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REPUBLIC OF LATVIA

Cabinet

Instruction No. 1

Adopted 6 January 2009

Procedures by Which State Budget Institutions Prepare Budget Implementation Reports, Cash Flow Reports and Reports on Financial Results of Activities 
Issued pursuant to

Sub-paragraphs 59.8, 61.6 and 75.14.1 of

Cabinet Regulation No. 749 of 13 November 2007

“Regulations Regarding the Procedures for Preparing Annual Reports of State Budget

Institutions and Local Governments”

 

I. General Provision

 

1. This Instruction prescribes the procedures by which State budget institutions (hereinafter – budget institutions) shall prepare an annual report on implementation of the budget, a cash flow report and a report on the financial results of activities.

 

II. Preparation of Report on Implementation of the Budget

 

2. In preparing an annual report on implementation of the budget, budget institutions shall complete the Form No. 2 “Report on Implementation of the Budget” (hereinafter – Form No. 2) included in Annex 18 to Cabinet Regulation No. 749 of 13 November 2007 “Regulations Regarding the Procedures for Preparing Annual Reports of State Budget Institutions and Local Governments”. 

 

3. In completing the column “Law/plan for the year” of the Form No. 2, data shall be indicated according to the Law On the State Budget for the current year in the amount of the indicators specified therein regarding the budget institution altogether and as broken down according to programmes and sub-programmes.

 

4. In completing the column “Plan in the financial estimates for the year” in the Form No. 2, indicators shall be included in their full amount according to the economic categories of budgetary revenue and expenditure and in the financing section according to the classification specified in regulatory enactments in the field of budget. The revenue and expenditure of an institution according to the cash flow shall not exceed the planned amounts of the revenue and expenditure approved in the financial estimate (according to the economic categories).

 

5. In completing Form No. 2 regarding the type of budget “Donations and gifts” and “Funds from other budgets”, the column “Law/plan for the year” shall not be completed.

 

6. In completing Form No. 2 regarding the type of budget “Funds from other budgets”, information regarding the institution from which funds have been received shall be indicated in the row “Other information” – the date, the order number, the ministry and the budget programme.

 

7. Form No. 2 shall be prepared as: 

7.1. a consolidated report of a ministry or another central State budget institution (the name of the relevant ministry or institution shall be indicated in the row “Name of the ministry, central State budget institution, local government” of Form No. 2 – “Consolidated report of the Ministry X”);

7.2. a report on consolidation items (the name of the relevant ministry or institution shall be indicated in the row “Name of the ministry, central State budget institution, local government” of Form No. 2 – “Consolidation items of the Ministry X”);

7.3 a summary report of a budget institution according to the structure specified in the Law On the State Budget for the current year; and

7.4. the execution of programmes and sub-programmes according to the structure specified in the Law On the State Budget for the current year.

 

8. A grant from the general revenue, which is received as appropriation from the State budget, shall be indicated in the revenue section of Form No. 2 according to the classification group 7 for budgetary revenue in the classification code 21.7.0.0, but in the financing section – in the budget financing classification code F22010010 “Demand deposit” as an increase with a minus (-) sign. Budget institutions shall provide additional information at the end of the accounting year regarding the unused State budget grant “Closed budget allocations”.

 

9. Budget institutions shall indicate the remainder of the monetary funds in the cashier’s office of an institution and the cash en route (a document confirming the transaction regarding the deposit of cash into the current account of the budget institution on the last day of the year shall be appended to the report):

9.1. in the revenue section within the budgetary revenue classification group “Revenue from the paid services provided by budget institutions and other own revenue”:

9.2. in the financing section in the budget financing classification code F21010010 “Increase of monetary funds” with a minus (-) sign; and 

9.3. in additional information regarding the remainder of monetary funds at the end of the year from paid services and other own revenue.

 

10. The data indicated in the column “Implementation of the budget – in the accounting period – sum total” shall be coordinated with the data indicated in the summary of the Treasury regarding the revenue and performed expenditure from the point of view of economic classification, programmes and sub-programmes, except data regarding the remainder of monetary funds in the cashier’s office of an institution at the end of the accounting period.

