


 
MINISTRY OF ECONOMY AND FINANCE 

STATE GENERAL ACCOUNTING DEPARTMENT 

Research Division 

 

 

 

 

 

 

 

Law 196 short note  
 

 

 

 

 

 

 

 

 

 

 

 

 

Rome, February 2010



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



LAW 196 SHORT NOTE 

1 

The main provisions 

Law 196 of 31 December 2009 reforms Italian public 
finances and accounting to adapt the legislative and 
regulatory framework to the needs of public financial 
and budgetary management in the context of Italy’s 
membership of the European Monetary Union, the 
evolution of the economy and the new institutional 
arrangements between central and local 
governments. 

The Law is addressed to all the entities that make up 
the aggregate of general government as defined, 
under the national accounting rules, by Istat. The 
perimeter of Law 468/1978  (now abrogated) is thus 
extended, and a single, consistent normative 
framework is laid down for all the entities forming 
part of general government. 

Unified management of the public finances 

One of the most important provisions of the Law is 
the delegation to the Government to harmonize the 
budget format and accounting systems of general 
government bodies and to institute a single data 
bank for all their budget and operating data. The 
prompt availability of budget data that are readily 
comparable and no longer require complicated 
reconciliation procedures, will also facilitate the 
monitoring and control of the public accounts. 

The new financial planning cycle and the procedures 
for defining its instruments call for broader 
involvement of all levels of government in setting 
budget policies and a more articulate connection 
between these policies and the objectives adopted 
within the EU. In particular, the Law changes the 
deadlines for submission, the contents of the 
individual documents, and the bodies responsible for 
their preparation. Financial and budgetary planning 
is now oriented to the medium term, with effective 
three-year planning of policies, objectives and 
resources and greater attention to the structural 
budget variables. 

The control of the public finances and the quality of 
expenditure 

In order to strengthen the instruments for control of 
the public finances, the Law institutionalizes the 
standing practice of covering the cost of every new 
legislative measure in all three outturns (the State 
budget balance to finance net of borrowing and loan 
reimbursements, the balance on a cash basis, and 
general government net borrowing). This makes the 
Constitutional obligation to cover all new spending 
consistent with the accounting standards and 
parameters adopted at Community level. It also 
makes the safeguard clause introduced by Decree 
Law 194/2002 more stringent and automatic. 

The Law strengthens the mechanisms and the 
instruments for quantitative and qualitative control 
of expenditure. The legislation encourages a stronger 
orientation to measure and evaluate results by 
instituting, for central government departments, a 
plan of spending analysis and evaluation, with the 
formation of special analysis and evaluation units. 

Finally, rules are introduced for better financial 
planning for purposes of efficient debt and liquidity 
management by the Treasury. 

Transparency 

The information content of public financial planning 
documents is improved with the provision for 
breaking revenue and expenditure down by 
subsector, for explanatory notes on the methodology 
for constructing current-programmes projections, for 
annexes on the effectiveness of public finance 
adjustments, and for ongoing monitoring of state-
sector revenue, expenditure and borrowing 
requirement. 

The legislation also enhances the documents, both 
the initial budget and the end-year financial 
statement, with broader informational content and 
flanks them with additional, specific documents to be 
drafted in the course of the year. The improved 
information will enable Parliament to better perform 
its role of establishing guidelines, thanks to better 
knowledge of the actual use of resources in previous 
years and the results attained. 

For the central government budget, the Law 
institutionalizes the classification of spending by 
mission and programme. Programmes are now the 
expenditure item upon which Parliament is called on 
to vote. Management is also directed more 
specifically to the attainment of public policy 
objectives. The realization of each programme is 
entrusted to a single responsible. 

Delegation of powers 

The reform will be completed through the delegation 
of powers to the Government.

