAI, the NIK has run
an Internet website at www.eurosai2008.pl which
serves as a communication platform for the current
Chair of the Governing Board and comprises the
materials of the 7th EUROSAI Congress.

Opening of the386thimeeting or EUROSAI Governing Board, Madrid, 4 Novem-

ber 2010. Fromjthedeft: Jacek Jezierski, Chair of EUROSAI Governing Board,
ez, President of the Congress of Deputies of Spain and

José Bono Mattil
Manuel Nunez Pefez, Secretary General of EUROSAI

o
X
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 EUROSA!
STR AT vGIC PLAN
) 20112017

EUROSAI Strategic Plan




Other initiatives within EUROSAI
Presidency

NIK’s participation in coordinated
audits in 2010

EUROSAI Strategic Plan Task Force at the meeting at the NIK, 16 June 2010
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Supreme Audit Institutions of the Visegrad Group, Austria and Slovenia (V4+2),
at the meeting in Slia¢ — Sielnica, Slovakia, 30 September — 1 October 2010.
From the left: Stanistaw Jarosz, Vice-President of the NIK, Jacek Jezierski, Presi-
dent of the NIK and Jacek Mazur, Advisor to the President of the NIK

Participants in the coordinated audit on the employment of the disabled at the meeting at the NIK, 17 September 2010




‘7}.! audit,

commission

Meeting the
challenge

Jacek Jezierski, Chair of EUROSAI Governing Board and Christian Melly, President of EURORAI at the VIl EURORAI Congress,
London, October 2010

Contact Committee






Annual meeting of the Contact Committee of the Heads of the EU SAls and the ECA, Luxembourg, 19 October 2010

Cooperation with the European
Court of Auditors — ECA

Meeting of the ECA member
with the Management of the
NIK, Gotawice, 16 December
2010. From the left: Augustyn
Kubik, member of the ECA and
Jacek Jezierski, President of
the NIK




Jozef Higersberger
(1856-1921), first President of
the NIK

Jozef Pitsudski (1867-1935),
statesman, Head of State, Marshal
of Poland

I
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PANSTWA POLSKIEGO.
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183.
DEKRET

o najwyiszej lzbie Kontroli Paristwa.

Na wniosek Rady Ministrow stanowie co nastepuje:

RArt. 1. W miejsce utworzonego postanowieniem Tymczasowej Rady
Stanu z 10 sierpnia 1917 r. Urzedu Obrachunkowego utworzona zostaje
Najwyisza izba Kontroli Paristwa w Warszawie. Najwyisza lzba Kontroli
Paistwa jest wiadza podlegta bezposrednio Naczelnikowi Panstwa, samo-
dzielnz i powolana do stalej, a wszechstronnej kontroli dochodow i wydat-
kéw panstwowych, prawidtowosci administrowania- majatkiem paristwa oraz
gospoderki instytucji, zakladow fundacji i funduszow, tudzie: jednostek
samorzadowych i miast wskazanych w art. 11. Pozatem Najwyisza lzba
Kontroli Panstwa kontroluje wszechstronrie wykonanie budietu.

8]

Dan w Warszawle, dnia 7 lutego 1919 r.

Naczelnik Parstwa:
J. Pitsudsks

Prezydent Ministréow:
1.-J. Paderewski

Minister Skarbu:
Dr. Engiich

Every year, on 7 February, representatives of the
NIK lay wreaths at the monument to the founders
of the NIK to commemorate their achievements

Some
history

Ignacy Jan Paderewski
(1860-1941), Prime Minister,
Minister of Foreign Affairs,
excellent pianist and composer

For over 90 vyears, the NIK has been
appraising the functioning of the state and
the management of public resources. The
tradition of Polish state auditing goes back
to the 19th century, but the date of the
NIK’s establishment is 7 February 1919.
On that day, Head of State Jozef Pitsudski
issued a decree on the Supreme Office
of State Audit, which was also signed by
the President of Ministers Ignacy Jan
Paderewski. The NIK was established as
an independent authority, it was directly
subordinate to the Head of State, while its
numerous connections with the Sejm (the
lower chamber of the Parliament) were
also emphasised. Its task was to conduct
constant and versatile audits of public
finances. The Supreme Office of State Audit
was one of the first institutions established
in Poland after the First World War, when
the country finally regained independence.
It was the main task of the first President
of the NIK Jozef Higersberger to organise
the new institution and to provide legal
basis for auditing.
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NAJWYZSZA 1ZBA KONTROLI (NIK)

ul. Filtrowa 57

02-056 Warszawa

Poland

www.nik.gov.pl

www.eurosai2008.pl

e-mail: wsm@nik.gov.pl

phone: +48 22 4445480
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