 

11. In Form No. 2 additional information shall be provided regarding:

11.1. the remainder of monetary funds at the beginning of the year and at the end of the year:

11.1.1. from paid services and other own revenue;

11.1.2. from monetary funds of foreign financial aid and investments;

11.1.3. from monetary funds for shares and other participation in the merchants’ own capital; and

11.1.4. from loans of monetary funds;

11.2. closed budget appropriations for the grants unused in the accounting year from general revenue and unused funds from the sub-programme “Funds for unforeseen circumstances” of the basic budget of the Ministry of Finance, indicating it as a negative number, including:

11.2.1. from appropriations granted from policy instruments of the European Union and projects financed by other foreign financial aid; and

11.2.2. from other appropriations granted in accordance with general procedures.

 

12. The remainder of monetary funds from donations and gifts at the beginning and at the end of the accounting year shall be indicated in the additional information with the paid services and other own revenue.

 

13. If the Cabinet has specified a particular budget institution as the implementer of a measure for the programmes approved in the Law On the State Budget for the current year, the relevant institution shall indicate “Basic budget” in the row “Type of budget” in completing Form No. 2. Programme information shall not be included in the summary of Form No. 2 of the budget institution according to Sub-paragraph 7.3 of this Instruction, but shall be indicated in Form No. 2 according to consolidation items pursuant to Sub-paragraph 7.2 of this Instruction.

 

14. If an implementer has not been specified for the programmes approved in the Law On the State Budget for the current year and funds from the State budget have not been divided by appropriation procedures within a time period of one year by an order of the Cabinet, the column “Law/plan for the year” shall be completed by the budget institution that is responsible for the division of funds and the programme information shall be indicated in Form No. 2 according to consolidation items and in the consolidated report pursuant to Sub-paragraph 7.2 of this Instruction.

 

15. In completing Form No. 2 regarding a programme or sub-programme for funds of European Union policy instruments or other measures of foreign financial aid, “Basic budget” shall be indicated in the row “Type of budget”, observing the following conditions:

15.1. a budget institution that has been ascribed the functions of the managing authority in relation to the introduction of a project shall not complete the column “Implementation according to the accumulation principle” on the funds assigned to other budget institutions;

15.2. a budget institution that receives such funds shall indicate “Funds from other budgets” in completing the row “Type of budget” in accordance with Paragraph 19 of this Instruction.

 

16. Data regarding State budget programmes (sub-programmes) of preceding years, which are not included in the Law On the State Budget for the current year, according to the accumulation principle shall be indicated in the programme (sub-programme), from which the operating activities of an institution are financed in the accounting year. 

 

17. The type of budget “Funds from other budgets” shall be classified according to the following groups:

17.1. funds that are granted by an order of the Cabinet (the number and date of the order shall be indicated);

17.2. funds that are granted on the basis of a financing plan (a ministry of another sector and a programme, from which the funds are received, shall be indicated);

17.3. implementation of the budget by derived public persons partly financed from the State budget; and

17.4. remaining funds from other budgets.

 

18. Budget institutions which in accordance with orders of the Cabinet have been granted funds from the privatisation of State property objects, shall indicate the relevant funds:

18.1. in the revenue section according to the budgetary revenue classification code 12.3.1.0 “Revenue from privatisation”;

18.2. in the financing section according to the budget financing classification code F21010010 “Increase of monetary funds” with a minus (-) sign;

18.3. in the expenditure section according to the classification of budgetary expenditure pursuant to the economic categories (hereinafter – classification of budgetary expenditure); and

18.4. the data indicated in the column “Implementation of the budget – in the accounting period – sum total” shall be coordinated with the data that are indicated in the summary of the Treasury regarding revenue and performed expenditure of the Treasury from the point of view of economic classification, programmes and sub-programmes.

