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Abstract

Restored independence of Lithuania not enough of required attention have
been paid on internal financial control as on other sorts of public financial con-
trols. Facts of in appropriate or non-effective usage of assets in processes of
management of budget of state estimates together with other circumstances
have been possible under conditions internal financial control being just under
creation and had not possessed experience of EU countries.

Necessity of legal regulation of internal financial control has come clearer
while reaching member ship in EU. Match to requirements of EU on regulation
of financial control has been one of basic conditions of integration in EU. EU
has formed a demand for negotiable position for separate questions of financial

control in 1999.! Noting meaning and complexity of negotiable chapter of fi-

1 "European Commission (1999-2001). Regular Reports from the European Commission
on Lithuanian progress towards Accession (1999-2002)", available at: http://europa.eu.int/
comm/enlargement/docs; "Annual Reports (1998-2003) from the European Commission on
Protection of the financial interest of the Community and fight against fraud", availble at:
http://europa.eu.int/comm/anti_fraud/reports/index en.html
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nancial control EU has shown that internal financial control acting orderly is

the main condition of success of actual and effective position of finance to be

granted.? Reform of decentralization of position and control of finance in com-

mon has also some impact on importance of these questions as had been being

used in European Commission after 1999. This had stimulated creation of legal

acts regulating financial control in countries members of EU.

Object of investigation — control of internal finance public sector as in effec-

tive assumption of implementation of state budget and integration of the finance

system of EU, legal acts regulating it's principles and their analysis and factors

of acting of internal financial control.

Keywords

Audit, public sector, financial management, objectives of governance, model.

2 "Due positions of the Republic of Lithuania in negotiations for membership in European
Union confirmation: decision of govrnment of the Republic of Lithuania, Nr. 1487, 22nd
of December 2000 (Negotiable position of the Republic of Lithuania. Financial control. 28
negotiable chapter)", State news, 2000, Nr.111(3593).

Introduction. Evolution of the

system reform

Implementation of internal finan-
cial control, exercises of legal regula-
tion is actual and global — international
problem. Works of the following authors
have been named for analysis of it Ston-
er, J.°, Freeman, R.%, De Koning, R.>, Al-

3 Stoner, J. (1999), Management. 6th
edition, Prentice Hall, London, 522 p.

4  Freeman, R. (1998 ), Theory of the
Financial Management, London, 616 p.

5 De Koning, R. (1999), "Public Internal
Financial Control in Context of European
Union Enlargement", Paris: OECD.
Public Management Forum, Vol. V, No. 6,
pp. 4-6.

len, R.® , M. Barzelay’ and other. Sepa-
rate aspects of public sector of internal
financial control (i.e. meaning' targets,
composing parts, impact on processes of
internal financial management) are being
analyzed under views of requirements of
European Commission and development
of EU financial system are being ana-
lyzed in their works. Specialty of these

studies is the fact that these are focused

6 Allen, R. Tommasi, D. (2001), Managing
Public Expenditure, OECD, Paris, 502 p.

7 Barzelay, M. (1997), "Central Audit
Institutions and Performance Auditing: A
comparative Analysis of Organizational
Strategies in the OECD", Governance, No.
10(3), pp. 235-260.
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on existing trends of development of
separate financial control systems in EU
countries by a process of development
of financial management strategy under
relation of functions of internal financial
control.

Beginning of reform of Lithu-
anian financial control system year 2000
can be stated, when legal basis of internal
audit have been begun to been created.
Decision no 127 "due internal audit of
state companies and estimates"made by
government of the republic of Lithuania
on 7th of February 2000 had an asser-
tion of meaning. Decision had affirmed
statements of an Office of internal audit,
where targets, functions, rights and li-
ability of the Office and organization of
work of the Office as well as an order of
establishment of offices of internal audit
had been regulated.

Government of the republic of
Lithuania had confirmed "a program of
creation of a system of internal audit and
control of public sector"on 18th of Octo-
ber 2000.

