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Adopted 25 July 2000

Regulations on the Conduct and Organisation of Accounting
Issued pursuant to Section 15 of the Law on Accounting 

I. Recording of Economic Transactions and Maintenance of Accounting Registers
1. These Regulations determine the basic requirements for the conduct and organisation of accounting in undertakings, companies, institutions and organisations (hereinafter - undertaking). 

2. All economic transactions of an undertaking shall be confirmed by documents regarding the existence of economic transactions of an undertaking (hereinafter – corroborative document), assessed in monetary terms and, observing chronology, recorded in the accounting registers of the undertaking in systematic order. 

3. In the cases provided for by regulatory enactments, movable and immovable property may be registered and accounted for in kind. 

4. A corroborative document may be of external or internal origin and, depending on the significance of the document, such document may be prepared in writing in one or more copies or electronically. 

5. Corroborative documents shall be prepared in such a manner that the information contained therein is not lost and the legal effect thereof is ensured during the whole period of keeping the documents, and that it is possible to make a copy of such document. A corroborative document shall not be prepared with entries in pencil or by any other technically easy to correct or physically unstable means. 

6. If a corroborative document is prepared and stored electronically, the ability to issue a hard copy thereof shall be ensured. In such case a printout of all electronically prepared requisites and electronic signature shall be provided in such a manner that the parties of an economic transaction and, if necessary, third persons may unmistakably identify all information contained in such documents. 

7. The manager of an undertaking, taking into account the requirements for corroborative documents prescribed by regulatory enactments, shall independently select the type and content of such documents, as well as the manner of the drawing up thereof, except for cases where the drawing up or the content of a relevant corroborative document is regulated by a specific regulatory enactment. 

8. Documents which comply with the requirements specified for corroborative documents shall be utilised to make entries in accounting registers in order to systematise the information contained in such documents in respect of economic transactions of the undertaking. Subsequent to examination of a corroborative document, the posting shall be indicated thereon. In order to prevent the possibility of making a repeated entry, subsequent to entering a corroborative document in the relevant accounting register, the entry sequence number shall be indicated on the document. 

9. In maintaining accounting registers the measure of value used in entries shall be the currency of the Republic of Latvia. If the measure of value in a corroborative document is in a foreign currency or if the corroborative document confirms receipt or spending of a foreign currency, for the purposes of recording the amounts indicated therein shall be converted to lati in accordance with the foreign exchange rate determined by the Bank of Latvia effective on the day of the economic transaction (on the day of receipt or payment of money, day of purchase or sale of goods and services respectively, as well as any other day on which resources were actually obtained or alienated (liabilities arose or terminated) and property-related risks have been taken over or transferred). 

10. All entries in accounting registers shall be made on the day of the economic transaction or as soon as possible thereafter but not later than within a period of 15 days after the end of the month in which the economic transaction took place. Entries shall be made in the double entry accounting system, on the basis of corroborative documents or summary data of uniform documents. In cases prescribed by law entries may be made in the single entry system. 

11. When utilising the double entry system, one and the same sum for one and the same economic transaction shall be entered in the debit and credit of the accounts, observing the chart of accounts used in the undertaking and the mutual connection between the accounts in conformity with the nature of the economic transaction (correspondence of accounts). 

12. A chart of accounts is a systematised list of accounts, approved by the manager of the undertaking, intended for long-term use. 

13. Each account shall store information in monetary terms, necessary for the preparation of financial statements in respect of resources, liabilities, own capital items and income or expenditure in a specified period of time corresponding to the heading of the account. 

14. If two accounts are utilised for recording economic transactions, a simplified correspondence of accounts shall be used, but if three or more accounts are utilised for this purpose, the complex correspondence of accounts shall be utilised. 

15. An indication regarding the credit and debit of which accounts the sum of the economic transaction is to be entered (posting) shall be made in writing on the corroborative document or the summary of uniform documents and, in conformity with the posting, entries in the appropriate accounts shall be made. 

16. The general ledger shall indicate the account codes and headings thereof in the sequence provided for in the chart of accounts. When making postings in corroborative documents and making entries in accounting registers, the account codes shall be specified. 

17. Accounting registers shall be classified into chronological registers and systematic registers. Entries on each economic transaction in such registers shall be made in chronological sequence (chronological entry) or according to the economic content (systematic entry) respectively. If economic transactions of certain type repeat frequently, a separate chronological register for each such type of economic transaction may be set up – accrual register. 

