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Introduction 

In this topic you explain the closure procedure of financial management. But first get acquainted with 

two possible ways of charging state, and the current monetary system. When drawing up the state 

budget for each fiscal year plays managing revenue and expenditure in the current year and the 

monitoring of state property and financial resources of its coverage negligible role. From a historical 

perspective, it is clear that public finance developed quite differently and methodology of accounting 

of public finances has never been as developed as in subjects business. 

In recent decades, growing in developed countries is important not only a question of finding the 

optimal position of the public sector, but also a question of the quality of economic data produced by 

the public sector as a prerequisite of effective economic management in this area. 1 Pressure to 

increase the transparency and integrity of the individual items of financial statements together with 

the pressure to increase the performance of the public sector is so evident also in the Czech 

Republic. 

The gradual penetration methods and tools typical of the earlier accounts of business entities in the 

public sector are more than obvious. 2 In the context of the above in the context of relevant 

international institutions discussed about the so-called. Accrual based financial reporting public 

sector, whose main objective is to provide users of financial statements relevant data for process 

control and decision making. 

The basic purpose of the reform is to create so-called "Accounting of the state", on the basis of 

which it should be possible to charge and report financial transactions of state on an accrual basis. 

As a result of the process of economization of individual parts of the public sector Czech Republic 

and stands even before the Ministry of Defence of the Czech Republic (MoD CR) requirement for 

a gradual transition from traditionally utilized cash accounting system to accrual. Given the topicality, 

time consuming and methodological complexities of this problem is the subject deals precisely 

accrual in the Ministry of Defence of the Czech Republic, whose aim is to describe the nature and 

importance of accrual accounting in the public sector, to characterize the state of the process of 

implementation of accrual accounting in the Ministry of Defence of the Czech Republic and identify 

the main challenges, eventually problems associated with this implementation. 
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0. Accounting reform of public finances 

We could talk about the closure of financial management at NS ie. Part OSS MoD, we must first say 

something about changing the state of the financial statements and that means from a broader 

perspective to understand the management in the public sector, which has undergone reform. 

Public finance reform was initiated by the Government of the Czech Republic in 2004, mainly to 

progressively reduce the public deficit in a sustainable manner, so that by 2010 there has been a 

permanent reduction to below 3% of gross domestic product (GDP). Now keeping three percent of 

GDP threshold is one of two sub-criteria for the performance criteria sustainability of public 

finances, which is part of the EU fiscal policy, which is currently a member of the 2004 Czech 

Republic became  a. The second criterion is the criterion of gross public debt, which requires that the 

ratio of government debt to GDP does not exceed 60%. The reform measures in the meantime made 

were supported by Act no. 261/2007 Coll., On stabilization of public budgets, whose mission was to 

contribute to reversing the upward trend in mandatory spending, creating a space for change in the 

structure of public expenditure and to stabilize public finances. 

Accounting reform in public finance was officially launched by the Government Resolution no. 561 of 

23. 5. 2007, which approved the creation of the state accounting 1. 1. 2010. The explanatory report 

on the basis of legislative regulation was submitted to the Accounting Act, sees the main objective of 

reforms, notably in the creation of conditions that contribute to the efficient ensuring correct, 

complete and timely information particularly on the economic situation of the state and of the 

relevant entities. According to the Ministry of Finance aims to create state-based accounting to 

accrual-based financial reporting in particular: 

 Creation of state accounting in analogy with the accounts of business entities with regard to 

the principle of effectiveness and significance with regard to the specifics of the state and its 

sovereignty, in particular by improving the accounting methods used by public sector entities. 

 Creating the conditions for effective provision of relevant information on the economic 

situation of the state and the respective selected entities, including capturing information 

about potential claims, contingent liabilities (risks) on the national level and at lower levels. 

 Removal of fragmentation of individual records and statements of entities connected with 

public budgets and state property. 

 Provision of reliable information for reporting and preparation of financial statements for the 

Czech Republic, which will be to improve the quality of information provided for the Czech 

Republic, and also will be improved reporting on the level of selected entities. 

