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I. General Provisions
1. This Regulation prescribes the procedures, by which the functions of the Audit Authority are ensured in the management of European Union (hereinafter – EU) funds. 

2. This Regulation has been issued on the basis of Council Regulation No 1083/2006/EC of 11 July 2006 laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing Regulation No 1260/1999/EC, and Commission Regulation No 1828/2006/EC of 8 December 2006 setting out rules for the implementation of Council Regulation No 1083/2006/EC laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund and of Regulation No 1080/2006/EC of the European Parliament and of the Council on the European Regional Development Fund, as well as of Council Regulation (EC, Euratom) No 1995/2006 of 13 December 2006 amending Regulation (EC, Euratom) No 1605/2002 on the Financial Regulation applicable to the general budget of the European Communities.
3. This Regulation shall apply to the Managing Authority, the Paying Authority, the Certifying Authority, the Responsible Institution, the Co-operation Institution, the Procurement Monitoring Bureau (hereinafter – institutions), the Audit Authority and the final beneficiary of EU Structural Funds and the Cohesion fund (hereinafter – EU funds).
4. The Ministry of Finance shall fulfil the following functions of the Audit Authority: 

4.1. prepare the single audit strategy and ensure updating thereof;
4.2. ensure the compliance assessment of the EU funds management and control system established in institutions and the Audit Authority;
4.3. perform audits of the EU funds management and control system;
4.4. perform the audits of expenditure approved by the Certifying Authority;
4.5. prepare the annual control report and the opinion on the compliance, functioning and efficiency of the EU funds management and control system;
4.6. prepare the annual summary regarding available audits and declarations;
4.7. perform the assessment of the validity of the application for payment of the final balance;
4.8. prepare the final control report and the closure declaration;
4.9. develop regulatory enactments related to ensuring of the functions of the Audit Authority; and
4.10. perform the co-ordination and supervision of other performers of the functions of the Audit Authority. 

5. Internal audit units of the Responsible Institution, the Co-operation Institution, the Paying Authority and the Certifying Authority shall co-operate with the Audit Authority in implementation of the functions thereof in the management of EU funds. 

6. Within the meaning of this Regulation a reference period shall be the time period from 1 July of the current year to 30 June of the subsequent year.
7. In accordance with the regulatory enactments regarding the procedures for establishment and use of the information system for the management of EU funds, any information regarding examinations and audits performed shall be entered, updated and stored in the information system for the management of EU Structural Funds and the Cohesion Fund.
8. Institutions and the beneficiary of EU funds shall provide the Audit Authority with an unlimited access to all types of documents, registers and other information related to the implementation and management of EU fund projects.
9. The Audit Authority shall propose to the head of the Managing Authority to review the compliance of the institution with the administration requirements of EU funds, if significant deficiencies or violations in the introduction or control of EU fund administration are determined during examinations or audits.
II. Information to be Submitted to the Audit Authority
10. The Responsible Institution, the Co-operation Institution, the Paying Authority and the Certifying Authority shall each year (by 2015):
10.1. submit the information (Annex 1) electronically to the Audit Authority by 1 June regarding the audits of the EU funds management and control system planned for the subsequent three reference periods;
10.2. submit the following information electronically to the Audit Authority by 15 January of the current year regarding the period from 1 January by 30 June of the preceding year and by 1 August of the current year regarding the period from 1 July by 31 December of the preceding year: 

10.2.1. compiled information regarding audits of the EU funds management and control system performed by the institutions and external auditors (Part A of Annex 2);
10.2.2. compiled information regarding the status of introduction of implementation of recommendations of the audits of the EU funds management and control system performed by the institutions and external auditors (Part B of Annex 2); 
10.2.3. an opinion regarding functioning of the EU funds management and control system, which is provided on the basis of the information compiled in Parts A and B of Annex 2 to this Regulation (Part C of Annex 2); 
10.3. within 10 working days:
10.3.1. submit a report (copy) of the audit on the EU funds management and control system and a summary on the audit performance to the Audit Authority after completion of the audit on the EU funds management and control system of internal audit units;
10.3.2. submit a description of changes to the Audit Authority after changes in the EU funds management and control system of the institution (Part D of Annex 2).
11. The Certifying Authority shall submit to the Audit Authority:
11.1. a list of the approved expenditure for the time period from 1 July to 31 December of the preceding year – by 15 January of the current year; and
11.2. a list of the approved expenditure for the time period from 1 January to 30 June of the current year – by 15 July of the current year.
III. Single Audit Strategy
12. The single audit strategy shall be a planning document prepared by the Audit Authority for the time period from 2007 to 2015, in which the objectives, scopes of activities and methodology for implementation of the functions of the Audit Authority for the 2007-2013 planning period of EU funds are indicated.
13. Each year the Audit Authority shall prepare an opinion for the European Commission regarding the compliance, functioning and efficiency of the EU funds management and control system on the basis of the audit on the EU funds management and control system and the results of the audits of the expenditure approved by the Certifying Authority included in the single audit strategy so as to ensure reasonable assurance that the statements of expenditure presented to the European Commission are correct and, therefore, reasonable assurance that the underlying transactions are legal and regular. 

