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Сhapter 32 — Financial control

Public internal financial control

The scope of financial control covers

External audit

Protection of the EU's financial interests

More details in annexes 2 – 5

Protection of the Euro against counterfeiting



The system of controls over public finance in Ukraine: 

advantages and planned improvements

Powers of control authorities are legally

defined and delimited

The system of controls over public finance established in Ukraine 

addresses the issues outlined in Chapter 32

Appropriate and diverse tools are used for

control

A system of control authorities allows for

more complete and efficient control of

resources

All stakeholders are provided with

information to make appropriate

management decisions

The system of “checks and balances” of

the branches of power is ensured

Amendments to the Law on the Accounting Chamber adopted in the first reading by the Parliament

and amendments to the law on the State Audit Service are being prepared to clarify their powers
(including in terms of financial audits conducted exclusively by the Accounting Chamber and “specialized” audits in certain areas, inspections,

procurement monitoring and checks conducted by the State Audit Service)
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2005
Provides conceptual framework for

PIFC - conceptual basis, main tasks and strategic

directions of the reform

2013 Defines the issues of PIFC development in separate

sections: a description of the current state of PIFC

and analysis of existing problems (including dates of

strategy adoptions), tasks and measures for further

PIFC development, expected results and associated

risks2017

2021 





Text of the document

PIFC in Ukraine: a strategic framework
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•

•

Other 
connected 

reforms

PAR 
reform

•

•

•

•

•

•

• •

•

Measures have been identified 

that will influence the 

development of PIFC, particularly 

in strengthening managerial 

accountability

Measures have been identified 

that will influence the 

development of PIFC, particularly 

in strengthening managerial 

accountability

•

•

COORDINATION OF REFORMS

Development of PIFC: connection with 

other reforms



PIFC: legislative framework

More details in annexes 9 – 14

Basic Principles of Internal Control

IC

Procedure for Conducting Internal Audit

IA

Standards of Internal Audit

Certification Procedure for Internal Auditors

Procedure for External Quality Assessment of IA



Measures being implemented Planned activities

IA: revision of the regulatory framework in connection 
with the new Global Internal Audit Standards (GIAS)



Value Conclusion

Operational framework of IC and IA in Ukraine:

Sigma assessment - 2023

Sigma Report

Indicator value 4 out of 5 points

2023

Indicator value 2 out of 5 points

2021

Indicator value 4 out of 5 points

2023

Indicator value 3 out of 5 points

2021



• internal documents define the functions and procedures aimed at fulfilling the main tasks, achieving the goals, including prevention of violations (including 

corruption/fraud), abuse and losses;

• strategic and annual planning activities are carried out, and the achievement of results is monitored and evaluated; 

• the process of preparing reports on the activities of spending units, including lower-level ones and recipients of budget funds, was improved; 

• the accountability of responsible persons is linked to delegated powers (in particular, the list of those responsible for the formation, implementation of budget 

programs and reporting is determined);

• certain procedures of the budgeting process are being optimized and improved; the distribution of functional workload between structural units and their 

employees is being reviewed;

• an electronic document management system was introduced; technical protection of information is being improved; measures are being taken to digitalize 

management processes;

• training seminars are held to strengthen managerial accountability.

• approaches and responsibilities for risk management and response are being defined (working groups are being created or officials are being appointed to 

coordinate risk management activities; procedures are being formalized in internal documents, etc.);

• steps are being taken to implement control measures to: influence risks; enhance management efficiency; improve the functioning of IT systems; prevent and 

deter corruption violations/fraud and abuse;

• informing  management about risk assessment, risky areas of activity are carried out, and control measures are taken.

Implementation: IC functioning

in state authorities 
(based on results of the CHU analysis, end of 2023)



Failure to ensure the integrity of IC (its elements are fragmented and/or operate separately from

each other and are not sufficiently balanced, focusing on the implementation and functioning of

only certain aspects)

Deficiencies in ensuring the implementation of IC

IC is seen as a separate activity or measure (management control, supervision, control over the

use of budget funds or timely execution of orders, etc.)