 Capture and ensure continuous acquisition of information necessary for operational 

management, which is currently lacking in real time. 

 Consistent computerization and digitization of accounting records in order to reduce 

administrative demands on bookkeeping and the appropriate control mechanisms. 

Based on the recommendations made use of a „Twinning project“, which gave rise to the 

cooperation between national administrations of the Czech Republic and France in the introduction 

of state accounting. This project, as part of the Transition Facility, develops and strengthens public 

administration institutions that are responsible for implementing EU legislation into the legal systems 

in the country. It also aims to encourage the exchange of experience between the old and new 



member states. For these reasons, the EU has provided the Czech Republic transitional financial 

assistance not only for the realization of twinning itself, but also addressing the technical aspects of 

creating a state accounting. 

With lessons learned from a series of workshops with experts from the French Ministry of 

Finance has begun to gradually form the necessary methodology for the state accounting. In 2008 

there was a transfer of International Accounting Standards for the public sector in the Czech 

language, which in turn resulted in amendments and accounting legislation. New Accounting Act, i.e. 

The Act no. 304/2008 Coll., Amending Act no. 563/1991 Coll., On Accounting, as amended, and the 

entry into force on 1 1, 2009 set the legal framework for the emergence of state accounting, 

respectively for the entire accounting reform in public finance. 

On the regulation of the Accounting Act as a result of the accounting reform of public finances 

is covered by EU law. Czech Republic, as a Member State, it is obliged to do its legal system to 

implement EU. When preparing an amendment to the Accounting Act, however, was taken into 

account are the systems of international rules: 

 International Accounting Standards Public Sector (IPSASs). 

 International Accounting Financial Reporting Standards (IFRS). 

 European system of national and regional accounts (ESA 95). 

Despite the fact that the issue of state accounting is not in the above mentioned international 

Reguli specifically adjusted basic principles on which these rules are based, are seen as desirable in 

terms of public sector CR. 

As mentioned above, the legal framework was set up adoption of Act no. 304/2008 Coll., 

Amending Act no. 563/1991 Coll., On Accounting, as amended, the individual provisions are further 

elaborated Decree no. 410 / 2009 Coll., implementing the decree to the accounting for certain 

selected entity and Decree no. 383/2009 Coll., Decree on technical accounting records. It can 

therefore be concluded that the accounting reform of public finances has a sufficient legislative 

background. 

However, the absence of major legislative can be seen in the outstanding adjustment in the 

Czech Accounting Standards (CAS) for public sector entities Czech Republic. Financial Bulletin no. 

7/2009 dated 31. 12. 2009, is published "notice of revocation CAS no. 501-522 for an entity that 

charged by the previous Decree no. 505/2002 Coll. Until today, were released 4 new CAS for some 

selected entities, which are used by these entities already in the accounting period beginning on 

1. 1. 2010. It is interesting that these standards have not only a recommendatory character, but to 

increase legal certainty for the selected entity binding. Among the newly issued standards include: 

 CAS (ČÚS) č. 701 – Accounts and accounting principles in the accounts, 

 CAS (ČÚS) č. 702 – Opening and closing of accounting books, 

 CAS (ČÚS) č. 703 – Transfers, 

 CAS (ČÚS) č. 704 – Funds and entity. 

The Communications of the Ministry of Finance also show that during 2010 will be issued 

additional standards, but they will be effective in the next accounting period, i.e. from 1. 1. 2011. 



1. The Money and the current system 

Cash and accrual system represent the two end points of the spectrum of all possible accounting and 

budgetary base. 3 Both of these systems have their pros and cons. 

 

Cash accounting, cash-basis accounting 

Cash recording transactions is an older system that "... in the accounting period recorded costs (i.e. 

outflows of cash) in the breakdown legislation (notably under budget structure)." 4 But it is not able 

to capture a portion of resource consumption that with the loss of funds in the reporting period is 

not connected. This is e.g. the consumption of material acquired in the previous year and the 

depreciation of fixed assets. 5 In accounting based on cash flows, therefore, transactions are 

recorded when receipt or disbursement of funds. There is thus no direct time connection with the 

reason for the origin i.e. the economic reason for the movement on the account. 