The basic part of measures fore-
seen in the program had amended cre-
ation of methodology of internal audit
and internal financial control. Coordina-
tion of financial control has strengthened
in March 2001 having restored Continu-

ous interdepartmental commission for

creation of system of internal audit in
public sector.?

Major part of duties of internal
auditors and audit offices in Lithuanian
state institutions has been created during
2000-2001.

Strategic development plan for
State control for 2001-2006 has been pre-
pared in 2001 as being essentially reason-
able in area of external audit. Reorganiza-
tion of State control institution into highest
audit institution matching international
requirements has being foreseen into this
plan. Law of change of State control law
of the republic of Lithuania has been ac-
cepted on 13th of December 2001 and
came in to force since 1st of March 2002.°
Under this law principles of auditors and
activity of highest audit institutions IN-
TOSATI have been affirmed in national law
as being applied in international practice
as following: it is aimed to implement in-
ternational standards of international and

activity audit and the best experience of

8 "Decision of government of the republic
of Lithuania dated 9th of march 2000
Nr. 273 "Due internal audit system
commission composition for coordiination
of functionality and affirmation of its
statements", State news, 2001, No.
22(735).

9 "Law of change of State control law of the
republic of Lithuania has been accepted
on 13th of December 2001", State news,
2002, Nr. 51(1243).
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other countries by using state audit. Ac-
tivity of State control is being grounded
with principles of independency, legality,
publicity and professionalism.

The old State control law of the
Republic of Lithuania had mentioned
that State control had been able to make
revisions, quotes, criminal prosecution,
to apply penalties including this, it is im-
plementing preventable — control activity
only. Having stated continuous essential
breaches it is taking preventable mea-
sures for breaches not to be repeated.

Principle of publicity is very es-
sential in this law, I. E. it is stated in
article 23 that reports and conclusions
of state audit, activity results of State
control and other information is being
published in addition of State control.
Furthermore, under the order set by law
society 1s being informed about other
measures of society information as well.
Community information is also granted
(art. 21, I.E. cooperation of State control
with institutions of law enforcement, au-
dit institutions acting of the Republic of
Lithuania companies and offices of in-
ternal audit, as well as with the highest
audit institutions of other countries.

New financial control of local mu-
nicipality corrections of law of local mu-
nicipality have been accepted in Septem-

ber of 2001, by strengthening function of

municipality internal audit by including
audit of municipalities into area of state
internal financial control. Corrections
have legislated that Office of municipal-
ity controller as liable for internal audit in
municipality is to be led by the same deci-
sions of government state institutions and
companies are being lead in its activity.
Negotiable department of financial con-
trol of European Commission has essen-
tially forced creation of audit system and
this has been kept one of the most difficult
during negotiation of Lithuania for atten-
dance of European Union. Basic require-
ment of European Commission of area of
financial control — to ensure appropriate
usage of state funds and EU support. It
has been required for this maintenance to
create internal and external audit systems
for state institutions acting properly. No
doubts are being raised that such ,,pres-
sure" of EU that internal and external au-
dit system of state institutions granting
proper usage of state funds has to become
active as fast in Lithuania is the most use-
ful for Lithuania as such for proper posi-
tion of funds of the country is an essential

part of effective state position.

External state audit

Law of change of State control law

has given authorizations to reorganize State
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control into an institution of state audit.
Acts concerned with this law are change
law of article 134 of criminal process code,
law of change and amendment of articles
224, 2591 of administrative law breach
code and naming article 2251 as lost its
power and law of change of articles 372
and 373 of civil process code. New redac-
tion of the law (2001) has regulated cre-
ation of system of state audit and rounded
competence and stators of State control as
an institution of state audit: State control
1s the highest institution of state audit ac-
countable to Seimas (art. 3).

Attention should be paid on that
State control as the highest institution
of state audit has independence affirmed
by law. It is accountable to Seimas, and
Seimas sets size of assignations of State
control directly. Such independence of
institution status of State control can be
valued as an appropriation to the main
conditions of independence item as list-
ed in Lima declaration INTOSALI In an
addition of the law basic exercises of
State control are rounded: to ensure state
audit matching international standards
accepted by INTOSAI international or-
ganization of highest audit institutions
and affirmed positive role of state audit
an impact on state and society.