18. In chronological registers all economic transactions shall be registered in chronological order and for each economic transaction the following information shall be indicated: 

18.1. date of entry; 

18.2. entry sequence number; 

18.3. reference to the corroborative document: author of the document (name of the legal person or the given name and surname of a natural person), name of the document or description of the economic transaction, the date on which the document was prepared and the registration number); 

18.4. value of the economic transaction in monetary terms; and 

18.5. heading or code of the economic transaction in the accounting records (if the double entry accounting system is utilised in accounting - the codes of those accounts in the debit and credit of which the economic transaction is to be recorded). 

19. In systematic registers economic transactions shall be grouped into uniform groups according to the economic content. Systematic registers are the general ledger and analytical accounting registers. In the general ledger economic transactions shall be registered in monetary terms according to the accounting positions. In the analytical accounting registers economic transactions shall be registered in the analytical accounts in monetary terms, but in respect of fixed asset and stock accounting items - also in kind. 

20. A journal-ledger may be used as the main accounting register in undertakings. In such case, in addition to the journal-ledger, accrual registers shall be created for separate types of economic transactions, and analytical accounting registers shall be created for recording of fixed assets, stock, settlement balance and turnover. 

21. For detailed classification of types of stock and components of expenditure items or of other accounting objects in the undertaking, special code systems (number or letter codes), symbols or abbreviation may be introduced. The manager of the undertaking shall approve the instructions for use of a relevant code system, symbols and abbreviations. 

22. When conducting accounting in a single entry system, the accounting registers of an undertaking shall reflect the flow of money, sources of the origin and utilisation thereof, as well as any changes that have occurred in the surpluses of resources and liabilities as a result of money income or expenditure. 

23. If accounting in an undertaking is conducted in the single entry system, a money flow and recording journal shall be created where cash and non-cash income and expenditures shall be registered, or two separate journals – a cash book and a book of credit institution accounts. In the cash-book, cash, cash income and expenditures shall be recorded, but in the book of credit institution accounts, non-cash income and expenditures in the undertaking's current and deposit accounts in credit institutions shall be recorded. In order to record data required for tax assessment, as well as to perform control of the property and accounting of the undertaking, additional analytical accounting registers shall be maintained in the undertaking. 

24. At the end of each month the total sum of economic transactions shall be calculated in the chronological registers, but in the general ledger, journal-ledger, money flow recording journals and analytical accounting registers – debit and credit turnover of accounting records or analytical accounts and also the balances of such accounts shall be calculated and the sums shall be mutually adjusted. 

25. At the end of each accounting year, accounts and accounting registers shall be closed by recording account-closing entries and carrying the balance of accounts forward to new accounting registers for the next accounting year. 

26. The manager of an undertaking may independently choose the type, content, number and mode of preparation of accounting registers, taking into account the structure of the particular undertaking, the nature of economic activity and the amount of information to be processed. Cases where the type, content or manner of preparation of a relevant accounting register is regulated by a specific regulatory enactment shall be exceptions. 

27. If corrections are introduced in corroborative documents and accounting registers prepared in the form of a paper document, each correction shall be justified, indicating who made the correction, and when and why the correction was made, and confirmed with the signature of the person who made the correction. 

28. A correction shall be made by means of a new entry that corrects or cancels the previous entry. In the correction of an error, the method of error correction may be used whereby negative numbers are used in the accounting registers irrespective of the time when the error was determined (cancellation). 

29. An accounting statement containing information on which accounting register or corroborative document is to be corrected may be used as a corroborative document for a correction. The accounting statement shall indicate the date when the correction was made, the reason, the person who authorised the correction and the sequence number of the (initial) entry to be corrected in the chronological register. A note regarding preparation of the accounting statement shall be made on the (initial) corroborative document to be corrected and the date of the statement shall be indicated. 

30. In undertakings where accounting is done with computerised accounting programs, storage of all accounting information in data carriers in the archive of the undertaking shall be ensured, or printouts of corroborative documents and accounting registers shall be systematically maintained and stored in the archives of the undertaking. 

31. Before being placed in the archives of the undertaking, corroborative documents, accounting registers and other accounting documents shall be kept in the accounting department in the care of the responsible persons. Corroborative documents of the current month which refer to a specific accounting register and prepared in the form of paper documents shall be compiled in the order of entry numbers and bound or sewn together in folders shall be stored in storage places intended for such purpose. 

32. Natural persons and legal persons may utilise the accounting documents stored in the accounting department and archives of the undertaking only with the permission of the manager of the undertaking. Such documents may be removed from the undertaking only in cases and in accordance with the procedures set out in special laws or other regulatory enactments. 

33. If an undertaking is liquidated or re-organised, after co-ordination with the Office of the Director General of the State Archives, further storage procedures of the archive of the undertaking shall be determined by the liquidation commission. The commission referred to shall arrange the documents and transfer them for future keeping in the State archives or the archives of the undertaking established as a result of re-organisation. 

