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Republic of Latvia

Cabinet

Regulation No. 342

Adopted 5 October 1999

Regulations Regarding Internal Audit

Issued pursuant to Section 14, Clause 3

of the Law on the Structure of the Cabinet

I. General Provisions

1. These Regulations prescribe the procedures by which internal audit shall be established, conducted and developed in ministries, secretariats of ministers for special assignments and other State administrative institutions (hereinafter – ministry), State institutions subject to the control of a ministry, as well as in programmes and projects implemented by State institutions and which are fully or partially financed by the State and the European Commission.

2. Internal audit is the evaluation of the internal control system of an institution, which provides recommendations for improvement of the system in order to ensure effective operation of State administration.

3. The internal control system is the plan of action adopted by the management of an institution, as well as all the methods and procedures that ensure effective management of the institution.

4. Implementation of an internal audit system, promotion of a uniform State internal audit policy, and improvement of the activities of State administrative institutions in the area of internal audit shall be co-ordinated by a co-ordinating body formed by the Cabinet – the Internal Audit Council (hereinafter – Council).

II. Official Responsible for Formation of an Internal Audit System
5. The State Secretary of a ministry or an official of equivalent status (hereinafter – State Secretary) shall be responsible for the formation of an internal audit system in the ministry and institutions subordinate to it (except supervised institutions). In institutions supervised by the ministry, the head of the relevant institution shall be responsible for the formation of an internal audit system.

6. The State Secretary may authorise the heads of institutions (hereinafter - mandated official) subordinate to the ministry (except supervised institutions) to form an internal audit unit in the relevant institution. The State Secretary shall be responsible for the work of such internal audit units.

7. The State Secretary has the following duties:

7.1. to form an internal audit system of the ministry;

7.2. to approve the by-law of the internal audit of the ministry central administration;

7.3. to organise formation of the internal audit units in institutions subordinate to the ministry;

7.4. if necessary, to harmonise with the heads of institutions subordinate to the ministry the activities of the internal audit unit of the central administration of the ministry at the relevant institution;

7.5. to approve the long-term internal audit development plans, the strategic audit plans of the central administration of the ministry, and the annual audit plans;

7.6. to notify the Council of the appointment to and release from office of the head of the internal audit unit;

7.7. to submit to the Council and the State Audit Office each year by 30 January:

7.7.1. the long-term internal audit system development plans of the ministry and the institutions subordinate to it (if no amendments are anticipated – once every five years);

7.7.2. the strategic audit plans of the ministry and the institutions subordinate to it (if no amendments are anticipated – once every two years);

7.7.3. the annual audit plans of the ministry and the institutions subject to its control; and

7.7.4. a joint report on the activities of the internal audit system of the ministry and the institutions subordinate to it;

7.8. to submit to the Ministry of Finance once every two years information and documents necessary for the preparation of a comparative audit report;

7.9. to approve the auditor training plans prepared by the head of the internal audit unit of the central administration of the institution;

7.10. to specify the accepted deadline for implementing the recommendations made by the internal audit; and

7.11. to submit to the national responsible official (Deputy State Secretary of the Ministry of Finance) final reports regarding all internal audits, conducted by State institutions, of programmes and projects fully or partially financed by the State and the European Commission.

8. The mandated officials and heads of the institutions supervised by a ministry have the following duties:

8.1. to form an internal audit unit or to appoint the head of the internal audit;

8.2. to approve the internal audit by-law of the institution;

8.3. to approve the internal audit long-term development plans, the strategic audit plans of the institution and the annual audit plans;

8.4. if necessary, harmonise with the State Secretary the activities of the internal audit unit of the central administration of the ministry at the institution;

8.5. to notify the State Secretary of the appointment to and release from office of the head of the internal audit unit;

8.6. to submit to the State Secretary each year by 15 January:

8.6.1. long-term development plans of the internal audit system of the institution (if no amendments are anticipated – once every five years);

8.6.2. strategic audit plans of the institution (if no amendments are anticipated – once every two years);

8.6.3. annual audit plans of the institution;

8.7. to submit to the State Secretary every six months (by January 15 and July 15) a report regarding the results and planning of the internal audit work of the institution;

8.8. to approve the auditor training plans prepared by the head of the internal audit unit of the institution;

8.9. to specify the accepted deadlines for implementing the recommendations made by the internal audit; and

8.10. to submit to the State Secretary final reports regarding the internal audits conducted by State institutions of programmes and projects fully or partially financed by the State and the European Commission.