14. The head of the Audit Authority shall approve the single audit strategy updated by the Audit Authority by 30 June of each year (by 2015). The audit strategy shall be updated on the basis of:
14.1. the audits planned by the Audit Authority;
14.2. the information referred to in Paragraph 10 of this Regulation;
14.3. the information regarding the results of audits of the EU funds management and control system and audits of expenditure approved by the Certifying Authority; and
14.4. changes in the description of the EU funds management and control system.
15. The Audit Authority shall ensure the placement of the updated single audit strategy on the website of the EU funds (www.esfondi.lv) within 10 working days after sending of the updated single audit strategy to the European Commission. 

IV. Compliance Assessment of the EU Funds Management and Control System
16. The Managing Authority shall ensure the preparation of a description of the EU funds management and control system on the basis of the information submitted by institutions and the Audit Authority regarding the EU funds management and control system.
17. The Managing Authority shall ensure updating of the description of the EU funds management and control system by 30 June of each year (by 2015) and submit it to the Audit Authority within 10 working days after updating of the description. 

18. The Audit Authority shall perform the compliance assessment of the EU funds management and control system in institutions, in order to ascertain the compliance of changes in the EU funds management and control system with the relevant regulatory enactments.
19. The Audit Authority shall prepare a draft report on the compliance assessment of the EU funds management and control system and implementation of recommendations for elimination of deficiencies detected during the compliance assessment of the EU funds management and control system and send them to the institutions for provision of comments regarding the draft report on the compliance assessment.
20. The institutions shall, within 10 working days after receipt of the information referred to in Paragraph 19 of this Regulation, prepare comments regarding the draft report on the compliance assessment and submit them to the Audit Authority in writing. 

21. The draft report on the compliance assessment shall be considered as co-ordinated, if the Audit Authority has not received comments in writing within 10 working days after sending of the documents referred to in Paragraph 19 of this Regulation to the institutions. 

22. The Audit Authority shall assess the comments provided by the institutions and prepare a report on the compliance assessment.
23. The report on the compliance assessment and implementation of recommendations for elimination of deficiencies detected during the compliance assessment of the EU funds management and control system shall be approved by the head of the Audit Authority. The Audit Authority shall send the approved report on the compliance assessment and the implementation of recommendations for elimination of deficiencies to the institutions.
24. The institutions shall prepare a plan for elimination of the deficiencies and submit it to the Audit Authority, in which the measures to be taken for elimination of the deficiencies identified in the report on the compliance assessment, as well as the officials responsible for elimination of the deficiencies and the deadlines for elimination of the deficiencies are indicated.
25. The institutions shall be responsible for the implementation of the measures included in the plan for elimination of the deficiencies pursuant to the deadline specified in the plan. 

26. The Audit Authority shall monitor the introduction of the implementation of recommendations provided after the compliance assessment of EU funds and the management system pursuant to the plan for elimination of deficiencies. If the institutions fail to meet the deadline referred to in Paragraph 25 of this Regulation, the Audit Authority shall perform the activities referred to in Paragraph 9 of this Regulation.
27. The Audit Authority shall ensure the insertion of the compliance assessment of EU funds and the management system on the website of the EU funds (www.esfondi.lv) within 10 working days after sending of the compliance assessment to the European Commission.
V. Audit on the EU Funds Management and Control System
28. In order to assess the compliance, functioning and efficiency of the EU funds management and control system, the Audit Authority shall perform the function referred to in Sub-paragraph 4.3 of this Regulation in accordance with the single audit strategy. In order to ensure the fulfilment of the function referred to in Sub-paragraph 4.3 of this Regulation, the Audit Authority shall assess the functioning, efficiency and compliance of the systems with regulatory enactments, as well as with the key requirements referred to in Paragraphs 29, 30, 31 and 32 of this Regulation. 