In conclusion we can state that

State control is auditing all subjects con-

cerning usage and disposal of state funds
assets. Concept, ,,auditing"(art. 9) in-
stead of ,,controls" as it has been stated in
the previous law is being used rounding
the competence. Usage of audit concept
lets state reasonably that State control is
making checkups as institutions of state
audit. All works are being implemented
grounding usual methodical of audit im-

plementation and procedures of it.

Forms of internal financial

control

Internal financial control as a pro-
cess of check-up, survey, regulation and
sum of financial activity of estimate grant-
ing reach of targets set by the estimate it
is very essential to set factors and forms
of activity control of an appropriate state
estimate as remarked for internal finan-
cial control for proper implementation
of targets of estimate, it's exercises and
measures fating them. Various factors of
classification of internal financial con-
trol are being given in literature; various
names are being given by stating that ex-
ception of separate forms of it is neces-
sary disputing internal financial control
1s not to be limited by appropriate forms
of internal control of a single sort.

N. Treen, J. Madsen offers to sort

forms of internal financial control under
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free primal components of common in-
ternal control'’:

1) prevention. Actions reaching
to secure protect against mistakes, abus-
es breaches;

2) disclosure — actions empower-
ing to set financial mistakes and breaches
In time;

3) directionality of leading — ac-
tions and powering to grand reaching of
targets of an estimate.

Targets of all forms of the control
are to be cleared, results are to be stated,
an inclusion impacts are to be known as
well as the continuous activity'' Forms
of internal control are being classified in
literature under view of time:

1) prior or preliminary is being
implemented before affirmation of finan-
cial operations reaching to guess future
economic operations and their possible
subsequencies and to cross a road to un-
wanted events;

2) operative — being implemented
directly during economic activity, during
accountable period, reaching to set this
marches from the plan, norms and other

10 Treen, N., Madsen, J.S. (2000), "EU
Candidates Preparing to Manage
Pre-accession Funds", Paris: OECD.
Public Management Forum, Vol. VI,
No. 4, pp. 3-6.

11 Mackevicius, J. (2001), Audit: theory,
practice, prospectives, Lithuanian science,
Vilnius, p. 178.

parameters operatively, to clarify reasons
of these mismatches and to regulate un-
der demand economic situations before
the end of an appropriate process;

3) retrospective — being imple-
mented after the end of accountable
period with the basic target to set legal-
ity of past economic operations, as well
as reasonability and justice, to disclose
lacks and foresee measures of their lig-
uidations;

4) prospective — the main target
1s to foresee prospective of activity of an
estimate paying attention more risk full
prospective activities these can impact
composition of damage. R. Allen states
that forms of internal financial control
are composed of'%:

1) control of administration, I. E.
estimate has to have plan (structure) con-
firmed by the order of the leader of the es-
timate, where functions are to be rounded
and disbursed, subordination is to be shown
as well as accountability under all ques-
tions of activity of the estimate; tender of
authorizations and liability is to be rounded
clearly, appropriate activity of control and
maintenance is to be implemented includ-
ing valuation of budget plan and imple-
mentation, procedures of check-up in spe-

cially and internal audit functions;

12 Allen, R. Tommasi, D. (2001), Managing
Public Expenditure, OECD, Paris, p. 142.
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2) physical control, I. E. proce-
dures and security measures set by order
of leader of estimate against security of
assets granting the assets to be accessed
by personal having appropriate authori-
zations; such control is more important
speaking about security of mostly valu-
able, tangible, changeable or demanded
assets;

3) control of accounting i.e. jus-
tice of accounting procedures and ex-
penditures concerning economical op-
erations comparing to dater of affirmed
budged, it's maintenance and control;