9. At the request of the State Secretary, the mandated officials shall submit any internal audit final report regarding internal audits that have been conducted at the institutions referred to in Paragraph 6 of these Regulations on programmes and projects implemented by State institutions and fully or partially financed by the State and the European Commission.

10. State Secretaries and the heads of the institutions supervised by the ministry (hereinafter – responsible official) shall participate in the formation of the internal audit system and supervise its operation and compliance with the standards of the internal audit.

III. Internal Audit Units
11. Internal audit shall include financial, management, performance evaluation, quality, as well as other types of audits. Internal audits shall be conducted in order to provide the responsible official (mandated official) with an evaluation of:

11.1. the effectiveness of the internal control system and its appropriateness for attainment of the goals set by the institution;

11.2. reliability and completeness of the financial, accounting and other information submitted;

11.3. conformity of operations of units of the institution to regulatory enactments, to the strategy, policy, approved action plans, specified functions and personnel policy developed by the institution; and

11.4. effective and economic utilisation of resources, strict control and protection against losses.

12. Internal audit units shall be independent units reporting directly to the relevant responsible official (mandated official).

13. The task of an internal audit unit is to systematically supervise ministries, the institutions subordinate to them, internal control systems (including financial and management control systems) of programmes and projects fully or partially financed by the State and the European Commission, to provide to the responsible official (mandated official) evaluation of such systems and recommend necessary improvements.

14. An internal audit unit shall not be directly involved in the performance of the functions of the ministry, the institutions subordinate to it, and of programmes and projects fully or partially financed by the State and the European Commission and in the preparation of particular projects and programmes, and shall provide to the responsible official (mandated official) a report on its activities.

15. An internal audit unit in its work shall observe the internal audit standards of Latvia (hereinafter – internal audit standards).

16. The head of an internal audit unit shall be appointed to and released from office by the responsible official (mandated official) in accordance with regulatory enactments.

17. The head of an internal audit unit has the following duties:

17.1. to organise the work of the unit and be responsible for performance of tasks specified for it;

17.2. to co-ordinate the duties of employees of the unit and to control the performance thereof;

17.3. once a year to prepare and submit to the responsible official (mandated official) the annual plan of the internal audit and the updated strategic internal audit plan;

17.4. to ensure regular improvement of professional qualification of the employees of the internal audit unit in conformity with the developed training plans;

17.5. to provide personnel of the internal audit unit with updated internal audit standards, methodological materials prepared by the Ministry of Finance, an internal audit handbook and other information necessary for the work;

17.6. to organise the work of internal audit in conformity with the internal audit standards;

17.7. to inform the relevant official of the facts discovered by and opinions of the internal audit, to suggest discussion of recommendations at the relevant management level, as well as follow the implementation of the recommendation of the internal audit; and

17.8. to prepare a report on the operation of the internal audit unit for submission to the responsible official of the ministry.

18. Internal audit units have the right to become acquainted with the documents of the relevant institution (including texts of such documents in electronic form), as well as to receive necessary explanations and statements from employees of the institution.

19. Employees of the internal audit of the central administration of a ministry have the right, when conducting internal audits at the institutions subordinate of the ministry and of programmes and projects fully or partially financed by the State and the European Commission, to become acquainted with the documents (including texts of such documents in electronic form), as well as to receive necessary explanations and information from employees of the institution.

20. The head of the internal audit shall notify in writing the responsible official (mandated official) regarding each refusal to present information or documents requested by the internal audit.

21. The internal audit unit shall provide to the responsible official (mandated official) a written final report on each internal audit, which report evaluates the internal control system, provides recommendations and suggests a deadline for implementing the recommendations.

IV. Internal Audit of Programmes and Projects Fully or Partially Financed by the State and the European Commission
22. Internal audit of programmes and projects fully or partially financed by the State and the European Commission shall be performed by a joint audit headed by the internal audit unit of the relevant ministry, with the participation of employees of the internal audit unit of the Ministry of Finance.