29. The key requirements for the Managing Authority, the Responsible Institution and the Co-operation Institution shall be as follows:
29.1.  clear definition and separation of functions between and within institutions;
29.2. a procedure developed for the selection of financed operations;
29.3. clear and appropriate provision of information and guidelines to final beneficiaries of EU funds;
29.4. a procedure developed for the monitoring of project management;
29.5. clear and traceable documentation for proofs regarding the management of EU funds;
29.6. safe information system for accounting and monitoring of the financing and preparation of reports; and
29.7. procedures for the prevention and correction of the systemic deficiencies detected by the Audit Authority.
30. Key requirements for the Certifying Authority shall be as follows:
30.1. clear definition and separation of functions between and within institutions;
30.2. clear and traceable documentation and information system for proofs regarding accounting of the approved expenditure;
30.3. a procedure developed for certification of expenditure; and
30.4. a procedure developed for accounting of undue payments and recovering thereof. 

31. Key requirements for the Paying Authority shall be as follows:
31.1. clear definition and separation of functions between and within institutions; and
31.2. clear and traceable documentation and information system for proofs regarding accounting of payments.
32. Key requirements for the Procurement Monitoring Bureau shall be as follows:
32.1. clear definition and separation of functions in the Procurement Monitoring Bureau;
32.2.a procedure developed for random pre-examination of procurement documentation and the course of the procurement procedure; and
32.3. clear and traceable documentation for proofs regarding the management of EU funds.
33. The Audit Authority shall ensure the guidelines for the assessment of observation of the key requirements referred to in Paragraphs 29, 30, 31 and 32 of this Regulation. 

34. The Audit Authority shall, within the framework of the audit on the EU funds management and control system, take into account the results of the audit on the EU funds management and control system performed by the internal audit units of the Responsible Institution, the Co-operation Institution, the Paying Authority and the Certifying Authority and the information entered into the management information system of EU funds regarding the audits of the EU funds management and control system, the deficiencies detected and implementation of recommendations, as well as the information regarding introduction of implementation of recommendations.
35. The compliance, functioning and efficiency of the EU funds management and control system shall be assessed on the basis of the following categories: 

35.1. works well if control is efficient, deficiencies have not been detected or the detected deficiencies do not affect the functioning of the EU funds management and control system; 
35.2. works if control is established and is efficient, however, some improvements are required, which do not have a significant effect on the functioning of the EU funds management and control system;
35.3. works partially if significant improvements are required because such deficiencies have been detected which have a significant effect on the functioning of the EU funds management and control system; or
35.4. does not work if systematic large scale deficiencies, which have a significant effect on the functioning of the EU funds management and control system, have been detected. 

36. The Audit Authority shall prepare a draft report on the audit on the EU funds management and control system and implementation of recommendations for elimination of the deficiencies detected during the audit of the management and control system and send them to the institutions for provision of comments regarding the draft report of the audit. 

37. The institutions shall, within 10 working days after receipt of the information referred to in Paragraph 36 of this Regulation, prepare comments regarding the draft report on the audit on the EU funds management and control system and submit them to the Audit Authority in writing. 

38. The draft report on the audit on the EU funds management and control system shall be considered as co-ordinated, if the Audit Authority has not received comments in writing within 10 working days after sending of the documents referred to in Paragraph 36 of this Regulation to the institutions. 

39. The Audit Authority shall assess the comments provided by the institutions and prepare a report on the audit on the EU funds management and control system and a summary on the audit performance. 

40. The report on the audit on the EU funds management and control system and the implementation of recommendations for elimination of the deficiencies detected during the audit on the EU funds management and control system shall be approved by the head of the Audit Authority. The Audit Authority shall send the approved report on the audit on the EU funds management and control system and implementation of recommendations for elimination of deficiencies to institutions.
41. The institutions shall prepare a plan for elimination of the deficiencies and submit it to the Audit Authority, in which the measures to be taken for elimination of the deficiencies identified in the audit on the EU funds management and control system, as well as the officials responsible for elimination of the deficiencies and the deadlines for elimination of the deficiencies are indicated. 

42. The institutions shall be responsible for the implementation of the measures included in the plan for elimination of the deficiencies pursuant to the deadline specified in the plan.
43. The Audit Authority shall monitor the introduction of implementation of recommendations provided after the audit on the EU funds management and control system pursuant to the plan for elimination of deficiencies. If the institutions fail to observe the deadline referred to in Paragraph 42 of this Regulation, the Audit Authority shall perform the activities referred to in Paragraph 9 of this Regulation.
44. The Audit Authority shall send the copy of the report on the audit on the EU funds management and control system and of the summary on the audit performance to the European Commission. 