4) control of financial decisions
(mostly implemented before affirmation
of payment procedures or sanctioning)
that is being made reaching to grand jus-
tice of future economic operations, their
purposeless and economical item,;

5) control of purchases i.e. main-
tenance of implementation of purchase
reaching to control purchases of sizes
bigger than usually;

6) control of division of duties
is being implemented reaching to de-
crease risk of appropriate economic op-
erations, risk of intention manipulation
or mistakes; such functions as affirma-
tions, implementation, securing, regis-
tration and creation of systems in case of
computerized accounting and daily op-

erations should be devised; internal audit

and financial control (were appropriated)
should be in depended against daily po-
sition of activity;

7) internal audit, i.e. systemic and
objective study ad valuation of activity
of an estimate and processes of control
reaching to set is the risk set and pos-
sessed, are procedures and policy of es-
timate being kept, does activity match
standards, are resources being used ef-
fectively and economically, are targets
set and economic activity is right and
reliable.

Forms of internal financial control
should be analyzed as a study of activity
results (comparing them with dater of af-
firmed budget) and valuation of imple-
mentation of programs. '

The main functional budget is
composition of a plan and keeping main-
tenance of it paying attention of the fact
that demand of services by providing by
state is elastic but state funds are not as
elastic and this financing plan is directed
to creation of economic welfare, grant-
ing social justice, disbursement and re-
imbursement of revenue and control of

finances.'

13 Axelrod, D. (1995), Budgeting for Modern
Government. Second Edition, St. Martin.s
Press, Inc., New York, pp. 85-92.

14 Pollitt, C. (1999), Performance or
Compliance? Performance Audit and

Vv

Kriksc¢itinas Rolandas, Matuliené Snieguolé



Outside perspective: the analysis of the foreign countries law 119

This principle grounds financial
control and marks usage of concepts of
economic policy (rationality) and effec-
tiveness by applying program budged and
focused on results and other concerning
measures.'> Speaking about nowadays
regulation process of companies budget
position attention should be paid on the
fact that orders rules and procedures are
being implemented in state estimate are
to be rational, 1.e. budget processes and
all its elements in requirements of an ap-
propriate standards and legal acts.'®

Legal forms of internal financial
control can be divided under principles
of results of accuracy, common require-
ments for control and reaching budget
under programs:

1) under view of principle of time
accuracy such forms of internal financial
control can be excluded:

Prior (notifying) financial con-
trol. Is a control being implemented be-
fore implementation of financial deci-
sions can be excepted after affirmation of

a worker liable for financial control only;

Public Management in Five Countries,
Oxford University Press, Oxford, p.78.

15 Puskorius, S. (2004), Activity audit:
monography, Editing center of Lithuanian
university of law, Vilnius, pp. 77-82.

16 "Guide of audit activity. European
chamber of auditors, 2007", availble at:
http://eca.europa.eu/portal/page/portal/
portal/page/portal/audity

expediency of budget program, Project,
obligation or economic operation is be-
ings et during financial control together
with justice and (on demand) economic
policy or funds for this reason foreseen
in an estimate are enough; purpose of
prior control — not to let to use funs and
material values irrationally and valuate
equivalents of revenue to possible ex-
penditure;

Present (operative) financial con-
trol. a control being implemented during
the implementation of budget program,
same Project and usage of funds; during
the process of this control it is impor-
tant to divide functions of affirmation of
economic operations, implementation of
these and inclusion and accounting to-
gether with security of assets; purpose of
the control — to grand that funds and ma-
terial values are being used under pur-
pose and effectively that funds are being
secured properly and action a process of
maintenance of implementation of eco-
nomic operations is being granted;

further financial control. Is a
control being implemented having used
funds also checking up concerned ac-
tions reaching to set has funds and mate-
rial assets been used legally, effectively
reaching results and under the purpose
and no breaches of legal acts and abuses

have raised.
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2) under principle of common re-
quirements for controls following func-
tions are being excluded for investiga-
tion of internal financial control forms:

— physical control;

— accounting control;

— sanctioning;

— control of purchases and pay-
ments and other.

