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Draft
Law of Ukrraine 

On Introduction of Amendments into the Law of Ukraine “On the State Supervision and Inspection Service in Ukraine” and some other legal acts of Ukraine

Supreme Rada of Ukraine resolves:

І. To introduce amendments into such legislative acts of Ukraine:

1. To introduce amendments into the law of Ukraine “On the State Supervision and Inspection Service of Ukraine” (State paper Vedomosti of  Supreme Rada of Ukraine, 1993, # 13, article 110 with subsequent modifications), shall be amended as follows:

The Law of Ukraine
On the Main Principles of Providing State Financial Control in Ukraine
Article 1. The State Financial Inspection in Ukraine
1. State financial control is provided by the central executive authority with a special status, authorized to implement public policy in the sphere of state financial control. The functions of the central executive authority with a special status authorized to implement public policy in the sphere of state financial control are performed by the State Financial Inspection of Ukraine the activity of which is directed and coordinated by the Cabinet of Ministers of Ukraine via Prime Minister of Ukraine.
2. The Central executive authority with a special status authorized to implement public policy in the sphere of the state financial control does so via its territorial bodies (further- the state financial inspection).

3.The State Financial Inspection is guided by the Constitution of Ukraine, this law, other legislative acts, the acts of the President of Ukraine and Cabinet of Ministers of Ukraine in its activity.

4. The expenditures for the upkeep of the State Financial Inspection are covered by the state budget.

Article 2. The main objectives of the State Financial Inspection  

1. The main objective of the State Financial Inspection of Ukraine is to provide state financial control over:

1) usage and preservation of state financial resources, capital and other assets, assets borrowed with Government Guarantees, proper identification of budget needs and taking obligations, efficient use of funds and property, situation and consistency of accounting and financial reporting in ministries and other executive authorities, state funds, compulsory social insurance funds, budget institutions, economic public and municipal entities, and legal persons that are funded (were funded  in the period that is examined) from the budgets of all the levels, state funds and compulsory social insurance funds or use (used during the examined period) public or municipal property (further-subordinate entity);

2) situation with subordinate entities and completeness of implementation of functions and assignments imposed on them according to legislation; 

3) compliance with legislation at all the stages of budget process specific to public and local budgets;

4) compliance with legislation on public procurement.

2. The state financial control is provided by the State Financial Inspection via inspection and financial investigation.

The order of conducting inspection and financial investigation by the State Financial Inspection is established by the Cabinet of Ministers of Ukraine.

3. Civil servants of the State Financial Inspection perform the functions of the state controllers on providing control at all the stages of financial economic activity at the enterprises, institutions and organizations according to the list and according to order established by the Cabinet of Ministers of Ukraine.
Article 3. Inspection
1. Inspection is provided by the body of the State Financial Inspection in the form of inspection and examination of the documents and actual check of certain complex or separate issues of financial economic activity of subordinate entity or the entity that does not refer by law to subordinate entities takes place.

The inspection should provide:

Examination of lawful and efficient use of funds and property, other assets of the state (territorial community assets), subordinate entity or other economic entity which is controlled; 

Analysis of actual situation concerning internal control system functioning;

Assessment of decisions by the executives of subordinate entity concerning the issues of financial economic activity;

Detection of facts of violation of legislation including in the sphere of public procurement, identification of those who committed them;

Review of subordinate entity functions implementation and assignments imposed according to the legislation, preparation of proposals concerning optimization of subordinate entity activity, practicality of its reorganization (liquidation).

2. The results of inspection are presented in the act. 

Article 4. Financial investigation
1. Financial investigation is a complex of measures on reviewing specific facts of legislation violation on issues of financial resources management with the aim of defining circumstances and reasons for such violation, identification of those who committed them. 

In the framework of financial investigation the inspections can be conducted, counter inspection of all the legal persons not depending on type of property, and physical persons-entrepreneurs; inquiry of physical persons, collection and analysis  of information; experts and specialists from various spheres of activity are invited; other measures implemented concerning the materials of investigation. 

2. The results of financial investigation are presented in the act.

Article 5. Counter inspection
1. During inspection and financial investigation counter inspection of legal persons and physical persons-entrepreneurs can be conducted by the State Financial Inspection. Counter inspection is not an independent measure of state financial control.
Counter inspections are conducted with the goal of documentary and actual evidence of the type, volume and quality of operations and settlements to investigate their reality and completeness of being recorded by subordinate entity or economic entity that does not refer to subordinate entity by this law, concerning whose activity state financial control is provided (further – entity under inspection).