Risk management and monitoring focuses on formalizing such activities or is implemented in

isolation from the management decision-making process

The need to focus IC on efficiency in achieving results in accordance with the established goals

and tasks is not taken into account

IC: areas of focus and room for improvement



Organizational 
independence of IA units is 
generally ensured

(cases of deviations remain in only 5% of units, mainly in
the institutions of the system of regional administrations)

Report on the state of the PIFC, 2023

Overall HR capacity
of IA units

Independence of IA units
Organization of IA

within state authorities

The number of internal 
auditors positions

1702

IA activity are organized in 
all state authorities

(ministries, other central executive authorities,
regional and Kyiv City State Administrations, and
other key spending units of state budget)

Implementation: IA functioning
in state authorities 
(based on results of the CHU analysis, end of 2023) 

Positions of internal auditors 
were filled

1180 Functional independence of 
IA units is generally 
ensured

(cases of deviations remain in the system of 29.6% of
authorities, but the costs of performing unrelated
functions are insignificant, for example, about 1.5% of
internal auditors' working time was spent on other
control activities unrelated to IA (internal investigations,
checks etc.)



•

•

•

•

•

•

•

Conducting of internal audits
Implementation of IA 

recommendations

IA activities were intensified 
in 2023 despite the war

Implementation: IA functioning
in state authorities 
(based on results of the CHU analysis, end of 2023) 



1669
pers.

1702
pers.

1821 
pers.

2022 2023 2024

less than 1% of State 

Budget expenditures

32
27

23
20

4 4

2020 2021 2022 2023 2024

Increase in the capacity Improvement in functioning

5,6
thousan

ds

0,63
thousan

ds

0,45
thousan

ds

0,45
thousan

ds

2020 2021 2022 2023

30%

40%
48% 51.3%

2020 2021 2022 2023

86% 88% 86%
89%

2020 2021 2022 2023

Implementation: positive trends
of the IA development
(based on results of the CHU analysis, recent years statistics) 



Areas for further improvement of practical implementation of IA in state authorities

Strengthening the capacity of internal audit units:

• non-compliance of the structures of certain authorities with the requirements for the minimum number of

employees of internal audit units;

• calculation of the number of internal auditors in certain authorities without taking into account the criteria set forth

in Procedure No. 1001;

• problems with the effectiveness of the small IA units

Staff issues in the internal audit units

• incomplete position filling (including in some authorities complete lack of staff for a long time), high vacancy rate;

• staff turnover and instability of the staff composition

Extent to which the functional independence of internal audit units is ensured and the need to avoid wasting
auditors' working time on unrelated functions

Needs for improvement the quality of audits, audit reports and expansion of tools used in the practical work of
internal auditors, based on the developed methodology and best practices

Improvement of the effectiveness of audit recommendations (ensuring a positive impact on the institution's
activities and adding value)

IA: areas of focus and room for improvement



Goal Promotion of the full implementation of certain regulatory frameworks in

the practical activities of state authorities

Measures implemented

IA methodological guidelines, 20 manuals on IA and IC
(on risk-based planning, performance audit, IT audit, audit committees, quality assessment, strengthening managerial accountability, risk
management, monitoring, etc.)

Development of PIFC: some of the support measures
implemented by the CHU (2017 – 2024)

5 pilot projects on IC aimed at strengthening the responsibility of managers for the management and development of the institution as a

whole

4 pilot projects on IA including performance audit and external quality assessment

16 training events on IC for all central-level state authorities on the basics of IC, managerial accountability and risk management

47 training events on IA on various topics

27 assessments of the functioning of IA systems (external quality assessments), with recommendations to state

authorities on improving IA systems and ensuring the proper implementation of the IA function

CHU prepare and submit to the Government annual reports on the current state of the PIFC, together
with proposals for further development, which are implemented through the relevant governmental
orders



Block 1 Block 2

General conclusion on the ability of the existing IC system to 

ensure the efficiency and effectiveness of activities using the 

amount of funds determined by the budget to achieve the 

goals of the institution (general conclusion)

Internal Control Statement, declared by the head of institution

Development of IC: strengthening managerial 

accountability

Regarding the manager's assessment of the actual state of 

IC in the institution (summary)



Development of IC: Amendments to the Basic 

Principles of Internal Control (adopted in June 2024)

Goal Strengthening managerial accountability



Development of the PIFC: Implementation of audit 

committee activities

Goal Providing professional advice and reviewing issues related to the organization

and functioning of IC and IA activities and their improvement

Measures implemented Practice 

Audit committees were established

Measures are being taken to establish the AC

No ACs were formed (% authorities)