3) under the aims of the program
budget performance principle such forms
of financial control are possible:

control of economy, 1.e. is being
set made has the financial control been
implemented using the most less expen-
ditures keeping the best required quality
of the result received as required reach-
ing to set:

— resources (financial, material,
and intellectual) for the implementation
of the project have been properly chosen
under view of quality and quantity;

— resources have been acquired
under the fewer prices;

— all resources have been used;

control of effectiveness, 1.e. re-
lation between results reached and re-
sources used to reach these results is
being valuated; reaching to set effective-
ness of the budget program depending on
specific of the program, it is required to
analyse various alternative factors con-

cerning implementation of an appropri-

ate program and to choose methods for
expenditure analysis. During the valua-
tion of effectiveness following items are
being set:

— could a program have been im-
plemented in such a way that expendi-
ture would be minor;

— could a program have been
implemented in such a way that result
would be better;

— are work methods most ratio-
nal, i.e. is an organisational structure of
the estimate maximum matching imple-
mentation of the program together with
procedure and principles of work of the
estimate;

— are some lack that could have
been mentioned exist;

— are functions not doubled and
other.

control of reaching of results, 1.e.
comparison of received results with aims
and targets of the program reaching to set
and evaluate the following:

— have targets and aims of the
program been reached under grounded
expenditure and during the period of
time set;

— have the aims of the program
been set properly;

— have the measures for reaching
the aims been described reasonably and

other.
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Requirements of legal acts of EU

about financial control

Match with requirements about
internal financial control procedures is
one of the most important obligations of
membership in EU. The obligations are
of common type mostly not setting spe-
cial procedures of implementation and
development reaching to mark that each
country member of EU has its standing
traditions for financial management and
control these are to be paid with an at-
tention by giving them appropriate free-
dom for choice of measures, methods of
implementation of financial control. Eu-
ropean Commission describes financial
control as part of management system
of an appropriate state estimate financial
control that is being grounded with prin-
ciples common mostly, but in practical
application it has to have specific valu-
ation criteria and statements of applying
in practice depending on scopes and the
reason. Reaching to optimise function-
ality of internal finance control system,
to valuate efforts and prospective of de-
velopment in area of internal financial
control it is useful to understand EU re-
quirements for this system ace well as
practice of activity of the system in Eu-
ropean Commission and in EU countries

members.

The basic EU requirements for
internal financial control are being set by
the following documents:

— Agreement for establishment of
European Community, Chapter of finan-
cial statements'’;

— Council Regulation No
1605/2002 of 25 June 2002 on the Finan-
cial Regulation applicable to the general
budget of the European Communities '%;

— Commission Regulation (EC)
No 438/2001 of 2 March 2001 laying
down detailed rules for the implemen-
tation of Council Regulation (EC) No
1260/1999 as regards the management
and control systems for assistance grant-

ed under the Structural Funds';

17 "Treaty establishing the European
Community", Official Journal, 2002,
No. 325; "Commission Regulation (EC)
No 1663/95 of 7 July 1995 laying down
detailed rules for the application of
Council Regulation (EEC) No 729/70
regarding the procedure for the clearance
of the accounts of the EAGGF Guarantee
Section", Official Journal, 1995, No. 158,
pp- 0006-0012.

18 "Council Regulation (EC, Euratom)
No 1605/2002 of 25 June 2002 on
the Financial Regulation applicable
to the general budget of the European
Communities", Official Journal, 2002, No.
248, pp. 0001-0048.

19 "Commission Regulation (EC) No
438/2001 of 2 March 2001 laying down
detailed rules for the implementation of
Council Regulation (EC) No 1260/1999
as regards the management and control
systems for assistance granted under the
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— Commission Regulation (EC)
No 448/2001 of 2 March 2001 laying
down detailed rules for the implemen-
tation of Council Regulation (EC) No
1260/1999 as regards the procedure for
making financial corrections to assistance
granted under the Structural Funds®;

— Council Regulation (EC) No
1260/1999 of 21 June 1999 laying down
general provisions on the Structural
Funds ?';

— Council Regulation (EC) No
1266/1999 of 21 June 1999 on coordi-
nating aid to the applicant countries in
the framework of the pre-accession strat-
egy and amending Regulation and other.