 

19. Pursuant to the financing plan, budget funds received from other budget institutions according to the appropriation procedures shall be indicated:

19.1. in the revenue section according to the classification of budgetary revenue;

19.2. in the expenditure section according to the classification of budgetary expenditure; or

19.3. in the financing section according to the budget financing classification code F22010010 “Making of demand deposit” with a minus (-) sign.

 

20. Derived public persons partly financed from the State budget, upon completing the Form No. 2 regarding the type of budget “Funds from other budgets”, shall indicate data in full amount:

20.1. in the revenue section according to the classification of budgetary revenue;

20.2. in the expenditure section according to the classification of budgetary expenditure; or

20.3 in the financing section according to the classification specified in regulatory enactments. 

 

21. The remaining funds from other budgets shall be indicated:

21.1. in the revenue section according to the classification of budgetary revenue;

21.2. in the expenditure section according to the classification of budgetary expenditure; or

21.3. in the financing section according to the budget financing classification code F22010010 “Making of demand deposit” with a minus (-) sign.

 

22. The data indicated in the sixth, seventh and eighth group of the accounting form of accounts shall be indicated in the column “Implementation according to the accumulation principle” of Form No. 2.

 

III. Preparation of Consolidated Report on Implementation of the Budget

 

23. In preparing a consolidated report on implementation of the budget according to Sub-paragraph 7.1 of this Instruction, the following types of consolidation shall be used:

23.1. summation – merging of reports by summing up from the lowest level to the highest level of the budget along all the items indicated pursuant to the report referred to in Sub-paragraph 7.3 of this Instruction;

23.2. exclusion of mutual transactions (according to the cash flow principle, according to the accumulation principle) pursuant to the report referred to in Sub-paragraph 7.2 of this Instruction:

23.2.1. transactions (according to the cash flow principle, according to the accumulation principle) that have been performed between institutions involved in the consolidation. Transactions shall be excluded observing the minority principle, i.e. the smallest values of mutually economically corresponding positions shall be excluded;

23.2.2. if a central institution has been assigned the function of the managing authority in implementation of projects or the utilisation of appropriation has been determined by an order of the Cabinet and the plan for financing of measures has been approved, transactions in relation to implementation of the budget of another budget institution shall be excluded in the accounting period according to the cash flow principle; and 

23.3. if the Cabinet has specified a particular budget institution as the implementer of measures in relation to the programmes approved in the Law On the State Budget for the current year, such transactions shall be included in the cash flow of the Form No. 2 according to Paragraphs 13 and 14 of this Instruction.

 

IV. Preparation of Cash Flow Report

 

24. In preparing an annual report on cash flow, Form No. 2-NP “Report on Cash Flow”(hereinafter – Form No. 2-NP) included in Annex 4 to Cabinet Regulation No. 749 of 13 November 2007 “Regulations Regarding the Procedures for Preparing Annual Reports of State Budget Institutions and Local Governments” shall be completed.

 

25. Cash flow shall be indicated, using the direct method, i.e. indicating the received and paid gross amounts of monetary funds as broken down according to the types of budget. Data regarding the balance of account of funds from other budgets, which are temporarily at the disposal of an institution, shall not be included in the balance of monetary funds at the end of the period. The data shall be equivalent to the data indicated in the column “Sum total of implementation of the budget in the accounting period” of the consolidated Form No. 2.

 

26. The following shall be indicated in the item A1 “Revenue from operating activities”: 

26.1. tax revenue (social security contributions) according to the budgetary revenue classification group 1.0;

26.2. non-tax revenue according to the budgetary revenue classification group 2.0;

26.3. paid services and other own revenue according to the budgetary revenue classification group 3.0;

26.4. revenue from foreign financial aid according to the budgetary revenue classification group 4.0;

26.5. monetary funds received as transfers according to the budgetary revenue classification group 5.0 (transfers between State structures, except merchants; transfers between subordinate institutions; transfers between local government structures, except merchants; transfers between general government structures, except merchants);

26.6. donations and gifts according to the budgetary revenue classification group 6.0; and

26.7. other revenue (those previously non-classified). 
 