34. The manager of the undertaking shall be responsible for the maintenance and protection against destruction or loss of corroborative documents, accounting registers, accounting organisation documents, and other accounting information of the undertaking. 

II. Accounting Organisation Documents
35. Accounting organisation documents shall specify the procedures for documenting economic transactions of an undertaking, the resources and sources of the formation thereof, evaluate and inventorize the resources and liabilities of the undertaking, organise the circulation of documents and maintain the accounting registers. An accounting organisation document shall also be the chart of accounts, the instructions for use of such chart and codes and symbols, criteria for classification of long-term investments and current assets, instructions for the keeping of accounting entries, documents and registers, and instructions for the preparation of the annual accounts and other financial statements. 

36. If not otherwise provided for by special laws or other regulatory enactments, the manager of an undertaking shall develop and approve accounting organisation documents and be responsible for the contents thereof. 

37. Preparation of corroborative documents related to economic transactions of an undertaking, registration and circulation thereof and other record-keeping matters in accounting shall be prescribed by a description or chart of document circulation. Such description or chart shall specify the flow of corroborative documents in systems of economic transactions, the sequence of control and processing of such documents, performance deadlines, performers, the number of copies of corroborative documents prepared in the undertaking, the place and time of storage and other matters. 

38. The systems of economic transactions referred to in Paragraph 37 of these Regulations shall be the division (classification) of economic transactions of an undertaking in the following directions that, in respect of the economic content and essence thereof, are mutually related:

38.1. purchase of goods and services; 

38.2. settlement of accounts with suppliers of goods, providers of services and employees of the undertaking; 

38.3. recording of the production of products and of costs;

38.4. storage of raw materials, materials, finished products and goods; 

38.5. sale of finished products, goods and services; 

38.6. settlement of accounts with purchasers and commissioning parties for goods sold and services rendered; 

38.7. loans and repayment thereof; 

38.8. financial investments and transactions with securities; and 

38.9. other directions of economic transactions of an undertaking not referred to in this Paragraph, the number and structure of which directions depends on the particular normal activities of the undertaking in the formation of income and financial resources. 

39. In the maintenance of accounting records, Chapters Three and Four of Cabinet Regulation No. 154 of 23 April 1996, Regulations Regarding Development and Drawing up of Documents, apply. 

40. In order to ensure registration of all documents prepared in accounting, documents shall be numbered according to the type thereof and the sequence number shall normally be assigned to the document during the process of its preparation. 

41. In order to prevent the possibility of intentional or unintentional error when assigning a sequence number to a document prepared in accounting, previously numbered forms of corroborative documents (bills of lading-invoices, receipts and other forms) shall be utilised for documentation of separate economic transactions. 

III. Inventory Procedures
42. Inventory shall be taken by determining the actual quantity of objects owned by or in use by an undertaking, and by comparing the amounts of claims and debts with debtors and creditors. 

43. Determination of the actual quantity of objects owned by or in use by an undertaking shall involve evaluation of the quantity, duration of use and worth (quality, usefulness) by generally applicable methods (examining, counting, weighing, measuring) or, if necessary, by special methods (for example, geodesic measurements, making technical calculations, chemical analysis of samples in laboratories, evaluations by invited experts). The evaluation referred to is applicable to tangible property owned, possessed, held or stored by the undertaking (long-term investments and current assets, as well as off-balance-sheet assets), including that which has been placed in secure storage, or is undergoing processing or repair within the undertaking. 

44. Inventory of the amounts of intangible investments and other intangible property, as well claim and debt (including off-balance-sheet liabilities) shall be taken by checking the amount thereof against relevant documents. 

45. The manager of an undertaking shall be responsible for taking inventory in the undertaking. For inventory purposes in the undertaking the manager of the undertaking shall set up inventory committees for taking inventory in separate objects. The owner of an individual undertaking may take inventory by himself or herself. 

46. Personnel of the inventory committee and the date of inventory commencement and completion shall be determined by the manager of the undertaking by means of a written instruction. 

47. Inventory shall be taken in the presence of a financially liable person, if such exists. In exceptional cases the manager of the undertaking shall take a decision to take inventory without the presence of the financially liable person. 

48. The manager of the undertaking shall invite the audit board (auditor) of the undertaking, or the internal auditor, or a certified auditor to observe the course of the closing inventory for the accounting year. 

49. By the day of inventory, processing of all corroborative documents (on receipt and transfer of material assets) shall be completed, relevant entries shall be made in the analytical accounting registers and balances shall be calculated. 