1
 These provisions 

concern the harmonization of government budgets, 
the strengthening of systems of control and of 
expenditure analysis and evaluation, the 
rationalization of the procedures for the funding of 
capital expenditure, the completion of the reform of 
the central government budget, and the transition to 
the preparation of the budget on a cash basis only, 
with a suitable trial period. The Law also envisages 
the adoption of an innovative consolidated law on 
central government accounts and treasury 
management. 

The unified management of the public 
finances 

1. The harmonization of general government 
accounting systems 

A fundamental aspect of the reform (Article 2) is 
provision for an enabling act to harmonize the 
accounting systems and budget formats of general 
government bodies. An essential prerequisite for 
unified management of the public finances is that the 
budget data of the various general government 

 

                                                                        

1 For a full list of the mandates, see the appendix. 
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bodies be homogeneous, easily reconcilable, and 
promptly and easily accessible. This presupposes that 
the data are collected and presented in a shared 
format and follow the same accounting standards. 
The enabling act accordingly provides for the 
adoption of uniform accounting rules and a common 
chart of accounting items. 

Accounting systems and formats must be 
reconcilable with those used for the European 
Union’s excessive deficit procedure and consistent 
with the economic and functional classification set 
out in Community regulations (COFOG). This provision 
ensures a more  direct and transparent relation to the 
purposes of expenditure and public policies, 
represented by missions and programmes. 

To reinforce the evaluation of government 
performance in economic terms, financial accounting 
is to be flanked by a system of cost and asset 
accounting and a specially designed set of indicators 
for gauging results. 

The framework of information is completed by the 
introduction of consolidated accounts for general 
government bodies including firms that they own or 
control. For general government entities required to 
follow corporate (civil) accounting procedures, a 
taxonomy must be devised to reclassify the accounts 
for reconciliation with the provisions governing the 
other entities. 

The harmonization of accounting systems and 
formats is also provided, under the same standards 
and guidelines, for regional and local governments. 
Law 42/2009 implementing fiscal federalism, in fact, 
has been amended in its provisions concerning 
budget harmonization in order to ensure consistency 
with the measures of Law 196 bearing on all the other 
general government bodies. For these regional and 
local governments, the procedures are laid down by 
Law 42. 

The reform also institutes a Committee for the 
accounting standards of general government bodies 
other than regional and local governments. The 
Committee’s job will be to draft the legislative 
decrees for harmonization. It will act in coordination 
with the Joint Technical Commission for the 
implementation of fiscal federalism established by 
Law 42/2009, in order to ensure coordination with 
the process of harmonization of local government 
accounts. 

Under the principle of harmonization of the public 
accounts, the Law calls for the institution of a single 
general government data bank (Article 13). This data 
bank will result in easier consolidation and monitoring 
of public finance data, the acquisition of information 
for the implementation of fiscal federalism, and the 
creation of benchmark data for the analysis and 
evaluation of expenditure. Instituted at the Ministry 
for the Economy and Finance, the data bank will 
collect all data on general government bodies’ budget 
projections, outturns and operations, plus any other 
information relevant to the accounting reform and 
fiscal federalism. 

The data for the bank will be acquired by information 
interchange with the other general government 
bodies that are already collecting such data. This will 
simplify and lighten the communication requirements 
now imposed on general government bodies by those 
assigned institutionally to their oversight. Access to 
the data bank will be according to procedures defined 
in special decrees by the Ministry for the Economy 
and Finance. 

2. The economic-financial and budget planning 
cycle and instruments 

The new planning cycle will rationalize the production 
of public finance documents, their content and the 
deadlines for their presentation (for a comparison 
between the documents called for by Law 468/1978 
and those envisaged by the new law, see the 
appendix). 