27. The following shall be indicated in the item A2 “Expenditure from operating activities”:

27.1. work remuneration according to the budgetary expenditure classification code 1100;

27.2. social security contributions of an employer, benefits and compensations of social nature according to the budgetary expenditure classification code 1200;

27.3. expenditure for official journeys and business trips according to the budgetary expenditure classification code 2100;

27.4. expenditure for services according to the budgetary expenditure classification code 2200, 2712 or 2800;

27.5. expenditure for the purchase of supplies, materials, goods and books according to the budgetary expenditure classification codes 2300, 2400 or 2711;

27.6. tax payments according to the budgetary expenditure classification code 2500;

27.7. subsidies, grants and social benefits according to the budgetary expenditure classification codes 3000, 6000, 7700 or 7600;

27.8. interest expenditure according to the budgetary expenditure classification code 4000 (if they do not apply to investment activities or financing activities);

27.9. transfers (by appropriation from the basic budget to the special budget, from the basic budget to the basic budget, from the State budget to local government budgets, from the special budget to local government budgets) according to the budgetary expenditure classification code 7000 or 9000, except the expenditure referred to in Sub-paragraph 27.7 of this Instruction:

27.9.1. maintenance expenditure according to the budgetary expenditure classification code 7000 (transfers between State structures, except merchants; transfers between subordinate institutions; transfers between local government structures, except merchants; transfers between general government structures, except merchants);

27.9.2. capital expenditure according to the budgetary expenditure classification code 9000 (transfers between State structures, except merchants; transfers between subordinate institutions; transfers between local government structures, except merchants; transfers between general government structures, except merchants); and 

27.10. other expenditure of operating activities (those previously non-classified).

 

28. The following shall be indicated in the item B1 “Revenue from investment activities”:

28.1. revenue from the sale of intangible investments according to the budgetary revenue classification group 2.0;

28.2. revenue from the sale of fixed assets according to the budgetary revenue classification group 2.0;

28.3. revenue from the sale of shares and securities according to the budget financing classification code F500000; and

28.4. revenue from other investment activities.

 

29. The following shall be indicated in the item B2 “Expenditure from investment activities”:

29.1. expenditure for the purchase of intangible investments according to the budgetary expenditure classification code 5100;

29.2. expenditure for the establishment of intangible investments according to the budgetary expenditure classification code 5100;

29.3. expenditure for the purchase of fixed assets according to the budgetary expenditure classification code 5200 or 5800;

29.4. expenditure for the establishment of fixed assets and unfinished construction according to the budgetary expenditure classification code 5200 or 5800;

29.5. expenditure for the purchase of shares and securities according to the budget financing classification code F30010000 or F50010000; and

29.6. other expenditure (previously unclassified, including interest expenditure according to the budgetary expenditure classification code 4000, if they are not related to operating activities or financing activities). 

 

30. The following shall be indicated in the item C1 “Revenue from financing activities”:

30.1. revenue from the sale of self-issued shares according to the budget financing classification code F30320010; and

30.2. loan repayments received according to the budget financing classification codes F40110020, F40210020 or F40310020;

30.3. loans received according to the budget financing classification code F40320010 or F40120010; and

30.4. other income from financial activities (those previously non-classified).

 

31. The following shall be indicated in the item C2 “Expenditure from financing activities”: 

31.1. expenditure for the purchase of own issued shares according to the budget financing classification code F30120000; 

31.2. the issuing of loans (according to the procedures specified in regulatory enactments) according to the budget financing classification codes F40110010, F40210010 or F40310010;

31.3. the repayment of loans according to the budget financing classification code F40120020 or F40320020; and

31.4. other expenditure (previously unclassified, including interest expenditure according to the budgetary expenditure classification code 4000, if they are not related to operating activities or investment activities).

 

32. Information that is indicated in columns related to the cash flow in the Form No. 2-NP – other revenue or expenditure from operating activities, investment activities and financial activities – shall be explained in the Annex to Form No. 2-NP.