Common statements for internal
financial control rounded in Agreement
for establishment of European Com-
munity, Chapter of financial statements

state the main requirements for compo-

Structural Funds", Official Journal, 2001,
No. 63, pp. 0021-0043.

20 "Commission Regulation (EC) No
448/2001 of 2 March 2001 laying down
detailed rules for the implementation of
Council Regulation (EC) No 1260/1999 as
regards the procedure for making financial
corrections to assistance granted under the
Structural Funds", Official Journal, 2001,
No. 64, pp. 0013-0015.

21 "Council Regulation (EC) No 1260/1999
of 21 June 1999 laying down general
provisions on the Structural Funds",
Official Journal, 1999, No. 161, pp. 0001-
0042.

sition of the budget and processes of fi-
nancial control in the estimate accenting
that total budget of EU must be imple-
mented by keeping principles of reliable
management of finances, each financial
operation must be implemented by ap-
propriately implemented rules, methods,
procedures and elements of financial
control that are to be applied for securing
financial interests of countries and funds
of budgets of European communities.?
Analysing requirement for coun-
tries members of EU it is notable that
one of the basic outcomes of European
Commission reforms for 2001-2006 —
are changes Financial statements of 1977
being applied on the basic budget of EU,
where the main principles of budgetary
financial control and management are

formed?:

22 "Treaty establishing the European
Community", Official Journal,
2002, No. 325; "Commission
Regulation (EC) No 1663/95 of
7 July 1995 laying down detailed
rules for the application of Council
Regulation (EEC) No 729/70
regarding the procedure for the
clearance of the accounts of the
EAGGF Guarantee Section",
Official Journal, 1995, No. 158,
pp- 0006-0012.

23 "Council Regulation (EC, Euratom)
No 1605/2002 of 25 June 2002 on
the Financial Regulation applicable
to the general budget of the European
Communities", Official Journal, 2002, No.
248, pp. 0001-0048.
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— unity, universality, specification
and annual grounding of budget law;

— specification and transparency
of budget composition;

— balance of budget;

Requirements for control are be-
ing set under principles of reliable con-
trol of in this document being grounded
with views of economy, effectiveness,
reaching of results and match of finan-
cial activity to set valuation criteria, also
liabilities of leader of estimate, leaders
of accounting department and internal
auditor and control and audit functions
that are appropriate in implementation
by them.

It is shown in Financial state-
ments that leader of state estimate must
be liable for implementation of proce-
dures of revenue and expenditures under
principles of reliable financial manage-
ment and for implementation of proper
internal financial control. Sanctioning is
being excluded as procedure element of
financial control, i.e. before affirmation
of economic operation not depending on
preparatory of the operation; operation
must be checked up by an officer em-
powered for this function. Leader of ac-
counting department is to be liable for:

1) control of payments;

2) control of management of ac-

countancy;

3) prior financial control.

It should be noted that during the
process of prior financial control item
will economic operations be implement-
ed not overcoming affirmed estimates
and matching affirmed obligations and
payments, are documents of economic
operations prepared properly and is eco-
nomic operation legal. Attention should
be paid on fact that prior financial con-
trol 1s also composed of:

— prior control for applications
for projects (match to set procedures);

— check up of results created by
EU projects (administrative checkups);

— check up of financial proper-
ness of expenditures and certification of
these (financial match).