VI. Audit of Expenditure Approved by the Certifying Authority
45. The Audit Authority shall perform an audit of the expenditure approved by the Certifying Authority (hereinafter – certified expenditure) in accordance with the single audit strategy and, if necessary, complementary audits at the Responsible Institution or the Co-operation Institution or at the relevant final beneficiary of EU funds in order to verify that the expenditure certified within the framework of the operational programme – eligible expenditure included in the statement of expenditure sent to the European Commission – is eligible and made in compliance with the regulatory enactments of the EU.
46. The Audit Authority shall prepare a draft report on the audit of the certified expenditure and implementation of recommendations for elimination of the deficiencies detected during the audit and send it for the provision of comments regarding the draft report on the audit of the certified expenditure to the institutions. 

47. The institutions shall, within 10 working days after receipt of the information referred to in Paragraph 46 of this Regulation, prepare comments regarding the draft report on the audit of the certified expenditure and submit them to the Audit Authority in writing.
48. The draft report on the audit and a plan for elimination of deficiencies shall be considered as co-ordinated, if the Audit Authority has not received comments in writing within 10 working days after sending of the documents referred to in Paragraph 46 of this Regulation to the institutions. 

49. The Audit Authority shall assess the comments provided by the institutions and prepare a report on the audit of the certified expenditure. 

50. The report on the audit of the certified expenditure and the implementation of recommendations for elimination of the deficiencies detected during the audit of the certified expenditure shall be approved by the head of the Audit Authority. The Audit Authority shall send the approved report on the audit of the certified expenditure and the implementation of recommendations for elimination of deficiencies to the institutions.
51. The institutions shall prepare a plan for elimination of the deficiencies and submit it to the Audit Authority, in which the measures to be taken for elimination of the deficiencies identified in the report on the audit of the certified expenditure, as well as the officials responsible for elimination of the deficiencies and the deadlines for elimination of the deficiencies are indicated.
52. The institutions shall be responsible for the implementation of the measures included in the plan for elimination of the deficiencies pursuant to the deadline specified in the plan.
53. The Audit Authority shall monitor the implementation of the implementation of recommendations provided in audits of the certified expenditure. If the institutions fail to meet the deadline referred to in Paragraph 52 of this Regulation, the Audit Authority may perform the activities referred to in Paragraph 9 of this Regulation.
54. On the basis of a request of the European Commission, the Audit Authority shall, within 10 working days, send a copy of the report on the audit of the certified expenditure to the European Commission.
VII. Annual Control Report
55. Each year (until 2015) the Audit Authority shall prepare and by 31 December of the relevant year send the European Commission an annual control report that has been approved by the head of the Audit Authority and an opinion regarding compliance, functioning and efficiency of the EU funds management and control system. 

56. The Audit Authority shall prepare an annual control report and an opinion regarding the compliance, functioning and efficiency of the EU funds management and control system for a reference period on the basis of the information referred to in Paragraph 10 of this Regulation, the audit on the EU funds management and control system performed by the Audit Authority and the results of the audits of the certified expenditure of the Certifying Authority.
57. The Audit Authority shall prepare an opinion regarding the compliance, functioning and efficiency of the EU funds management and control system pursuant to the categories referred to in Paragraph 35 of this Regulation. 

58. The Audit Authority shall ensure the insertion of the annual control report on the website of the EU funds (www.esfondi.lv) within 10 working days after sending of the annual control report to the European Commission.
VIII. Annual Summary Regarding Available Audits and Declarations 
59. Each year (until 2015) the Audit Authority shall prepare and by 15 February of the subsequent year send the European Commission an annual summary regarding available audits and declarations, which has been approved by the head of the Audit Authority.
60. The Audit Authority shall prepare an annual summary regarding available audits and declarations for a calendar year on the basis of the information referred to in Paragraph 10 of this Regulation.
IX. Final Control Report and Closure Declaration
61. In order to prepare a closure declaration, the Audit Authority shall assess the validity of an application for payment of the final balance and legality and regularity of those transactions to which the closure declaration applies. The final control report shall be attached to the closure declaration.
62. The Audit Authority shall, by 31 January 2017, prepare and, by 24 March 2017, send the European Commission a final control report and closure declaration approved by the head of the Audit Authority. 