PLANNING CYCLE AND INSTRUMENTS 

Draft General Statement 

of Account bill
Draft budget adjustment 

bill
(30 June)

Guidelines for Public 
Finance Decision –

Opinion of the Standing 
Conference

(15 July)

Public Finance Decision 
(15 September)

Public finance 
measures:

- draft budget law
- draft Stability law 

(15 October)

Budget Law (31 
December)

Report on the economy 
and public finance

(15 April)

Planning

State Budget

 

2.1 PUBLIC FINANCE DECISION 

The planning cycle begins with the Public Finance 
Decision (PFD), which under Article 10 of the Law 
replaces the old Economic and Financial Planning 
Document. Broadening the existing information 
framework, the PFD will set out, at least for the 
following three years: the economic policy objectives 
and the economic and public finance forecasting 
framework; the current-legislation projections for 
general government non financial account, the 
budget balance on a cash basis and the public debt, 
both total and disaggregated by institutional 
subsector; the planning targets for budget balances 
and debt, both for total general government and for 
its subsectors, both net and gross of interest 
payments and one-off measures, as a percentage of 
GDP. 

The PFD describes the budget measures necessary to 
achieve the objectives for each of the three years 
and indicates any bills accompanying the budget to be 
submitted to Parliament by the end of February. 
Consistent with the public finance objectives and the 
Convergence Pact referred to in Law 42/2009, Article 
18, the Decision sets out the content of the Domestic 
Stability Pact and the sanctions on local governments 
for non-compliance. The reference framework is 
completed by a rough indication of the financial 
resources required to confirm over the planning 
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period the commitments and economic policy and 
budget actions for the main expenditure sectors (on a 
current-legislation basis) plus, for information 
purposes, the expected values of potential GDP and 
of the structural planning indicators of the general 
government non financial account. 

In order to guarantee coordination with all levels of 
government, the drafting of this planning document 
begins on 15 July with the transmission to the 
Standing Conference for the Coordination of the 
Public Finances and to the Senate and the Chamber of 
Deputies of the guidelines for the division of the 
budget objectives. The Conference must give its 
opinion by 10 September, and the draft Public 
Finance Decision is then submitted to Parliament (15 
September) for consequent decision. The old EFPD 
was presented in July. The shift to September permits 
more accurate and stable definition of the forecasting 
framework for the next year’s budget. 

2.2 THE PUBLIC FINANCE LEGISLATION 

Based on the current-programmes projections and 
the objectives set out in the PFD, by 15 October the 
Government presents to Parliament the Stability Bill 
– which replaces the old Finance bill – and the central 
government budget bill. 

The Stability Law 

Pursuant to Article 11 of Law 196, the new Stability 
Law embodies the measures necessary to the 
attainment, for the three reference years, of the 
planning objectives set out in the PFD. The Stability 
Law consists of: 

Text 

• the maximum level of the balance to finance, net 
of borrowing and loan reimbursements, and of 
recourse to the market; 

• changes in tax rates (without prejudice to the 
provisions of Law 42/2009 on local government 
taxes); 

• the total amount allocated for public employment 
contract renewals; 

• legislative corrective measures that entail greater 
than foreseen outlays; 

• other merely quantitative adjustments; 

• any rules necessary to ensure the implementation 
of the Domestic Stability Pact and those to apply 
(possibly in an accompanying measure) the 
Convergence Pact referred to in Article 18 of Law 
42/2009, so as to coordinate the corrective 
measures taken at the end of the year by 
different levels of government. 

Tables 

• Tables A and B: these show the amounts of the 
special funds to cover new legislative measures; 

• Table C: its content is redefined to exclude 
obligatory expenditure (e.g., transfers for the 
ordinary operation of public bodies), which 
continue to be set by the budget law (pursuant to 
Article 52); 

• Table D: comprises the “old” tables D, E, and F for 
capital expenditure. It gives the amounts 
allocated for the financing of laws mandating 
multi-year capital expenditure, showing 
refinancing, reductions and remodulations; 

• Table E: shows reductions in legislative 
authorizations of current expenditure. 

The Stability Law, that is to say, is more streamlined 
in content than the old Finance Law. It excludes 
measures for economic development – which will be 
embodied in special accompanying legislation – as 
well as institutional and organizational provisions, 
even when they result in a significant improvement of 
the balance. And measures under enabling acts and 
those for local or micro-sector measures continue to 
be excluded. 