EU shows in legal acts that mea-
sures of internal financial control is be-
ing composed of environment(i.e. phi-
losophy, disbursement of liability in
management systems and policy of or-
der of the control) and order of financial
control (preventing and stating measures
being included by management for se-
curing against fraud, inaccuracies and
mistakes)?*. Measures of internal finan-

cial control can be widely divided so:

24 "Council Regulation (EEC) No
595/91 of 4 March 1991 concerning
irregularities and the recovery of sums
wrongly paid in connection with the
financing of the common agricultural
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Character of EU requirements for
financial control is that financial control
requirements are not being detailed that
should be applied unified as compulsory
in it by marking the most important prin-
ciples and common development trends
of separate elements. Match of Lithuania
and EU during period of negotiations
for the beginning of mentioned Europe-
an Commission reform and continuous
changes of EU requirements for control
of financial management and the most
effective and optimal systems has also
conditioned non detailed item of instal-
lation of internal financial control and
necessary primary stages in Lithuania.

In context of EU development —
there have been no legal norm for inter-
nal financial control as under EU legal
norms in Lithuania in the beginning of
negotiations, but only links of European
Commission for countries entering EU

that should have primary been applied

policy and the organization of an
information system in this field and
repealing Regulation (EEC) No 283/72",
Official Journal, 1991, No. 67, pp.
0011-0015; "Commission Regulation
(EC) No 438/2001 of 2 March 2001
laying down detailed rules for the
implementation of Council Regulation
(EC) No 1260/1999 as regards the
management and control systems for
assistance granted under the Structural
Funds", Official Journal, 2001, No. 63,
pp. 0021-0043.

on funds of EU, gradually applying these
methods for national financial systems.
European Commission in 28 part of ne-
gotiable chapter — Financial control —
has marked meaning of internal financial
control as system of control measures
installed by Government that has a tar-
get to control audit and pay for usage of
funds of national budget.

Application of model of inter-
nal financial control regulated by EU in
separate countries candidates could have
been different. Compulsory conditions
of functionality of public sector inter-
nal financial control stated by European
Commission have been such® :

— affirmed unique strategy of in-
ternal financial management control de-
velopment in public sector;

— basic statements of internal fi-
nancial control regulated by normal le-
gal acts, i.e. system grounded with legal
norms;

— clearly stated liability of admin-
istration of estimate and granted satisfy-
ing and systemic view on functions of
financial control and internal audit;

— competitive personnel of finan-
cial control and internal audit areas with

prepared continuous training program;

25 Effects of European accession: Budgeting
and financial control. Vol. 19, OECD,
Paris, 1999, 176 p.
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— proper accountability system
and effective usage of it;

— reliable and secure system of
management of informative technologies;

— effective application of accoun-
tancy processes;

— effectiveness, activity in inter-
nal financial control and usage of risk
valuation;

— forming of independent internal
audit;

— clear division of functions in
same estimate between administration,
financial control, accountancy and audit
and necessary cooperation among inter-
nal and external functions of control and

audit.

Conclusion

Analysis of legal regulation of fi-
nancial control in European Union and
Lithuania lets state that:

1. Principle requirements of Eu-
ropean Commission for internal finan-
cial control 1s grounded with conditions
of latter years and internal practice of
European Commission;

2. Principles of organisation of
financial control in European Commis-
sion are composed of delegated liability,
decentralised management and control,

proper division of duties, application of

reliable financial management criteria
(economy, effectiveness and resulting,
justice and satisfaction of valuation cri-
teria), assumptions on quality, rapidity,
simplicity and accuracy of economic
operation including their reliability and
accounting for systems of financial man-
agement and control as per assurance;

3. Requirements of European
Commission for implementation of de-
tailed internal financial control legal acts
for EU countries are not unique and accu-
rate, including lots of practical questions
(ex.: criteria of installation of internal fi-
nancial control, elements of procedures
of financial control and other) are nor
regulated in EU legal acts or recommen-
dations and these are to be solved by
countries absolutely;

4. EU requirements for internal
financial control for countries attending
EU ground demand of strategy of internal
financial control, legal and methodical ba-
sis composed paying attention on appro-
priate international standards, creation,
installation of decentralised structure and
concerning measures of implementation,
formation of consulting board and es-
tablishment of centralised coordination
function reaching to implement advanced
practice of internal financial control in
public sector matching requirements of

EU and prospective of development.
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