 2. Counter inspection is conducted in case there is a need to conduct it on the basis of order the form of which is defined by the Cabinet of Ministers of Ukraine.
Article 6. The main functions of the State Financial Inspection
1. The State Financial Inspection:

1) conducts inspections and financial investigation;

2) provides control over: 

Implementation of the function of state property object management; 

Intended use of state and local budgets; 

Intended use and timely reimbursement of credits (loans), received under government (local) guarantee; 

Budget reporting, budget program passports and reports on their execution (in case special purpose program is used in the budget process), budget estimates and other documents used in the process of budget execution; 

Situation with internal control and internal audit in the order established by legislation; 

Liquidation of detected weaknesses and violations;

3) provides control over activity of economic entities not depending on type of property, that do not refer to subordinate entities, according to the decision of the court adopted on a basis of mediation of investigator, prosecutor to provide investigation in the course of criminal proceeding; 

4) develops proposals on elimination of detected deficiencies and violations, their prevention in future;

5) in established order takes measures on elimination of violation of legislation detected during state financial control bringing to responsibility violators;

6) exercises other authorities defined by legislation.

Article 7. The rights of State Financial Inspection 

1. The State Financial Inspection has a right: 

1) To examine financial, accounting, primary documents, budget estimates, other documents confirming income and expenditure of funds and material values, documents on procedure of public procurement and other documents on issues of inspected entity activity during the state financial control;

2) During the state financial control to examine real availability of values (funds, securities, raw material, ready products, equipment and so on), properly defined needs for funds and commitments taken;

3) During the state financial control to have free access to warehouses, storage, industrial and other premises belonging to inspected entity; 

4) to attract qualified specialists from executive bodies, state funds, enterprises, institutions and organizations on a contractual basis to conduct control volume of construction, building, repair and other works, test run of raw material and materials in production, control tests of raw material, materials and ready products, other checks; 

5) to require from inspected entities executives to conduct stocktaking, in case of refusal to apply to court in relation to inducement to conduct such stocktaking and before the court ruling – in the presence of attesting witnesses and inspected entity representatives to seal billing office, warehouses and archives. The procedure of sealing billing offices, warehouses and archives by the State Financial Inspection is determined by the Cabinet of Ministers of Ukraine;

6) to get information, documents and materials  from public bodies, local authorities, legal persons of all types of property, physical persons-entrepreneurs  needed to implement the imposed assignments;

7) to get the necessary information, copies of documents, banks operations information and balance on the accounts of inspected entity from National Bank of Ukraine and its entities, banks and other financial institutions. Information which is   bank secrecy is received according to the procedure established by the law of Ukraine “On banks and banks activity”;

8) to seize copies of documents that prove violation of legislation from the inspected entity;

9) to seize originals of the documents from the inspected entity that prove violation of legislation drawing up inventory signed by the official of the State Financial Inspection and chief executive of inspected entity and making copies of such documents for inspected entity;

10) to conduct counter inspections;

11) to demand from executives and other representatives of inspected entity to implement the compulsory requirements to eliminate detected violation of legislation; 

12) to get from officers and materially responsible persons of inspected entity written explanation on issues arising in the process of state financial control;

13) when detecting losses caused to the state (territorial community) or inspected entity to define their extent according to a procedure established by legislation;

14) to cancel operations at the bank accounts in case of opposing to conduct state financial control; to suspend budget allocations in the limits of their authority, to cancel operations with budget funds according to procedure established by legislation, and also to apply and initiate other measures of influence according to law in case of detection of violation of legislation;

15) to raise a question to the executives of state authorities, local authorities, enterprises, institutions and entities about bringing to responsibility those persons responsible for committed violations;

16) to impose administrative reprimand in cases envisaged by legislative acts on executives and other officers of inspected entities;

17) to raise a question of elimination of budget funding and crediting to corresponding bodies if the funds and loans received by enterprises, institutions and entities are used with violation of existing legislation;
18) to give proposals as for optimization of subordinate entities activity practicality of their reorganization (liquidation);
19) to apply to the court in the interest of the state if subordinate entity did not implement requirements as for elimination of violation of legislation in the course of state financial control;

20) to apply to the court with claims for charging funds to public revenue, which were received and used with violation of legislation, concealed and lowered payments, debt (and accrued fines established according to the procedure) to the budget, compulsory social insurance funds and state funds;

21) to apply to the court with claims to reimburse (payback) extra funds paid by subordinate entity or received without legal grounds or funds, which have not been received by budget or subordinate entities, by legal persons or physical persons-entrepreneurs;

22) to apply to the court with claims for cancellation of agreements and charging funds (property), received (spent) according to these agreements, into the state revenue.

Article 8. Particularities of conducting inspections
 1. Conducting inspection of subordinate entity activity is possible on the basis of the following:

1) inspection is envisaged by the plan of supervision and inspection work of the State Financial Inspection;

2) the need to conduct inspection in the framework of financial investigation;

3) assignment by the President of Ukraine, Cabinet of Ministers of Ukraine, Prime Minister of Ukraine, Vice-Prime Minister of Ukraine, Cabinet of Ministers Secretariat, application of law enforcement bodies or subordinate entity;

4) presence of information about possible violation of legislation in the State Financial Inspection, in particular provided by legal or physical persons;
5) subordinate entity lodged a complaint, according to a procedure, about violation of legislation by civil servants of the State Financial Inspection during inspection, where there is a demand about full or partial cancellation of results of such inspection.