In Parliament, the Stability Law is accompanied by a 
Technical Note displaying the link between the 
central government budget bill and the general 
government non financial account, the content of the 
public finance measures and their effect on the 
general public financial balance and on the main 
sectors of intervention. It also contains the forecasts 
for the general government non financial account and 
the accounts on a cash basis, supplemented with the 
effects of the public finance measures planned for the 
three-year period. 

2.3 THE STABILITY PROGRAMME UPDATE 

The reform law (Article 9) provides that the 
Government transmit to Parliament and to the 
Standing Conference for the Coordination of the 
Public Finances, at least fifteen days before the 
presentation date agreed with the European Union, 
the draft of the Stability Programme Update. The 
Update comprises the medium-term framework for 
Italian economic policy within the EU, with an 
indication of the guidelines for implementation at the 
national policy level. 

2.4 THE REPORT ON THE ECONOMY AND THE 
PUBLIC FINANCES 

In the month of April the Report on the Economy and 
the Public Finances – which replaces the old 
Combined Report on the Economy and Public 
Finances beginning in 2011 – provides an analysis of 
the performance of the economy, the general 
government non financial account and accounts on a 
cash basis in the previous year and updates the 
macroeconomic and public finance forecasts for the 
planning period (pursuant to Article 12 of Law 196). If 
available, the Report also gives the opinion of the EU 
Council on the Stability Programme Update. 

2.5 PUBLIC FINANCE DECISION UPDATE 

Any changes to budget targets during the year or 
measures to correct significant deviations of actual 
performance from targets must be reported in a 
special Public Finance Decision Update (Law 196, 
Article 10.3). 

The new planning cycle thus brings greater 
involvement of lower government levels in setting 
budget objectives and drafting the planning 



LAW 196 SHORT NOTE 

4 

documents. The linkage between European 
objectives, budget policies and the contribution of the 
various levels of government to their attainment or 
implementation is clearer. There is also a more 
evident orientation towards the medium-term; there 
is provision for setting the planning objectives in 
structural terms, plus the effective three-year 
budgeting procedure. The purpose is to reinforce 
planning and give government bodies greater 
certainty of the resources that will be available. 
Towards this same end, it is provided that the budget 
proposals of central government departments, in the 
framework of the budget drafting process, refer to 
the entire three-year planning period, not just the 
first year as now. 

The central government budget 

Title VI, on the structure of the central government 
budget, institutionalizes the functional classification 
of expenditure by mission and programme 
introduced in 2008. Consistently with the new format 
and for purposes of greater transparency and 
significance of the connection between Parliament’s 
guideline role and the allocational function of the 
budget, the unit of expenditure upon which 
Parliament is called upon to vote is now the 
programme. In order to make administrative units 
more accountable and allow for more effective 
coordination of the activity for programme 
implementation, it is further provided that each 
programme is to be carried out by a single centre of 
administrative accountability. 

Greater importance is now attached to reconciliation 
between the accounting by mission and programme 
and the COFOG functional classification adopted 
internationally. For each programme, the 
corresponding second-level COFOG classification 
(groups) will be given; where such correspondence is 
impossible, the percentage attribution to the various 
groups will be given. 

Budget structure: missions and 
programmes 

(2010 Budget Law) 

Programmes

Missions

Public 
policies

Accountability
centre

Macroaggregate:
basic projection unit
functioning, actions, 
investments

Type of 
expenditure

Administrative 
unit

MINISTRY

N. 34

N. 162

N. 579

N. 120

Items N. 4859
Manager 

responsible for 
programme

Items on which 
Parliament 

votes, post-
reform

Items on which 
Parliament 

votes, pre-
reform

 

The data do not include the budgets of the 
autonomous agencies, which take the form of 
appendices to the State budget. 

