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Abstract 

The subject the Systems for Financial Management and Control being reliable enough to serve as a major factor for the public sector 
financial stability is frequently highlighted throughout the years following the Worldwide financial and economic crisis. 

The present work is targeted at defining the Systems for Financial Management and Control as a major factor for Republic of Bulgaria’s 
financial stability. For that purpose we shall highlight the financial control procedure on public sector spending. 
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1 Introduction 

The Law for Financial Management and Control in the Public 
Sector and the Law on Internal Audit in the Public Sector 
regulate the financial control in Bulgaria. The establishment 
of Systems for Financial Management and Control in all units 
of the public sector was provoked also by the financial 
decentralization which took place in Bulgaria. The System for 
Financial Management and Controlconsists of different 
procedures and policies of public sectors’ organizations, used 
as a guarantee for a reasonable confidence in the achievement 
of the organization targets by observing principles of 
reliability, economy, efficiency, legal compliance, assets and 
information protection. 

2 Control structure  

Public spending shall not be considered as an unilateral act 
but a process consisting of a few stages:  

 Occurrence of public needs;  
 Costs planning for providing the goods;  
 Determination of funding sources  
 Legal and financial inspection of the expense;  
 Monitoring and reporting.  
 Occurrence of the  needs of the population  
 It is a usual practice not to discuss the public needs 

as they are considered as known and of a permanent 
nature. The use of significant amount of financial 
resources may be imposed also by non-perceptible 
needs, of a single manifestation and concerning a 
restricted circle of consumers.  

 Planning of the costs for providing the goods  
 The second important stage includes the costs 

planning. Herein not only the proof of a need is 
provided but the definition of different costs and 

their provision with budget resources.  
 Determination of funding sources  
 The determination of the funding resources is a 

detailed mechanism on a local level.  
 Legal and financial inspection of the expense 
 This stage covers the most comprehensive volume of 

activities. It consists of inspection on the previous 
stages compliance and complete inspection of the 
documented spending before its payment.  

 Reporting  
The reporting is more of an accountancy procedure in its 

nature not a financial one and its implementation shall be 
related to the inspection and the results from the previous 
stages:  

 Planned means:   For what?   How much?   Where? 
 Spending:            For what?   How much?   Where? 
 Reported means: For what?   How much?   Where? 
The detailed consideration of the target planned means 

and the spending is also an important stage of the reporting. 
In cases of expenses, funded by borrowings, a report to the 
funding body is needed as well.  
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3 Procedures and mechanisms for conduction of 
reliable control 

The control organization is defined on a local base. In 
Bulgaria the public sector organizations define their own 
procedures, policies and mechanisms for the control 
conduction. 

The preliminary control is targeted at conduction of an 
inspection before taking an engagement or effecting a 
spending. Only a positive result would entitle the 
organization to proceed with the next actions related to the 
assignment and implementation of the spending activities. 
The control itself undergoes through few stages:  

STAGE 1: Identification of a need 
The only purpose of the first stage is to ascertain 

existence of an actual need for the spending to be made. 
STAGE 2: Are the means planned, source of funding 
This stage of the inspection shall be based on documents 

and the entries in the organization budget. It is important to 
inspect if there is a target source for funding or the means 
do not have a special purpose designation. 

STAGE 3: Admissible size of the expense 
This stage consists of two control procedures. The first 

one may restrict the volume of the engagement taken to the 
amount of the planned financial means, i.e. the expected 
spending should not surpass the financial resource provided 
in the organizational budget. The second procedure for 
determination of the admissible size is based on the 
spending activity itself. 

STAGE 4: Verification or refusal for verification 
The verification is the final procedure of the preliminary 

control. It is used for giving permission or a refusal for 
taking a particular engagement or spending. The verification 
is ascertained by a signature affixed by the responsible or 
authorized person. 

The operational control covers the whole period from 
the moment of the commitment until the final payment of 
the expense. Its target is to give a final permission or a 
refusal for a given service or delivery to be made. It consists 
of the following stages:  

STAGE 1: Inspection of the procedures for election of 
a Supplier 

This stage has a few aspects: legal, financial and 
technical. A few procedures are included. 

STAGE 2: Compliance 
The purpose of this stage is to check for compliance of 

the agreed and the actually implemented activities and 
deliveries. 

STAGE 3: Compliance of the declared and the 

accounted expenses as per captions  
A comparison shall be made between the declared and 

the final expenses as per captions. The Inspection shall be 
done as per quantities and values. 

STAGE 4: Competence of the people who had accepted 
the activity or the delivery  

This inspection is targeted at ascertainment of the 
competence of the people who had accepted the activities or 
the deliveries. 

STAGE 5: Rights of the signatories 
Similar to the previous stage, the signatories shall be of 

a competence and of authority to sign the documents.  
STAGE 6: Accurateness and completeness of the 

financial documents. 
The accurateness and the completeness of the 

documents shall be checked. The values and the calculations 
shall be inspected.  

STAGE 7: Verification of the expense  
The expense verification shall be done through the 

means of the double signature system. 
Subsequent control – it is frequent for this stage to be 

ignored. It is often believed that the verification of the 
expense is the end stage of the control process. However this 
stage is of the same importance as the other two stages. 

The whole process of control over the public spending is 
regulated by the rules for risk management. Each control 
stage may be defined with certain risks. They are subject of 
analysis and they may determine the reaction model in case 
of different risks. 

4 Conclusions 

Public spending has been a popular subject of discussions in 
the society. From one side the tax payers want to find 
particular benefits for them and from another side – 
mechanisms guaranteeing that the public money are spent 
reasonably. Expenses prioritization and economical use of 
financial resources are the fundamentals of the fiscal 
management and discipline. The introduction of reliable 
Systems for Financial Management and Control in Bulgaria 
serve as a strong mechanism for monitoring, control and 
management of the spending. 
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