The procedure of planning supervision and inspection work by the State Financial Inspection is established by the Cabinet of Ministers of Ukraine.  

The inspection of legal and physical persons-entrepreneurs activity who do not refer to subordinate entities by this Law is conducted by State Financial Inspection according to the decision of court adopted on the basis of investigator, prosecutor motion to provide investigation during criminal proceeding.

2. Duration of inspection is defined by the executive of the State Financial Inspection or his deputy taking into consideration the number of issues that should be checked during the inspection. 

Extension of inspection is approved by decision of executive of the State Financial Inspection or his deputy.
3. Civil servants of the State Financial Inspection have a right to start inspection, when there are grounds to conduct it, defined by this Law and on condition of providing inspected entities to civil servants:

1) assignment according to a form established by the Cabinet of Ministers of Ukraine;

2) copies of court decisions on permission to conduct inspection (for legal and physical persons-entrepreneurs activity who do not refer to subordinate entities by this Law).

Failure to provide these documents to the officers of inspected entity or their presentation with violation of requirements set by this part of the article of Law is the ground not to allow civil servants of the State Financial Inspection to conduct inspection.

Article 9. Obligations and responsibility of civil servants of the State Financial Inspection 
1. Civil servants of the State Financial Inspection are obliged strictly to follow Constitution of Ukraine, the laws of Ukraine, the rights and interests of citizens, enterprises, institutions and entities that are protected by law. 

The civil servants of the State Financial Inspection are brought to justice according to legislation if they don’t perform their obligations or perform them unduly. 

2. Civil servants of the State Financial Inspection should follow the procedure of working with confidential information with limited access. 
Article 10. Investigation of appeal against action of civil servants of the State Financial Inspection 
 1. Actions or inaction of civil servants of the State Financial Inspection can be appealed in court or by administrative procedure.

2. The State Financial Inspection considers appeals to actions or inaction of their civil servants in administrative procedure not later than one month after they were received.
3. Filing of complaints in administrative procedure does not suspend the activity of civil servants of the State Financial Inspection.
Article 11. Interaction of the State Financial Inspection with other public authorities, local authorities, enterprises, institutions and entities 

1. The State Financial Inspection coordinates its activity with executive authorities, local authorities, financial bodies, state taxation service, other controlling authorities, the bodies of prosecution, internal affairs, security service.
2. The staff of law enforcement bodies should assist civil servants of the State Financial Inspection to implement their obligations.
In case civil servants of the State Financial Inspection are not allowed to conduct state financial control, refused to be given documents to conduct state financial control other unlawful action, police on request of these persons should immediately take corresponding measures to stop such resistance, to provide the possibility of conducting state financial control, to protect civil servants of the State Financial Inspection, documents and materials being examined and also to take measures to bring the guilty to responsibility established by law.
3. The State Financial Inspection informs executives of inspected entity about detected violation of legislation, and if needed, other public authorities, local authorities, enterprises, institutions and entities.
4. In case of conducting state financial control on the basis of law enforcement bodies appeal the materials on results of conducting state financial control are transferred to law enforcement bodies and prosecution bodies. 

If violation of legislation is detected according to the results of state financial control, for which criminal responsibility is not envisaged or which do not contain features of corruption, the State Financial Inspection informs the prosecution body about such violations in written form. 
5. Law enforcement bodies inform the State Financial Inspection about the results of examination of materials on the results of conducting state financial control sent to them.

Article 12. Legal state of civil servants of the State Financial Inspection 
1. Civil servants of the State Financial Inspection are representatives of executive authority. 

2. The lawful requirements of civil servants of the State Financial Inspection are compulsory for implementation by the staff of inspected entity.

3. Civil servant of the State Financial Inspection implements assignments of his executives and is guided by existing legislation, when implementing his duties. Nobody else, except cases envisaged by legislation, has a right to interfere into activity of civil servants of the State Financial Inspection. 

4. Interference into activity of civil servant of the State Financial Inspection, including not allowing him to conduct state financial control, not providing necessary documents for examination, creation of other circumstances that make it impossible to conduct state financial control (including counter inspection), brings responsibility established by law.

Article 13. Legal defense of civil servants of the State Financial Inspection 
1. Civil servant of the State Financial Inspection is protected by law, when performing his duties. 

2. The state guarantees protection of life, health, honor, dignity and property of civil servant of the State Financial Inspection and his family against unlawful actions. 