 

The increased budget flexibility gained by switching 
the unit for voting from macroaggregate to 
programme is further enhanced by the possibility, 
within the budget law, of remodulation, i.e. offsetting 
expenditures classified as legislative factors or 
adaptation to requirements

2
, within a single 

programme or between programmes within a single 
mission, as long as the overall balance is kept 
unchanged. There remains the ban on downgrading 
expenditure by reallocating resources from capital to 
current spending. 

The information content of the budget is enriched by 
replacing the old preliminary note to the budget 
projections by a supplementary note and the drafting 
of a programme description sheet. The 
supplementary note consists in two expenditure 
sections: the set of objectives correlated with each 
programme and the indicators of results; and the 
content of each programme and the standards for 
making the forecasts. The programme sheet reports 
the laws that fund each programme and indicates the 
corresponding three-year appropriation. The sheet is 
to be updated every six months  to show any 
adjustments during the year to the initial forecasts. 
Another new element is the presentation of the 
budgeted costs of each government department as 
part of the budget projections; until now, these were 
the subject of a separate document

3
.  

The Law maintains the date for the presentation to 
Parliament of the Final Statement of Accounts, 30 
June. This legislation consists in the budget account 
and the general assets and liabilities account. 
Consistent with the budget projections, the Final 
Statement too has a supplementary note for each 
department, setting out results and percentage 
attainment of the objectives of each programme and 
the resources used and giving the reasons for any 
deviation from the budget. The financial results of 
each programme are given and any discrepancy 
between the original forecast and the end results 
highlighted. Further, mirroring the forecasts, a 
Statement of costs sustained is attached to the 
General Statement of Account, showing the income 
and expenditure of each department and reconciling 
those figures with the financial account. 

By comparison with the previous situation, the 
information provided at the end of the budget year 
has been generally broadened, and greater attention 
is now paid to operating results. The aim is to provide 

 

                                                                        

2 “Legislative factors” are defined as expenditures authorized 
by an explicit legislative measure setting the amount (taken 
as a ceiling) and the period for which it is to be entered in 
the budget (Law 196, Article 21.7.a). “Adjustment to 
requirements” is spending not determined by legislation but 
quantified according to the needs of the relevant 
government units (Article 21.7.b). 
3 The spending forecasts are set out according to the items 
of the chart of accounts, distinguished by programme and 
cost centre. The budget gives the forecast expenditure of 
the cost centres for each department or unit and the 
reconciliation table to link these operational forecasts with 
the budget’s financial projections. 
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the information needed to evaluate the performance 
of the central government departments and to draft 
the next budget both in terms of resource allocation 
and in terms of assessment of the adequacy of the 
appropriations to each programme and its objectives. 

Monitoring the public accounts and 
funding coverage 

The Law makes significant innovations in the 
monitoring of the public accounts and in the coverage 
of spending laws. The new provisions strengthen the 
quantitative control procedures on revenue and 
expenditure and help ensure the equilibrium of the 
public finances. 

The public accounts will now be monitored using the 
information from the single data bank (Article 13). 
The monitoring is directed to the consolidation of the 
general government accounts, the evaluation of 
consistency of the performance of the public finance 
variables with the targets, and verification of their 
attainment. The monitoring will also embrace the 
effectiveness of budget measures. 

The Ministry for the Economy and Finance will engage 
in specific activities to strengthen monitoring (Article 
14). In particular, there is provision for checks on the 
administrative and accounting regularity of all general 
government bodies except the regions and the 
autonomous provinces of Trento and Bolzano. In any 
case, for all local governments, there will be checks to 
detect any deviations of the accounts from the 
objectives set. 

As to financial coverage of spending laws, Article 17 
institutionalizes the practice introduced in recent 
years of coverage of the costs entailed by every 
single legislative measure for the budget outturn of 
the public finances. For every measure involving a 
spending increase or a revenue decrease, the 
accompanying technical report must show the effects 
on the public finance projections (net balance to 
finance, borrowing requirement and general 
government net borrowing). And every new law will 
be accompanied by a summary table of its effects on 
those variables. The effects will have to be offset as 
part of the financial coverage specified in the law 
itself. 