In many cases, is often referred the cash accounting as accounting discontinuous (consequential). 

This means that during the separation of accounting periods longer need for correctly deriving the 

consolidated perform more complex operations. In these systems, the results derived from cash 

flows for the period resulting from transactions already made. For their inclusion in the economic 

result, it is crucial that in the accounting period made. 6 

Most of the really existing discrete accounting systems consistently with the only cash flows 

(revenues and expenditures) which accounting records. Other transactions may be within the 

operating organization only registered (e.g. in the auxiliary books). Among the features of this system 

include accounting principle: 

• Absence use of revenues and expenses in respect thereto, 

• Dependence on balancing inventory instead of the normal billing, 

• Use a periodic survey of the actual state of assets and debts (inventories) to quantify equity 

• Primary derive profit based on identified, quantified and recorded real monetary 

consequences of the underlying transactions. 7 
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An unequivocal advantage of the cash accounting system is relatively easy to monitor these 

transactions and basically immediate availability of materials and consequently accounting outputs. 

Even though the cash accounting nowadays on the wane, many governments prefer him not only 

because it is simple and tradition of its use, but also because of the prevailing deficit financing 

wherein the required output of an accounting system is the amount of a cash deficit, which is 

necessary in the reporting period to finance. 8 Adequate information on the state of management of 

the entity shall no longer be able to provide. 

 

Accrual accounting, accrual-basis accounting 

The accounting system based on accrual basis records flows in the period in which the creation, 

modification or termination of certain economic value. Accrual accounting can be defined as 

a requirement for economic operation showed in the period to which they relate factual and time - 

i.e., not in the period in which the expenditure or receive funds. This principle is one of the 

foundations reporting in the Czech Republic, in accordance with international accounting standards. 

The reason for this requirement is the effects of individual transactions on cash flows, because: 

• Certain transactions cause the real movement of money. 

• Other transactions are associated with an increase or decrease in cash flows, which will take 

place at the time of the transaction. 

• Other transactions while having an impact on cash, but cash flow will take place later. 9 

 

Application of accrual accounting is therefore the expenses and revenues of the reference period to 

the kind of mutual material agreement and in temporal relation to reporting period. 10 

Accrual accounting recognizes transactions causally, therefore, is usually described as a continuous 

accounting. It means that at the year-end has to conduct special operations delimiting complexes 

accounted for correct derivation of the result for the accounting period. 11 
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2. Accrual accounting in the public sector 

The transition from traditional accounting system based on cash flows for accurate and efficient 

accrual accounting in the public sector is a hot topic. It poses no mere technical change. This is a 

fundamental change in management culture, which is important to ensure effective control of 

expenditure, to reduce the risk of errors or irregularities at the lowest possible level and to improve 

the daily management of state funds. 12 

Traditional monetary system that can "... easily lead to a misleading view of the commitments, 

particularly when there is an increase in their volume and delays in payments, leading to incomplete 

information about short-term trends as well as the inability to reliably defend the legitimacy of the 

long-term outlook for public finances," 13, is necessary to replace the accrual system, which 

"... creates better conditions for setting up a system of liability"14 and increases the transparency and 

completeness of accounting data. Through this change in accounting methodology to refine the 

allocation of resources and thus help increase the performance of the public sector. 15 It can 

therefore be concluded that they were found reasons for the introduction of accrual accounting 

principle in public sector organizations. 

Accrual concept should not be taken into account only if accounting but also in budgeting. 

Nevertheless this area is subject to professional debates and possible alternative solutions are 

discussed professional accountants worldwide. In connection with these problems are most 

frequently mentioned two reasons. The first of these is the fear that there is a risk of breach of 

budgetary discipline. Political decisions on monetary expenditure should correspond to the revenues 

reported in the state budget, and it can provide only monetary base budgeting. The second reason is 

the fact that the legislative norms are provisions that prevent the implementation of accrual 

accounting in budgeting. 16 

As already was mentioned, the aim of the transition to accrual accounting more transparent public 

spending. Originally used cash accounting system would indirectly contribute to a gradual increase in 
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the debt of public finances, because did not provide information on the total costs of activities 

financed from the individual budgets. 17 

The need for accrual accounting is so indisputable. However, in connection with its implementation 

immediately raises several problems. It is quite difficult to determine the moment at which to 

implement change. There are several reasons: 

• The problem of capturing specific assets and liabilities that are not found in the private 

sector (national heritage assets, military assets, infrastructure, social welfare programs). 