50. Prior to commencement of checking the actual condition of the material assets the inventory committee shall: 

50.1. become acquainted with the object of inventory and inventory instruction, and draw up an inventory plan; 

50.2. verify that all weighing and measuring devices are accurate and ready for use; 

50.3. check whether at the moment of inventory all documents (including the most recent corroborative documents on receipt and transfer of material assets) are registered in the appropriate registers. If it has not been done, a time period for the performance of the said activities shall be allotted and inventory shall be commenced only after such activities have been completed. Persons responsible for the keeping of material values shall confirm with a signature that at commencement of inventory all corroborative documents regarding the receipt and issue of material assets have been registered and submitted to the accounting department. A similar confirmation shall be received also from persons who have received cash advances for the purchase of material assets or an authorisation for receipt thereof. 

51. If the inventory of material assets is not completed in one day, the premises where the material assets are kept shall be sealed after the inventory committee has left. 

52. The results of the inventory shall be entered into inventory lists. Such lists shall be drawn up in at least two copies. One copy of the inventory list shall be retained by the financially liable person. 

53. An inventory list shall be drawn up observing the following requirements: 

53.1. mandatory requisites of the document to be drawn up shall be indicated – name of the undertaking and the organisational unit subject to inventory, name and number of the document, the date of drawing up thereof, justification, data regarding persons participating in the inventory, name of the accounting units of the material assets and, if applicable, the accounting code (number) thereof, units of measurement, quantity and other requisites (prices, sums), taking into account the type of object under inventory and procedures prescribed in the inventory instructions of the undertaking; 

53.2. the inventory list shall be drawn up in a clear and understandable manner by utilising a computer or by making entries by hand in a previously prepared inventory list form; 

53.3. the inventory list shall be signed by all members of the inventory committee and the financially liable persons; 

53.4. if inventory is taken because another person has been appointed as a financially liable person, the inventory list shall be drawn up in three copies. The person who accepts material assets or cash shall sign on the inventory list for receipt thereof, but the person transferring them – for the transfer thereof; 

53.5. if an entry in the inventory list is corrected, provisions regarding correction of accounting entries shall be observed; 

53.6. an error in all copies of the inventory list shall be corrected as follows: the incorrect entry shall be struck out, the correct entry shall be made and a notation shall be made as to who and when made the correction and why the correction was made; 

53.7. a correction shall be signed by all members of the inventory committee and the financially liable persons; and 

53.8. when making entries by hand in a previously prepared inventory list form, no empty lines shall remain. On the last page of the inventory list empty lines shall be crossed out. 

54. Inventory in an undertaking shall be performed in accordance with the inventory instructions approved by the manager of the undertaking. Inventory instructions shall specify the deadlines and procedures for preparation, performance and documentation of the closing inventory for the accounting year. Additional inventories, periodic inventories, extraordinary inventories (if theft, damage of material values, fire, flood or other natural disaster has been determined, or if inventory is performed in conformity with the provisions of the contract of employment or collective agreement regarding financial liability of an employee) may be provided for in an undertaking by preparing relevant inventory instructions. 

55. After completion of the inventory of objects or balance items, the inventory committee or the relevant inventory working group shall, in accordance with procedures specified by the manager of the undertaking, prepare inventory lists, attach documents obtained or prepared in the course of the inventory, as well as provide explanations and proposals, and submit them to the manager of the undertaking. 

56. The manager of the undertaking or another person, in accordance with official duties in the undertaking, shall examine the submitted inventory documents and verify whether: 

56.1. inventory lists in respect of all objects and balance items to be inventoried, as specified in the instructions, have been submitted; 

56.2. inventory lists have been completed in conformity with the prescribed procedures; 

56.3. inventory results have been obtained in conformity with the inventory instructions; 

56.4. the submitted explanations and proposals are justified; and 

56.5. all calculations indicated in the inventory lists are correct. 

57. Errors determined in prices and calculations shall be corrected in accordance with the procedures set out in Paragraphs 27, 28 and 29 of these Regulations. A note regarding verification of price and final result calculations shall be made on the last page of each inventory list, which note shall be confirmed by signatures of the persons performing the examination. 

58. The manager of the undertaking may organise control examinations in respect of inventory results and, if necessary, require a repeat taking of inventory. 

59. The accounting department of the undertaking shall draw up comparison lists. The lists referred to shall show the difference between the data in accounting books and the inventory lists determined during inventory so that, in accordance with the inventory results, entries in balance accounts can be adjusted. 

60. Assessment differences determined during the inventory taking, the difference in the number of units of material assets or losses thereof due to damage, wear and tear or other reason shall be recorded by making entries in the appropriate accounting register accounts in accordance with the instructions of the manager of the undertaking. 