3. Dismissal of civil servant of the State Financial Inspection from office because of committing criminal offence in the course of performing duties is allowed only after delivery of guilty verdict by the court, which came into force. 
Article 14. State insurance and compensation for harm in case of death or injury of civil servant of the State Financial Inspection 
1. In case of death of civil servant of the State Financial Inspection when performing his duties his family or dependents are paid lump sum assistance in the amount of ten year monetary pay of diseased according to his last occupation at the expense of state budget collecting this amount from those who are guilty. 

2. In case of injuries to civil servant of the State Financial Inspection when performing his duties, which will be the obstacle for him to perform professional activity in future he is paid lump sum assistance in the amount of five year monetary pay according to his last occupation at the expense of state budget collecting this amount from those who are guilty, and disability pension is appointed according to the established procedure. 

3. In case of injuries to civil servant of the State Financial Inspection when performing his duties, which will not be the obstacle for him to perform professional activity in future he is paid lump sum assistance in the amount of one year monetary pay according to his last occupation at the expense of state budget collecting this amount from those who are guilty.
4. Losses to property of civil servant of the State Financial Inspection or his family when performing his duties are compensated to the full degree at the expense of state budget collecting this amount from those who are guilty. 

5. Annual monetary pay of civil servant of the State Financial Inspection, which is taken for accrual of the amount of lump sum assistance includes all types of monetary payments, which the civil servant of the State Financial Inspection received during a year of his work in the State Financial Inspection, one year before his death or injury. 

6. The amounts of lump sum assistance and reimbursement of property losses are taxed according to the Tax Code of Ukraine.
7. All the civil servants of the State Financial Inspection should have compulsory public insurance at the expense of state budget in case of death for the amount of ten year monetary pay according to the last occupation, and in case of injury, contusion, disease or disability caused by performing duties  in the amount of six months to five year monetary pay according to the last occupation, depending on the level of losing capacity for work. 

8. The order and conditions of insurance of civil servant of the State Financial Inspection are established by the Cabinet of Ministers of Ukraine.

2. In part four, article 363 of Economic Code of Ukraine (Vedomosti of Supreme Rada of Ukraine, 2003, #18 #19-20 #21-22, Art. 144; 2006, #14, Art. 117) to exclude words “and by the bodies of state supervision and inspection service”.
3. In clause 348.2 of Article 348 of Tax Code of Ukraine (Vedomosti of Supreme Rada of Ukraine, 2011, #13-17, Art. 112) to add the following:

“Tax police interacts with executive authorities, prosecution office, internal affairs, security service and other controlling authorities. Tax police provides information on the results of conducted state financial control to the State Financial Inspection and prosecution office.”

4. In part one of the Article 10 of the Law of Ukraine “On Police” (Vedomosti of Supreme Rada of Ukraine, 1991, #4, Art. 20) to add a new clause after clause 31:

“311) to provide information on the results of examination of materials on the results of conducted state financial control to the State Financial Inspection and prosecution office.”

5. In Article 10 of the Law of Ukraine “On Prosecution Office” (Vedomosti of Supreme Rada of Ukraine, 1991, #53, Art. 793) to add after the second part the following:

“Prosecution office provides information on the results of examination of materials on the results of conducted state financial control to the State Financial Inspection.”

6. In Article 24 of the Law of Ukraine “On Security Service of Ukraine”  (Vedomosti of Supreme Rada of Ukraine, 1992, #27, Art. 382) to add a new clause after the clause 17 with the following content:

“18) to provide information on the results of examination of materials on the results of conducted state financial control to the State Financial Inspection.”
7. In the Law of Ukraine “On managing state property objects” (Vedomosti of Supreme Rada of Ukraine, 2006, #46, Art. 456; 2012, #28, Art. 1033):

To exclude subclause “к” of clause 18 of part two of Article 5;

To present clause 8 of part one of Article 6 as follows:

“8) provide conducting inspection of financial economic activity of enterprise and economic entity according to procedure established by law in case of replacement of executive of public enterprise and economic entity”;

To exclude part seven of Article 16.
8. In part four of Article 21 of Law of Ukraine “On the Cabinet of Ministers of Ukraine” (Vedomosti of Supreme Rada of Ukraine, 2011, #9, Art. 58):

1) to add in the first sentence after the word “ministers” the words “beside cases envisaged by law”;

2) to add in the second sentence after the word “bodies” the words “beside cases envisaged by law”.

9. In Article 24 of the Law of Ukraine “On central executive authorities” (Vedomosti of Supreme Rada of Ukraine, 2011, #38, Art. 385):

1) to add the name of the article clause one part one, part three and four after the words “broadcasting of Ukraine” the words “State Financial Inspection of Ukraine”;

2) to add in extract two part two after the words “broadcasting of Ukraine” the words “Chief executive and deputies of the State Financial Inspection of Ukraine”.

ІІ. This Law comes into force from the day of its publishing.