There are a series of other provisions for defining the 
financial coverage of new laws: new rules governing 
safeguard clauses to make sure they are effective 
and automatic when the quantification of the cost 
derives from an estimate and not an expenditure 
authorization; closer attention to the structural 
balance, with the ban on using capital revenue to 
cover new or increased current outlays; and coverage 
of the costs of delegated legislation when it was 
impossible to quantify them in the enabling act 
itself. These costs must be covered exclusively via 
other legislation that must go into effect before the 
implementing decrees for the delegated legislation 
are adopted and not, as in the past, as part of those 
decrees. 

 

The completion of the revision of the 
central government budget format and 
the migration to the budget on a cash 
basis 

The rules governing the central government budget 
and its format will change with the implementation of 
two additional enabling acts: one (Article 40) is for 
the completion of the structural reform; the second 
(Article 42) mandates the transition from accounting 
of revenues and expenditures both on an accrual and 
on a cash basis to accounting on a cash basis only. 

The delegation of  power to complete the reform of 
the central government budget, to be carried out 
within two years from the enabling act’s entry into 
force, provides for: 

• revision of the number and structure of missions 
and programmes for closer correlation between 
the units voted on by Parliament and the 
functions performed by government departments 
and agencies. The act must accordingly ensure a 
one-to-one correspondence between programme 
and ministry and assign each programme to a 
single centre of administrative accountability. The 
programmes must be identified in such a way as 
to guarantee consistency in terms of results, i.e. 
the final products or services; 

• revision of the basic units of revenue and 
expenditure. On the revenue side, this means that 
the terms used must allow for a clearer and more 
correct identification of the source. On the 
expenditure side, it means the introduction of  
actions as the basic unit for operations and 
financial statements, in place of the present 
“items”; and the actions are to be flanked by an 
integrated chart of account items. 

• three-year planning of resources and objectives 
(specifying simple, measurable indicators), 
specification of the standards and procedures for 
setting spending ceilings and adoption of three-
year agreements between Ministry for the 
Economy and Finance and the other ministries on 
resources, objectives and calendars for their 
achievement. 

• the system of financial accounts is to be flanked, 
for information purposes, by a cost and asset 
accounting system to verify the results of each 
department or agency. 

The changeover to a cash-basis budget only, within 
three years, will bring significant changes. The 
representation of revenues and expenditures on an 
accrual basis, for informational purposes, will be 
given in a table attached to the cash-basis budget.  
The data on the debtor and creditor positions of the 
State will be recorded, and there will be a system of 
preventive checks of the accounting and 
administrative legitimacy of obligations undertaken 
by the manager responsible, who will have to prepare 
a financial plan taking account of the calendar of 
commitments, on whose basis to order the 
obligations chronologically and make payments. 
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The changeover will involve a period of trials lasting 
two fiscal years to be conducted with selected 
departments in order to assess and perfect 
application procedures and also to permit the 
draining of expenditure arrears. The Ministry for the 
Economy and Finance will submit a report on the 
state of implementation and the results of the trials 
to the relevant parliamentary committees and the 
State Audit Office. 

Finally, Article 50 mandates the Government, within 
four years of the Law’s entry into force, to draft a 
consolidated law on government accounting and 
treasury management, including the revision of 
existing provisions and the abrogation of those not 
compatible with the new regulations. 

Analysis and evaluation of expenditure, 
enhancement of State Accounting 
Office controls 

To strengthen controls on government expenditure, 
improve its quality and make administration more 
efficient, the Law institutionalizes the process of 
analysis and evaluation of central government 
departments’ expenditure (Article 39). This activity, to 
be performed in cooperation between the Ministry 
for the Economy and Finance and the other 
ministries, will be carried out by units assigned 
expressly to this purpose. The aim is to check the 
results of ministerial actions against the public 
finance targets set in the Public Finance Decision and 
to monitor the effectiveness and efficiency of 
operations. 