Statistical data on the status of audit 

committees in ministries



Development of the IA: introduction of internal 

auditors certification

Goal Increasing the professionalism of internal auditors and capacity of internal 

audit units and, as a result, improving their performance

Measures implemented Practice 

The regulatory framework was adopted

The Certification Commission was established

The Recommended Program for preparation certification and a general list of questions for the

exam were approved

Involvement of higher education institutions in the process of preparation for certification was

initiated

2 training courses

18%

82%

218 people

21%

79%

52 people



Development of IA: strengthening human 

resources

Goal Ensure that the positions of internal auditors are fully filled with 

qualified staff

Measures implemented

1669 1702
1821

1201 1180 1204

2022 2023 2024

Positions available

Filled positions

Dynamic of internal auditors



Development of the PIFC: planned digitalization

Goal Automation of key business processes for the IC, IA and CHU

Structure of the PIFC portal Measures implemented

•

•

Information block

Learning block 

Analytical block for 

IA

Analytical block for 

IC

Analytical block for 

the CHU 

an interactive database of regulatory, methodological and explanatory
materials on the PIFC

tools for conducting training activities on IC and IA, professional level
assessment (certification of auditors)

tools for automating the processes of planning, maintaining audit files,
monitoring recommendations, internal quality assessment, reporting, etc.

tools for reporting on IC and planning measures to improve IC

tools for summarizing and analyzing IC and IA reports, external quality
assessment, performance monitoring, building analytical reports, etc.



Introduction of an internal control statement (development/approval of the statement template,

preparation of guidance documents, consulting)

Goal Development of IC, complete practical implementation of all its elements in the

state authorities, strengthening of managerial accountability

2024

2024-26

2025

2024-26

2024-26

Implementation of measures for raising IC awareness

(holding a conference on IC for senior management of state authorities)

Amendments to the Methodological Recommendations on the Organization of Internal

Control (MOF Order No. 995 of September 14, 2012)

Implementation of a training program on IC

(in particular, on managerial accountability, risk management, etc.)

Promotion of the development of the audit committees’ activities in terms of introducing

professional advice and consideration of issues related to the organization of IC, preparing

recommendations for its improvement

Activities planned to develop PIFC

Measures planned



Development of mechanisms for joint organizational forms of internal audit

Goal Development of IA, increase in the capacity of units, professional growth of

auditors, and ensuring high quality of audit work

2024-26

2024-26

2025

2024-26

2024-26

2025-26

Implementation of the Professional Development Program for internal auditors, development and

implementation of “specialized” training programs on IA

(in particular, on the use of IT tools, consulting activities)

Consideration of the possibility of introducing incentive mechanisms for certification of internal auditors

Implementation of the new Global Internal Audit Standards

Consideration of the possibility of introducing alternative methods of organizing the external quality

assessment of internal audit

Activities planned to develop PIFC

Promotion of audit committees’ activities, provision of methodological and advisory support

Measures planned



Development and maintenance of the PIFC portal

Goal Development of institutional capacity, implementation of best practices,

automation of processes

2024-26

2024-26

2024-26

2024-26

Establishment of the Center for Professional Communication (CPC) on the

basis of the State Tax University

Increase of the institutional capacity of the CHU, including increasing the

number of employees

Active cooperation with technical support projects and exchange of experience

on the PIFC reform with the CHU’s of EU member states

Activities planned to develop PIFC

Measures planned



During the organization and implementation of IC, the head of the state authority

shall implement relevant policies, rules and measures

Measures taken by state authorities to prevent and 

detect corruption



Measures taken by state authorities to prevent and 

detect corruption

The role of IA 

Regulatory requirement Practice 

•

•

At the request of law enforcement or anti-corruption authorities

On one’s own initiative
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AC — audit committees

CHU — Central Harmonization Unit (Department of PIFC Harmonization in the Ministry of 

Finance)