 

33. The data indicated in the item D1 “Grants from general revenue” shall conform with the data indicated in the classification code 21.7.0.0 in Group 7 of the revenue section of Form No. 2. The grant received from general revenue shall be indicated in its full amount in Form No. 2-NP.

 

34. The grants from general revenue unused in the accounting year and the unutilised funds from the sub-programme “Funds for unforeseen circumstances” of the basic budget of the Ministry of Finance shall be indicated as a negative number in the item D2 “Closed allocations”.

 

35. The impact of the foreign exchange rate fluctuations on the monetary funds shall be indicated in Section V of Form No. 2-NP “Result of the foreign exchange rate fluctuations (+,-)”.

 

36. The monetary funds in the Treasury accounts, current accounts and in the cashier’s office of a budget institution, as well as the cash en route shall be indicated in the balance of monetary funds and investments at the beginning of the period (NL1.). The referred to data shall correspond to:

36.1. the additional information provided in the summary of Form No. 2 regarding the remainder of monetary funds at the beginning of the year; and

36.2. the information indicated in the account group 2600 in the column “At the beginning of the accounting period” of the Form No. 1-1 “Distribution of the balance of monetary funds” 

 

37. The monetary funds in the Treasury accounts, current accounts and in the cashier’s office of a budget institution, as well as the cash en route shall be indicated in the balance of the monetary funds and investments at the end of the period (after the closing of assignation) (NL2.). The referred to data shall correspond to:

37.1. the additional information provided in the summary of Form No. 2 regarding the balance of monetary funds at the end of the year; and

37.2. the information indicated in the account group 2600 in the column “At the end of the accounting period” of the Form No. 1-1 “Distribution of the balance of monetary funds”. 

 

V. Preparation of Report on the Financial Results of Activities

 

38. In preparing an annual report on financial results of activities, a budget institution shall complete the Form No. 4-3 “Report on financial results of activities” (hereinafter – Form No. 4-3) included in Annex 2 to Cabinet Regulation No. 749 of 13 November 2007 “Regulations Regarding the Procedures for Preparing Annual Reports of State Budget Institutions and Local Governments”.

 

39. The data in Form No. 4-3 shall be indicated in accordance with the accumulation principle.

 

40. The data in the column “Name of the item” of the Form No. 4-3 shall be grouped as follows:

40.1. revenue and expenditure from the operating activities;

40.2. financial revenue and expenditure (shares and other participation in the merchants’ own capital, sale or purchase of debt securities, reduction or increase in revaluation reserves, exchange rate fluctuations, sale of fixed assets, if this is not the operating activity of an institution); and

40.3. extraordinary revenue and expenditure (resources for unforeseen circumstances, which according to the Law On the State Budget for the current year are not in the basic budget of a budget institution, shall be indicated).

 

41. In the column “Accounting period” of the Form No. 4-3: 
41.1. data in the column “Basic budget” shall be equivalent to the data indicated in the column “Implementation according to the accumulation principle” within the row “Type of budget” – “Basic budget” of the consolidated Form No. 2.

41.2. data in the column “Special budget” shall be equivalent to the data indicated in the column “Implementation according to the accumulation principle” within the row “Type of budget” – “Special budget” of the consolidated Form No. 2;

41.3. data in the column “Donations and gifts” shall be equivalent to the data indicated in the column “Implementation according to the accumulation principle” within the row “Type of budget” – “Donations and gifts” of the consolidated Form No. 2; and 

41.4. data in the column “Funds from other budgets” shall be reduced by the data of derived public persons partly financed from the State budget, which are indicated in the column “Implementation according to the accumulation principle” within the row “Budget type” – “Funds from other budgets” of the consolidated Form No. 2.