63. The Audit Authority shall enter the final control report and the closure declaration in the information system of the EU Structural Funds and the Cohesion Fund within 10 working days after sending of the referred to documents to the European Commission.
64. The Audit Authority shall insert the approved final control report and the closure declaration on the website of EU funds (www.esfondi.lv) within 10 working days after sending of the referred to documents to the European Commission.
X. Closing Provision
65. Cabinet Regulation No. 455 of 17 June 2008, Procedures for Ensuring of the Functions of the Audit Authority in the Management of European Union Funds (Latvijas Vēstnesis, 2008, No. 98), is repealed.
Prime Minister,
Minister for Regional Development 
and Local Government 



V. Dombrovskis
Minister for Finance 
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Annex 1
Cabinet Regulation No. 1153
21 December 2010
APPROVED BY
_____________________________________________

(the State Secretary or the Head of the Authority
___________________

(date)
Audits of the EU Funds Management and Control System Planned for the Subsequent Three Reference Periods
Planned system audits from … to ... in the reference period
	CCI number of the operational programme:
	2007LV161PO002
2007LV161PD001
2007LV051PO001
	Title of the operational programme 
	Infrastructure and Services
Entrepreneurship and Innovations
Human Resources and Employment
	Funds:
	ERDF

ESF

CF

	

	Authorities to be audited
	CCI number of the operational programme
	Approved sum
	The authority, unit responsible for the audit
	Risk assessment result
	(n–1)
Description of system audits performed
	(n)
Priorities, audit objective and scope

	(n+1)
Priorities, audit objective and scope

	(n+2) 
(until 2015)
Priorities, audit objective and scope


	Audits of the management and control system

	Responsible Institution/Co-operation Institution/Treasury/final beneficiaries
	
	
	
	
	
	
	
	


The detail “APSTIPRINU” [APPROVED BY] of the document shall not be completed, if the electronic document has been prepared in compliance with the regulatory enactments regarding the drawing up of electronic documents.
Minister for Finance 
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Annex 2
Cabinet Regulation No. 1153
21 December 2010
APPROVED BY
__________________________

(the State Secretary or the Head of the Authority
___________________

(date)
Information Regarding Functioning of the EU Funds Management and Control System
Part A
Summary of audits performed during the time period from ... to ...
	No.
	Operational programme
	Audit name/audit number
	Authorities/units audited
	Planned/extraordinary audit
	Audit date 
(from ... to ...)
	Criteria verified during the audit
	Total assessment of the key requirement/criteria
	System compensating/risk reducing factors 
	Conclusion regarding a system altogether (non-qualified/qualified/negative)
	Materially numerical indicators

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11

	Audits performed by the internal audit unit of the institution during the reference period
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Audits performed by external auditors during the reference period
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


Part B
Summary of introduction of implementation of recommendations of the audits performed during the time period from ... to ...
	No.
	Deficiencies detected by auditors/numerical indicator of errors
	Recommendation
	Priority (A/V/Z)
	Introduction deadline
	Responsible official
	Information regarding implementation of the recommendation
	Certification of implementation
	Assessment of regularity of the detected deficiencies

	1
	2
	3
	4
	5
	6
	7
	8
	9

	Name of audits performed by the institution during the reference period/audit number

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Name of audits performed by the external auditors during the reference period/audit number

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Deficiencies detected in audits performed during the preceding reference periods and not eliminated

	


Part C
Opinion regarding functioning of the EU funds management and control system 
- opinion in free form regarding the compliance of the internal control system with the requirements of regulatory enactments, specifying the deficiencies detected, possible causes thereof and other information which is considered as significant for substantiation of the opinion provided on the basis of the compliance assessments of the internal control system elements compiled in Part A and B pursuant to the criteria and key requirements
– assessment of regularity of errors of the internal control system
	Date of preparation

	

	Prepared by
_____________________________________________________

(position, given name, surname, signature)

	Approved by
_____________________________________________________

(position, given name, surname, signature)



The detail “paraksts” [signature] of the document shall not be completed, if the electronic document has been prepared in compliance with the regulatory enactments regarding the drawing up of electronic documents.
Part D
Changes in internal control system
– shall be prepared using the last updated description of the management and control system or the information prepared by an intermediary institution regarding changes performed
	No

	Changes of internal control system
	Date for application of changes

	
	
	

	
	
	

	
	
	

	
	
	


The detail “APSTIPRINU” [APPROVED BY] of the document shall not be completed, if the electronic document has been prepared in compliance with the regulatory enactments regarding the drawing up of electronic documents.
Minister for Finance 
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