61. If the inventory has actually taken place or the results of the inventory have been obtained after the last day of the accounting year, the results of the closing inventory of the accounting year shall be recorded with the date of the last day of the accounting year. 

IV. Control of Accounting
62. The manager of an undertaking shall ensure development and implementation of an accounting control system for the undertaking. 

63. Control of accounting shall include methods and strategies utilised for controlling the holding of the resources of the undertaking, compliance of economic transactions with the law, articles of association and internal procedural regulations, as well as to ensure correctness of the information provided by the accounting department. 

64. In order to ensure effective functioning of accounting control, the manager of the undertaking shall observe the following preconditions in organising the accounting work: 

64.1. work duties shall be performed by qualified employees; 

64.2. work duties shall be divided, specifying the specific task of each employee and his or her degree of liability; 

64.3. qualitative work organisation documents shall have been prepared and the condition observed that in all cases where it is necessary to take action different from that specified in the documents referred to, permission of the manager of the undertaking shall be sought; and

64.4. the accounting function shall have been separated from other economic activity functions of the undertaking. 

65. Work duties of employees of the accounting department shall be divided such that the course of each economic transaction is controlled by several employees. Duties of accounting control may be assigned also to the auditors of the undertaking (internal auditors). 

66. Employees of the accounting department or auditors of the undertaking (internal auditors) shall verify calculations and postings contained in calculations, annexes and summaries, make sure that each economic transaction has been recorded in the appropriate account and in good time, and whether the sums indicated are correct, as well as whether all economic transactions which refer to the accounting period are shown in the accounting registers and financial statements for the accounting period. 

V. Accounting Cycle
67. An accounting cycle shall include several sequential stages of accounting work, as a result of which financial statements for the relevant accounting period (month, quarter or year) shall be obtained. A full accounting cycle shall refer to the accounting year. The main stages of the accounting cycle are the following: 

67.1. opening of accounts; 

67.2. analysis and recording of the economic transactions of an undertaking; 

67.3. calculation of balances of accounts; 

67.4. drawing up of a report on turnover and balances of accounts; 

67.5. recording of correcting entries; 

67.6. recording of closing entries; and 

67.7. preparation of financial statements. 

68. At the beginning of the accounting year, accounting registers shall be created and accounts in the general ledger or journal-ledger shall be opened, and the balances of accounts at the beginning of the accounting year shall be entered: 

68.1. an undertaking commencing operations – on the basis of information contained in inventory lists, articles of association, agreements, or any other documents (data of opening balance); and 

68.2. an undertaking continuing operations – on the basis of data from the closing balance of the previous accounting year. 

69. During the accounting year, on the basis of corroborative documents, entries shall be made in the accounting registers, total sums of account data shall be calculated, and not less than once a month such sums shall be entered in the general ledger or journal-ledger. 

70. A report on turnover and balances of accounts shall be drawn up in the form of a working table, the rows of which shall contain the headings or codes of accounts in sequence of the chart of accounts of the undertaking in accordance with the general ledger or journal-ledger, whereas columns shall be arranged according to the purpose of preparation of the report. 

71. The report on turnover and balances of accounts shall be completed in the following sequence: entries shall begin with balances of accounts in accordance with the state on the final day of the accounting year, sums of additional entries and adjustments shall be entered, as well as sums of account closing entries, and the new balances of accounts shall be calculated. By using the data referred to, the columns designed for profit and loss calculation or income and expenditure account and account balance shall be completed, and net profit or the difference between income and expenditures shall be calculated. 

72. By using data from the report on turnover and balances of accounts, the following accounting activities shall be performed: 

72.1. accounting statements shall be prepared and correcting entries shall be made in the chronological and systematic registers, also in the general ledger or journal-ledger; 

72.2. account closing entries shall be recorded; and 

72.3. financial statements shall be prepared. 

VI. Closing Provisions
73. Cabinet Regulation No. 339 of 7 November 1995, Regulations on the Conduct and Organisation of Accounting in Undertakings (Latvijas Vēstnesis, [The Official Gazette of the Government of the Republic of Latvia]1995, No. 179) is repealed. 

74. These Regulations come into force on 1 October 2000. 

Prime Minister







A. Bērziņš

Minister for Finance







G. Bērziņš

Translation © 2002 Tulkošanas un terminoloģijas centrs (Translation and Terminology Centre)

[image: image2.png]THC




PAGE  
2
Translation © 2002 Tulkošanas un terminoloģijas centrs (Translation and Terminology Centre)

[image: image1.png]THC





[image: image1.png][image: image2.png]