Mr. L&szl6 Domokos
President of the State Audit Office of Hungary

62" Meeting of the Governing Board of INTOSAI
Dear Colleagues,
Ladies and Gentlemen,

Upon the request of my distinguished colleague ,NDoser, it is my pleasure to
inform you on the recent developments concernirgy ittdependence of the
State Audit Office of Hungary.

In Hungary, the first decade of the*2dentury was characterised by permanent
budgetary overspending and the drastic increagmilotic debt. This could not
be prevented by either the State Audit Office ofngfary, or by other
independent public institutions, therefore changesded to be made and new
rules needed to be laid down.

In the framework of these developmentscently there have been several
changes concerning the structure, the mandatenanddependence of the State
Audit Office of Hungary. Parallel to these devel@mts in Hungary, the
independence of SAls has been very topical withenINTOSAI Community as
well.

The new Act on the State Audit Office of Hungaryezad into force on 1 July
2011. The act brought noticeable changes in Hungaxiending the audit
mandate of the SAO, making its work even more parent, and significantly
strengthening its independence.

The new act kept the ‘audit office’ type charactdrthe institution, but -
contrary to the previous practice — it makes thepewoation with the SAO
obligatory and provides strong guarantee theretsdmgetioning the omission of
this obligation The purpose of the SAQO’s strengthened powers eénsoire that
audits do not remain without consequenfmesthose not actingn compliance
with law. The new Hungarian legislation stipulates thathe tourse of the
audits the audited entity shall provide the infotioa necessary for the audit.
Another significant change is that they are alsiigeld to prepare an action plan
based on the recommendations of the SAO.

The above is in line with the Mexico DeclarationINTOSAI which stipulates
that ‘a sufficiently broad mandate and full disoet should be ensured for
SAls for the performance of their tasks, which ngedimely, unfettered, direct
and free access to all the necessary documenigfanchation’.

As a new element, the act specifies also the mim@f good governanc&he

new act makes it possible that in case of minoringéments and wasteful
practices, the President of the State Audit OfféeHungary may address a
warning letter to the head of the audited entitjhhjows obliged to take the



necessary measures. This is followed by an insttnadready ensured
previously, which protects public funds in a prewenway. The President of
the SAO may initiate the freezing of the availahlads of that entity or even
thesuspension of the payment of state subsidies

The independent operation is indispensable foetheient work of the SAO. In
this respect, the new Act on the SAO representgy@ifisant step forward.
Strengthening the independence is in line with thena and Mexico
Declarations of INTOSAI and the declaration adopbgdthe VIII EUROSAI
Congress in June 2011. According to INTOSAI stadslarSAls have to
determine freely their priorities, work programnugganisational structure as
well as the methods appropriate for the auditsaacérried out. International
standards stipulate also that the legislative bstigll provide ‘sufficient
resources’ for the Supreme Audit Institution. Thexito Declaration states that
the executive power should not control or manageatitess to resources.

The new Hungarian legislation follows the abovengples, as it contains
several provisions which guarantee independence. aldt stipulates that the
budget of the SAO shall not be reduced in nomieains from one year to
another, and additional tasks can be given to tA® ®y law only if the
necessary financial resources are provided. Fiahnodependence is also
guaranteed by decoupling auditors’ remunerationsb&®m civil servants’
salary. The act links the salary of auditors, (vame subject to strict rules on
conflict of interest), to the level of monthly aage gross earnings of the
national economy. That makes changes in the reratioerbasis automatic, so
it prevents the Government from interfering. Anaothguarantee for
independence is that the act stipulates that thiegsional rules and methods of
audits carried out by the SAO should be establisyeithe SAO itself.

The Act on the SAO attaches particular importacté issue of transparency,
which is also in line with international standaralsd follows the principles

defined in the relevant INTOSAI documents (ISSAI a@dd 21). The new

Hungarian act stipulates that all SAO reports arblip, thus all stakeholders
and all Hungarian taxpayers have the right to ledvaut the findings of the

audits. It is also for the purpose of transpardhey the SAO has to make public
its audit methods and the applied professionakrule

We believe that independence is an essential fattbe effective activity of an
SAl, therefore we are striving to maintain and depe forward the
independence of the State Audit Office of Hungémythis respect we hope that
we can show an example to be followed for othersS¥s well.

Thank you for your attention.