• Determining the appropriate accounting methods for the valuation of assets. 

• The need for legislative changes in relation to the application of international accounting 

standards (International Public Sector Accounting Standards - IPSASs) or national standards. 
18 

 

3. Accounting OUS MoD 

Resort MoD, as a set of institutions established under public law is destined to national security. In 

terms of accounting it is necessary to resort MoD interpreted as a partial consolidation unit and 

system, which is made up of different types of entities, i.e. state agencies, subsidized organizations 

and state enterprises. Specifics of these entities can be seen especially in the way of financing their 

activities and to varying degrees based on the state budget. Significant position among them holds 

especially OUS MoD, which is among other things intermediary financial resources as well as for 

other entities MoD CR. 19 

Despite efforts to harmonize all entities is still in this to the government concentrated most of the 

resort property. 20 Therefore, selected areas of accounting analysed precisely in this type of entity. In 

order to achieve effective hedging correct, complete and timely information on the economic 

situation of the state, it was necessary to implement several major changes in the accounting and 

reporting of the state. Among the most important changes include a change in the structure of 

financial statements and significant changes in the accounts of certain accounting transactions 

caused by the application of accrual concept. 
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4. Change the structure of financial statements 

The financial statements are the most important outcome of each accounting entity that it provides 

information on the overall economy. I OUS MoD have, as an entity, obligation to prepare financial 

statements, but since 1. 1. 2010 in the new composition of the statements. The financial statements 

were Decree no. 410/2009 Coll., which implements certain provisions of Act no. 563/1991 Coll., on 

accounting, as amended, for some selected entity, extended of Statement of cash flows (i.e. cash 

flow) and Statement of changes in equity. 

The structure of the financial statements is now as follows: 

• Balance (Balance), 

• Profit and loss, 

• Annex, 

• Cash flow (cash flow), 

• Statement of changes in equity. 

 

5. Conclusion of financial management at CC 

To regulate activities in the conclusion of the financial management of state agencies (OUS), the 

Ministry of Defence in relation to Act no. 218/2000 Coll., On budgetary rules and amending certain 

related acts (budgetary rules) issued a director of Department of Economics (ES) MoD expert 

instruction to closure of financial management and financial management launch next year 

(instruction). This guideline specifies percentages procedures, policies and terms for budgetary 

responsible persons (BRP), leaders of organizational units (OU), director of Financial agency (FA) and 

other entities who enter into the process of closing and the commencement of the financial 

management of funds. 

Instruction covers the whole organizational OUS and OUS MoD Military siding office. Instruction 

covers contributory organizations established MoD, perform the tasks set out herein for these 

subsidized organizations of their founder, in relation to the use of the funds allocated allowance 

organization MoD from the state budget. 

In general, therefore instructs the closure of financial management understood as a guide through 

the steps that need to be filled at different levels of economic management, in order to smooth 

execution of the budget at the end of the financial performance of the year and its completion. The 

means, in relation to the state treasury block for even planned spending from the budget of the year 

at the end of farming and for various players stepped structure of financial management. 

 



6. Jurisdiction of the conclusion of the financial management21 

Director of FA controls the process of completion and commencement of the financial management 

of the year in accordance with the provisions of the Guidelines. Is responsible for the proper and 

timely completion of tasks, whereby: 

• Checks the procedures and meets the deadlines set instruction, 

• Coordinate the activities of accounting departments following the instructions issued by the 

Ministry of finance CR and the Czech National Bank, 

• Action within the implementation of OUS MO: 

o Checks on reserved funds in the Integrated Information System of the Treasury 

(IISST), payment and release unused funds reserved in IISST, 

o Checks on the coincidence of data between FISE and IISST in budget reserves and 

pumping 

o The review of the submitted budget measures affiliated OU and their timely 

implementation of FISU and IISST, 

o Financial checks (FiCh) within the budget administrator (BA) and the chief 

accountant. 