23. The joint audit has the right to become acquainted with all documents (including texts of such documents in electronic form) with respect to the programmes and projects fully or partially financed by the European Commission at a ministry and the institutions subordinate to the ministry.

24. Ministries shall submit to the national responsible person the audit plans for audits of programmes and projects fully or partially financed by the European Commission, as well as the final reports of the audits. The Ministry of Finance shall determine the methodology, scope and form of reports of the audits referred to.

25. The Ministry of Finance shall be responsible for co-ordination of the audit plans for programmes and projects fully or partially financed by the European Commission with relevant institutions of the European Union.

26. Internal audits of programmes and projects fully or partially financed by the European Commission shall cover the following phases of the administrative, financial and technical management systems of the programmes financed by the European Commission:

26.1. preparing the competition documents;

26.2. organising the competition;

26.3. entering into contracts;

26.4. supervision of work; and

26.5. making payments.

V. Co-ordination of Internal Audit Development

27. The Ministry of Finance is responsible for the general co-ordination of internal audits, for uniform updating of the internal audit standards, and for the formulation of recommendations.

28. The Ministry of Finance has the following tasks:

28.1. to co-ordinate and manage the formation and development of internal audit in the State administration;

28.2. to prepare materials on methodology, recommendations regarding the internal audit, and an internal audit handbook;

28.3. to co-ordinate training and raising of professional qualification of internal auditors;

28.4. to facilitate the development of effective professional contacts among State institutions;

28.5. to submit reports to the Council regarding necessary improvements to the internal audit system;

28.6. to provide advisory methodological assistance to State institutions in the field of internal audit;

28.7. to participate in audits of programmes and projects fully or partially financed by the European Commission;

28.8. to submit each year by 15 February to the Council and the State Audit Office a report on the operation of the internal audit system in the State administration;

28.9. to develop a comparative evaluation system to evaluate the effectiveness of the internal audit in the State administration; and

28.10. to conduct once every two years a comparative evaluation of the work of the internal audit unit of each ministry, and to report the results to the State Secretary of each ministry and the Council.

29. After the performance of a comparative evaluation, the Ministry of Finance shall prepare a report evaluating the internal audit units with respect to:

29.1. the annual audit plan and accomplishments;

29.2. conformity of the operations performed to the standards, and the technical presentation of the work; and

29.3. the personnel qualification and training plan.

30. In order to ensure comparative evaluation of internal audits, the Ministry of Finance has the right to request the responsible officials of ministries to submit the necessary documents, as well as explanations from employees of the internal audit unit of the ministry regarding the documents submitted, guaranteeing confidentiality of information in accordance with the procedures set out in regulatory enactments.

VI. Closing Provisions

31. By 1 November 1999:

31.1. the responsible official shall form on the basis of the existing official internal audit, in accordance with the internal audit standards, an internal audit unit, or shall appoint the head of the internal audit unit and specify the work load of the existing internal audit service; and

31.2. the Ministry of Finance shall prepare an internal audit handbook and recommendations for risk assessment methods.

32. By 1 December 1999 the responsible official shall specify the scope of work of the internal audit and ensure preparation of risk assessment.

33. By 1 January 2000, the responsible official (mandated official) shall approve the internal audit plan for 2000.

34. By 1 March 2000, internal audit units shall begin full operation.

35. By 20 March 2000, the mandated officials and the heads of institutions supervised by ministries shall submit to the State Secretary the strategic internal audit plans for the years 2000 – 2003.

36. By 1 April 2000, each State Secretary shall submit to the Council and the State Audit Office the strategic internal audit plans for his or her ministry and the institutions subordinate to it for the years 2000 – 2003.

37. As of 1 March 2000 the Cabinet Regulation No. 339 of 27 August 1996, Regulations on Internal Audits of Ministries and Other Central State Institutions (Latvijas Vēstnesis, 1996, No. 147) is repealed.

Acting for the Prime Minister -

the Minister for Justice




V. Birkavs

Minister for Finance






 E. Krastiņš
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