ESBU — Economic Security Bureau of Ukraine

Government – Cabinet of Ministers of Ukraine

IA — internal audit

IC — internal control

MOF — Ministry of Finance of Ukraine

NACP — National Agency on Corruption Prevention

NBU — National Bank of Ukraine

PIFC — Public Internal Financial Control

PFM — Public Finance Management

1. Abbreviations



2. System of controls over public finance

in Ukraine

Internal control
The head of the spending unit ensures

the organization and functioning of the IC

Public internal financial control •

•

•

•

•

•

•

•

•

•

•

Internal audit
Internal audit units of spending units

Central Harmonization Unit
The Ministry of Finance (Department of

PIFC Harmonization)



Control over the receipt of funds to the

State Budget of Ukraine and their use

Conducts:

• financial audit

• performance audit

• compliance audit

• expertize

• analysis and other control measures

Independent Supreme Audit 

Institution
ensures control on behalf of the

Verkhovna Rada of Ukraine

Accounting Chamber

3. System of controls over public finance

in Ukraine



Control over the use of state and local

budgets, activities of public sector

entities, state funds, and compliance

with procurement legislation

Conducts:

• inspections;

• procurement checks;

• procurement monitoring;

• state financial audit

Perform the functions of the AFCOS

Governmental Financial Control 

Authority
ensures control on behalf of the Cabinet

of Ministers of Ukraine

State Audit Service

4. System of controls over public finance

in Ukraine



• Seizure of counterfeit banknotes, including

euros, from circulation

• Informs ESBU about euro banknotes found

to be counterfeit

• Examination of counterfeit banknotes upon

the request of law enforcement agencies

Monthly exchange of information with the

European Central Bank on counterfeit euro

banknotes removed from circulation

The NBU's Competence Center for

Counterfeiting Banknotes works

The Central Bank of Ukraine
realizes authorities in the field of

protection of the Euro against

counterfeiting

National Bank of Ukraine

5. Controls over protection of the Euro against 

counterfeiting



The candidate country should establish IC

(based on managerial accountability) and

IA in accordance with internationally

recognized frameworks and standards (in

particular, COSO and IIA)

Ensuring the development of the PIFC

system through harmonization with

internationally recognized standards,

methodologies and EU IC and IA best

practices

6. EU Acquis:

requirements for the candidate country's PIFC

Chapter 32 Acquis EU-Ukraine Association 

Agreement



Adoption of a Conceptual Framework for the

future implementation of PIFC

Approval of the legislative framework for the

introduction of IC and IA

Launch of IA functions in state authorities

Establishment of the CHU in the Ministry of

Finance in line with the best practices

2010-11

2005

2012

2017

2017-18

2018

Improvement of the IA Procedure, including its

extension to all key spending units of state

budget, introduction of the IA declaration, audit

committees, strategic planning, etc.

Reviews of the development and capacity of

IA and IC, conducted by the CHU, identifying

measures for PIFC improvement

7. The history of the formation and development of the 

PIFC in Ukraine: key stages



Approval of the Basic Principles of Internal

Control

Approval of a new version of the Internal Audit

Standards, aligned even more with international

standards

Started introducing audit committees into the

practice of state authorities

2019

2018

2019

2022

2023-24

2023-24

Approval of the template of the Report on the IC

organization and implementation status, based on

IC elements, preparation of a list of questions to

describe the state of functioning of IC by state

authorities

Adoption of the regulatory framework for

launching the process of national certification of

internal auditors of state authorities

Practical implementation of the national

certification of internal auditors of state authorities

8. The history of the formation and development of the 

PIFC in Ukraine: key stages



Defines the essence of IC and IA

Budget Code of Ukraine (Article 26)

9. PIFC: legal basis (Law)

Text of the Code

Obligates establishment of organization and implementation of IC and IA

by all spending units in their institutions, as well as at enterprises,

institutions and organizations that are managed by such spending units

Determines the powers of the Government and the MOF on the regulatory

and methodological support of PIFC



Basic Principles of Internal Control
(Government Resolution of  December 12, 2018 No. 1062)

10. IC: secondary legislation

Define the framework requirements for IC:

• components of IC

• approaches to ensuring IC

• managerial accountability

• principles of IC

ALIGNED

Text of the Resolution



Reporting form on the internal control organization and implementation status

• The list of questions in the context of IC elements is annually updated and 

communicated to institutions for the responses by September, the 1st 

• Reflects the dynamics of development of 

The report includes blocks of questions:

•

o

o

•

11. IC: secondary legislation



Procedure for Conducting Internal Audit
(Government Resolution of September 28, 2011 No. 1001)

12. IA: secondary legislation

•

•
•

•
•

•

•
•

•
Text of the Resolution

ALIGNED



Internal Audit Standards 
(MOF Order of October 4, 2011 No. 1247)

13. IA: secondary legislation

Define common approaches to IA activities (attribute standards and performance
standards):

• drafting internal documents

• organizational and functional independence

• professional competence

• ensuring and improving the quality

• the criteria for effective management

• mechanisms for risk-oriented planning

• organizing an IA performing an audit assignment

monitoring the

implementation of recommendations

• reporting on activities

Text of the Standards

ALIGNED



provides the principles of moral and professional values and rules of conduct for employees of the internal audit unit, in particular: the

principles of integrity, independence and objectivity, confidentiality and professional competence

defines the stages of certification, the powers of the Certification Commission, the structure of the program for preparation for certification, the

procedure for conducting the exam and determining its results, requirements for advanced training of certified internal auditors

determines the mechanism for organizing, conducting, formalizing and implementing the results of the assessment of the IA system

provides the form of reporting on the results of the internal audit unit's activities as well as guidance for report preparation and submission

14. IA: secondary legislation



•

•

•

•

•

The state authorities have organized and maintained IC in accordance with the COSO model and

provided for the functioning of IC elements:

Units responsible for performing the main tasks of the institution or operational 

units

Support, supervision, control and monitoring units

Independent internal audit unit

The organizational structure of management is based on the three-line model in the context of EU 

countries practice, namely functioning of the:

15. Implementation: IC functioning in state 

authorities

First line

Second line

Third line



In general, several key aspects that support an adequate IC system are in place and

functioning. Some important elements related to the functioning of IC in public institutions

still need improvement

Value Conclusion

Indicator value 2 out of 5 points

16. Functioning of IC in Ukraine: 

Sigma assessment - 2023

The basic mechanisms of managerial accountability in the public sector currently lag behind

EU best practice. Annual plans and reports of government bodies mainly contain output-

level indicators, with a small number of indicators related to final results and/or performance

Operational management decisions that could easily be delegated to lower-level managers

are in most cases still made at the highest management level

In most cases, risk management is not integrated into day-to-day management processes,

risk analysis is usually not included in internal planning and reporting, and risk information is

not linked to management decision-making

There is no practice to implement government-specific internal rules, guidelines or

procedures related to whistleblowing
Sigma Report



The functioning of IA in practice adheres in general to the

requirements set by the legislative framework and the national internal

audit standards

Value Conclusion

Reports are prepared according to the basic requirements, although

the recommendations are not effectively linked with the audit evidence

The coverage of different types of audit shows a positive trend.

However, it could be improved by adding more system-based focused

audits on aspects like performance and IT, performing horizontal

audits or combining different audit disciplines

Indicator value 3 out of 5 points

17. Functioning of IA in Ukraine: 

Sigma assessment - 2023

Sigma Report



Central

Harmonization Unit

18. Work of the CHU



19. Expert support for the development of PIFC

Since 2008

Bilateral cooperation project with the Ministry 

of Finance of Ukraine and the Kingdom of the 

Netherlands

• Training activities on IC and IA

• Measures to integrate and/or improve the practical aspects of IC in the

activities of spending units

• Expert support for the certification of internal auditors

• Pilot activities

• Training for employees of the CHU

Since 2022

Since 2019

Public Finance Management 

Support Program 

for Ukraine EU4PFM

• Development of a PIFC portal

• Development of training programs and materials on the

practical aspects of IT audit, the role of IA in the fight against

corruption and fraud

• Training for employees of the CHU and internal auditors

• Development of proposals aimed at strengthening delegated

managerial accountability

• Conducting reviews and preparing recommendations on the

development of PIFC

Project “State-Owned Enterprises Reform Activity (SOERA) in 

Ukraine” funded by the USAID

• Support for the implementation of the Global Internal Audit Standards

• Conducting training events on IC and IA

• Training for employees of the CHU

• Development and support recommendations aimed on strengthening IA and IC practices, including regulatory basis, regulations and guidelines

• Support in developing procedures and forms for declaring the state of IC, IC self-assessment, Audit Committees reports