Budget component is responsible for: 

• Proper and timely completion of all tasks in the budget process for compliance with 

procedural arising from professional instruction to implement change management MoD 

budget for the financial year linked to IISST, with deadlines for submission of budget 

measures are set out in this guidance in relation to the closure of the financial management 

of and all must be completed by the middle of December, 

• Monitoring compliance with the various provisions of the order all the actors in its budgetary 

powers. 

Head of organizational unit (Head OU), respectively  

Head of Cost Center (Head CC) is responsible for: 

• Proper and timely completion of all tasks in the process of financing and realization of 

personal expenditure in respect of deadlines under the guidance in connection with the 

conclusion and the beginning of the financial management of the year, 

• Compliance with the principles of efficiency, economy and efficiency in the utilization of 

allocated funds. 

Acquisition department, executive program managers and other stakeholders in the process: 
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• Closure of financial management are required to provide support for BRPs and leaders of OU 

and provide the required cooperation being responsible for the proper and timely 

completion of all tasks set guidelines under its jurisdiction. 

 

7. Procedures and principles of financial management of closure22 

Area budgetary process 

BRP for its budgetary powers under the provisions of the Professional instruction to implement the 

change process is required to submit: 

• The first week of December, a draft decision on the budgetary measures, respectively. 

Decisions about editing extra budgetary: 

o about to move into the reserve SK MO budgetary funds and NNV unused until the 

end of the calendar year, 

o the final adjustments to the limits of funds for their use until the end of the calendar 

year performed at the level of SK MO, 

o on the transfer of unused extra budgetary resources or NNV, 

o on the reimbursement of services provided by contributory organizations Section 

assets MO (SA MO). 

• Another term, in the first no later than the second week of December, the accounting 

department to secure approval of the resolution on the budget measures in final 

adjustments to cash limits their use by the end of the calendar year conducted from the level 

of manager of objectives (MO) Levels 1 to 3, 

• Deadline, which must take place at last time end of the second week of December, the last 

accounting department to secure approval of decision on budgetary measures to final 

adjustments to the limits of funds for their use until the end of the calendar year carried BRP 

Level 4. 

 

The area of financing, securing FIK and reserves in IISST 

Leader of organization unit (OU) shall: 

• In the first week of November to perform daily checks Procedures Performed by blocking a 

reservation of funds and their release in APV UCR98 and in collaboration with budget 

administrator (BA) secure their release in IISST linked to the implementation of FiCh. 
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• In the first week of December to check the status of procurement so that for contracts that 

are no longer in a given year funding has been updated FIK and reservation IISST corresponds 

to the actual drawing. 

• In the second week of December embed electronic image in the appropriate module APV 

UCR98 underlying accounting record (e.g. Invoice) and submit it at the same time providing 

the accounting department to perform the last payment of expenses of the funds, including 

the supply of services. 

• In the middle of December to secure a return not used cash from advances provided to 

employees of treasury accountant. 

• In the third week of the month of December secure check the status of some contracts so 

that FiCh and reserve IISST with the expected drawdown at the end of the year. 

• Conclusion of the third week in APC UCR98 done in collaboration with SR IISST in the final 

release of blocked funds Wallet Public Procurement (module EVZ), contract, order, and 

invoice reserved, pointing to the actual state of exhaustion on the last day of the year and to 

check the release and link to FiCh. 

 

Director of Financial Administration Czech Army submits SK MO: 

• the end of October: 

o an overview of the unsettled cash at the cash accounting department dedicated to 

providing secure air transportation abroad, which were made by the end of 

September, 

o Provided an overview of the status and unsettled advances earmarked for aviation 

transportation abroad, including their budgetary envelope. 

• In mid-November, the first and third week in December provided an overview of the status 

and unsettled advances earmarked for aviation transportation abroad, including their 

financial coverage and term accounts and ensure ongoing accounting of funds to ensure air 

transport abroad in order to eliminate load next year's budget in case of unsettled advances 

granted. 