The expenditure analysis and evaluation units will 
also examine the structure of programmes for 
consistency between the spending authorization and 
the nature of the programmes; they will be able to 
propose the combination and rationalization of laws 
to make the connection with the relevant programme 
more direct and transparent. The Ministry for the 
Economy and Finance is to give the ministries 
methodological support in making the expenditure 
and budget requirement forecasts for the 
programmes and the objectives set out in the 
supplementary note, as well as in determining the 
indicators of results. The activity of these units serve 
also to formulate proposals for the redistribution of 
resources among programmes. 

Based on the evaluation units’ activity, the Ministry’s 
State Accounting Department will produce, every 
three years, a Report on the expenditure of central 
government departments (Article 41), describing the 
composition and evolution of expenditure and the 
results. Further, within a year after the Law’s entry 
into effect, the Government is mandated to enact one 
or more legislative decrees to reinforce expenditure 
analysis and evaluation and reform the system of 
accounting controls (Article 49). 

Finally, the objectives of transparency, efficiency and 
effectiveness of government action are furthered by 
the mandate (Article 30) to the Government to 
rationalize the capital expenditure procedures for 
public works. The delegation of power aims 
specifically to introduce technical and economic 
assessments of projects into the planning process, 
both ex ante and ex post, and to separate the funding 
of the projects from the funding of the works. 
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The planning cycle and instruments 

Public finance documents 

Law 468/1978 Law 196/2009 

Combined report on the economy 
and public finances (28 February) 

Report on the economy and the public 
finances (15 April) 

Final Statement of Accounts* (30 
June) 

Final Statement of Accounts* (30 June) 

Budget adjustment bill* (30 June) Budget adjustment bill* (30 June) 

Economic and Financial Planning 
Document (30 June) 

Public Finance Decision (15 September) 

Forecasting and Planning Report 
(30 September) 

Abolished 

Finance Bill (30 September) Stability Bill (15 October) 

Technical Note 

Budget Bill (30 September) Budget Bill (15 October) 

Accompanying legislation (bills) (15 
November) 

Accompanying legislation (bills) (28 February) 

- Stability Programme Update (European 
calendar) 

- Special planning documents of general 
government bodies other than central 

government 

*These documents are not planning documents as defined in Article 7 but they do form 
part of the budget cycle. 
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Powers delegated under Law 196/2009 on public accounting and finance 

Article/ 

para. 

Mandate to 
Government 

Subject and purpose Principles and guidelines Time to 

implement 

Art. 2.2 Adapt accounting 
systems 

Harmonize accounting systems 
and budget formats of general 
gov’t bodies, except regional and 
local governments 

a) uniform rules and integrated chart of 
account items; b) reclassification of accounts 
of gen’l gov’t entities on civil law accounting 
regime; c) common budget formats by mission 
and programme; d) supplement financial 
accounting with a system of cost and asset 
accounting; e) consolidated accounts of 
general government bodies with firms they 
control; f) system of indicators of results, by 
common methodology 

Within one 
year from 
entry into 
force of Law 

Art. 2.3 Adapt accounting 
systems 

Draft a nomenclature of 
accounting standards and financial 
procedures 

Set out the definitions of accounting standards 
and financial procedures for each sector or 
type of entity with uniform accounting 
regulations 

Within one 
year from 
entry into 
force of Law 

Art 2.6 
(amending 
Law 
42/2009, 
Art. 2) 

Harmonize 
accounting 
systems and 
budget formats 
for regional and 
local 
governments 

Implementation of Art. 119 of the 
Constitution via definition of the 
basic principles for coordination of 
public finances and tax systems 
and definition of equalization 
mechanism, financial autonomy of 
municipalities, provinces, 
metropolitan cities and regions, 
plus harmonization of these 
entities’ accounting systems and 
budget formats 

a) uniform rules and integrated accounting 
plan; b) common budget formats by mission 
and programme; c) consolidate accounts of 
gen’l gov’t bodies with firms they control; d) 
supplement financial accounting with a system 
of cost and asset accounting; e) reconcilability 
of budget formats with those used at 
European level; f) reclassification of accounts 
of gen’l gov’t entities on civil law accounting 
regime; g) system of indicators of results, by 
common methodology; h) set deadline for 
regional and local gov’ts to communicate their 
budget and outturn to central government. 