 

42. The following shall be indicated in the item A1 “Revenue from operating activities”:

42.1. tax revenue (social security contributions) according to the budgetary revenue classification group 1.0;

42.2. non-tax revenue according to the budgetary revenue classification group 2.0;

42.3. paid services and other own revenue according to the budgetary revenue classification group 3.0, except exchange rate fluctuations;

42.4. revenue from foreign financial aid according to the budgetary revenue classification group 4.0, except exchange rate fluctuations;

42.5. transfers according to the budgetary revenue classification group 5.0 (transfers between State structures, except merchants; transfers between local government structures, except merchants; transfers between subordinate authorities; transfers between general government structures, except merchants);

42.6. donations and gifts according to the budgetary revenue classification group 6.0, except exchange rate fluctuations;

42.7. grant from general revenue according to the budgetary revenue classification code 21.7.0.0 minus unutilised grant from general revenue “Closed budget assignments”; and

42.8. other revenue from operating activities (remainder detected during stock-taking, revenue from reduction in savings of the debts of unreliable debtors and advance payments, primary recognition of non-financial assets and other revenue related to activities of an institution). 
 

43. The following shall be indicated in the item A2 “Expenditure from operating activities”:

43.1. work remuneration according to the budgetary expenditure classification code 1100;

43.2. social security contributions of an employer, benefits and compensations of social nature according to the budgetary expenditure classification code 1200;

43.3. expenditure for official journeys and business trips according to the budgetary expenditure classification code 2100;

43.4. expenditure for services according to the budgetary expenditure classification codes 2200, 2712 or 2800;

43.5. expenditure for the purchase of supplies, materials, goods and books according to the budgetary expenditure classification codes 2300, 2400 or 2711;

43.6. tax payments according to the budgetary expenditure classification code 2500;

43.7. subsidies, grants and social benefits according to the budgetary expenditure classification codes 3000, 6000, 7700 or 7600;

43.8. interest expenditure according to the budgetary expenditure classification code 4000;

43.9. transfers (transfers between State structures, except merchants; transfers between subordinate institutions; transfers between local government structures, except merchants; transfers between general government structures, except merchants) according to the budgetary expenditure classification code 7000 or 9000, except the expenditure referred to in Sub-paragraph 43.7 of this Instruction;

43.10. depreciation and amortization costs according to the depreciation or amortization calculated in the accounting period, including adjustments thereof;

43.11. other expenditure from operating activities – shortages detected during stock-taking, expenditure for the writing-off of debtors’ claims and clearance of loans, expenditure for the establishment of savings in relation to loans of unreliable debtors and advance payments, writing-off of value, excluding assets from the accounting, and other expenditure related to the operating activities of an institution.

 

44. The following shall be indicated in the item B1 “Financial revenue”: 

44.1. reduction in the savings for unreliable loans – according to the budgetary revenue classification group 2.0 in the code 8.9.2.0;

44.2. revenue from revaluation of capital shares and securities of a capital company – according to the budgetary revenue classification group 2.0 in the code 8.1.0.0; 

44.3. revenue from exchange rate fluctuations – in codes 21.1.1.0, 21.3.1.0 and 23.1.1.0; and

44.4. other revenue from financial activities.

 

45. The following shall be indicated in the item B2 “Financial revenue”: 

45.1. the purchase of shares and securities of capital companies;

45.2. expenditure for the revaluation of long-term financial investments according to the budgetary expenditure classification code 5000;

45.3. expenditure from exchange rate fluctuations – according to the budgetary expenditure classification code 8000;

45.4. establishment of savings for unreliable loans; and

45.5. other expenditure from financial activities.

 

46. The net result from the sale of intangible investments and fixed assets shall be indicated in the item B3 “Revenue (+) or expenditure (-) from the sale of fixed assets”.

 

VI. Closing Provision

 

47. Cabinet Instruction No. 3 of 29 January 2008 “Procedures by Which State Budget Institutions Prepare Budget Implementation Reports, Cash Flow Reports and Reports on Financial Results of Activities” (Latvijas Vēstnesis, 2008, No. 19) is repealed. 

 

 

Prime Minister 


I. Godmanis

 

Minister for Finance 


A. Slakteris
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