• the end of November overview of the use of allocated funds to finance foreign operations: 

o Associated with the deployment of a task force (UU) in foreign operations and the 

measures taken to use funds in order to minimize the burden on next year's budget 

not accounted advances that have been granted in a given year, 

o Of the tasks associated with foreign institutions and measures taken to use funds in 

order to minimize the burden on next year's budget not accounted advances that 

have been granted in a given year. 

 



8. Implementation of personal expenses in the ISSP23 

Budget component is required in the second week of December to submit to the Director FA 

implementation of the last decisions on budgetary measures to optimize the limits of funds within 

their own CC, as part of its budgetary competence. 

Leader of CC is obliged to ensure: 

• Adequate coverage of the available funds for payment of cash requirements of employees, 

• Priority payment of cash requirements for persons who in December, ending a work or 

service relationship 

• Personal expenses for implementation: access to the required modules valid certificates and 

electronic signatures for the principal operations, administrative operations and principal 

person responsible for the automatic generation of draft document Extermination entry 

submission requirements for securing the accounting department to carry out the 

administration of financial profiles, valid until the first month of the year at appropriate 

levels ("workplace", "binding component of wages in the workplace"), the implementation of 

relevant administrative profiles with effect until the first month of the following year at the 

appropriate levels, 

• All the duties and tasks arising from the position of successor organizations for interfering 

with CC and with an emphasis on security tasks budgetary components. 

 

The realization of personal expenditure under major deadline applies 

Leader CC is obliged to ensure: 

• In the first half of December FiCh (Financial checks) approval process before incurring 

liabilities and creation of funds available from the budget in a given year to ensure the 

implementation of the main requisites deadline applies for December of that year through 

the document Special Limited promise - Creation availability in December of that year, 

• In the second week of December return all unspent funds available through the document 

appeal LP-PAM. This step is necessary to make a reservation of funds realized major deadline 

applies for November of that year, 

• The fifth day before the end of December submitting primary data for calculating wage 

compensation during illness implemented major deadline in December of that year. Based 

on the submitted materials will be provided by the Director of FA coverage of budgetary 

resources on the item salaries of civil servants and soldiers from the budget of the following 

year, 
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• At the beginning of January next year submission primary data change management in 

personnel expenditures for major accounts in December Billed year, as well as the approval 

process FiCh prior to the commitment and the creation of funds available from the following 

year's budget to ensure the implementation of the main requisites deadline applies for 

December Billed year and submission of final documents for resolving the disparities 

observed after the initial calculations for the main deadline for December Billed year at the 

beginning of the following year, 

• At the turn of the first and second week of January the following year after the approval 

process FiCh a liability in the module EPK, through document Winding record-PAM. 

Furthermore the head of CC obligations in the realization of personal expenditure under partial 

closures 

 

The realization of personal expenses from FCSN 

Leader CC is obliged to ensure: 

• The end of the first week in December last submission of documentation of change 

management for partial closure deadline set at half of the second week of December each 

year to draw FCSN from the individual accounts of employees, 

• The end of the second week of the year control balances of individual accounts of 

employees O completion and results of the inspection, the director of FA 

 

Leader CC is also obliged: 

• In terms of secure execution FiCh prior to the commitment and sufficient available funds for 

related premiums for employer requirements FCSN which will be paid or accounted for 

within the major deadlines salaries for December of that year, 

• To ensure compliance with the deadlines for submission of documentation of change 

management related mainly to the change in classification of the employee to another CC, 

creation, modification, or termination of employment or service relationship, 

• Ensure compliance with procedures for the transfer of funds sub-fund units. 

 

Conclusion 

For the introduction to the topic, we explained the cash and the current system, as well as accrual 

accounting in the public sector and we thought essential information on accounting OSS MoD. In this 

topic, but we mainly describe the current method of termination of financial management at the 

departmental level and NS. We have looked at thus primarily completely exhausted and closing the 

budget of the Ministry of Defence of the Czech Republic and cost center. 
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