Within two  
years from 
entry into 
force of Law 
42/2009 

Art. 2.6.c  Implementation of federalism  as 
per Law 42/2009 (Art. 2.6) 

Report on general framework for the funding 
of local governments 

30 June 2010 

Art. 30.8 Rationalization, 
transparency and 
effectiveness of 
expenditure 
procedures for 
capital funding for 
public works 

Rationalization, transparency and 
effectiveness of expenditure 
procedures for capital funding for 
public works 

a) introduction of evaluation during the works 
planning phase; b) drafting by the competent 
ministries of compulsory, standardized 
guidelines for evaluation of investments; c) 
guarantee of evaluators’ independence and 
expertise; d) reinforced, systematic ex-post 
evaluation of the effectiveness and usefulness 
of infrastructural projects; e) separation of 
financing of projects from that of the works, by 
creation of special funds; f) transparent rules 
for information on funding and costs of works; 
g) system of controls on the use of funding 
within the time foreseen. 

Within one 
year from 
entry into 
force of Law 
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Article/ 

para. 

Mandate to 
Government 

Subject and purpose Principles and guidelines Time to 

implement 

Art. 40 Completion of 
revision of central 
government 
budget structure 

Completion of revision of central 
government budget structure, 
with special reference to 
reorganization of expenditure 
programmes and missions and to 
resource planning, to enhance 
certainty, transparency and 
flexibility 

a) revision of missions; b) revision of number 
and structure of programmes to guarantee: 1) 
that where possible each programme belongs 
to just one ministry; 2) that each programme is 
assigned to a single centre of administrative 
accountability; 3) reconciliation of 
programmes with COFOG; c) revision of 
appropriations assigned to programmes and of 
the relevant legislation; d) revision of the basic 
revenue units; e) adoption of actions as the 
basic expenditure unit for operations and 
financial reporting; f) formulation of legislative 
authorizations in terms of funding of a specific 
programme; g) three-year planning of 
resources and objectives; h) introduction of 
standards and procedures for limiting 
remodulable expenditures; i) three-year 
agreements between Ministry for the 
Economy and Finance and other ministries on 
objectives; j) reordering of the rules 
authorizing budget variations during the year; 
k) combination of reserve funds with special 
funds; l) supplementation of financial 
accounting with a system of cost and asset 
accounting; m) revision of Treasury’s summary 
accounts; n) phasing out of special accounting 
regimes; o) making identifiable special 
contributions earmarked for the objectives set 
out in Article 119 of the Constitution. 

Within two 
years from 
entry into 
force of Law 

Art. 42 Transition to 
cash-basis 
accounts only 

Drafting of the yearly budget and 
the other accounting documents 
on a cash basis only, no longer also 
on an accrual basis 

a) supplement the cash-basis accounts with a 
table of accounts on accrual basis; b) reporting 
of the State’s creditor and debtor positions; c) 
reconciliation between budget data and the 
consolidated general government non financial 
account; d) prior controls on the legitimacy of 
commitments entered into by managers; e) 
requirement that managers prepare a financial 
plan taking account of the stages of 
commitments; f) transitional period to allow 
the draining of expenditure arrears; g) 
consideration of results of trials for purposes 
of implementing the mandate; h) ceiling on 
spending commitments made by managers in 
relation to the cash-basis appropriation; i) 
gradual extension of the cash-basis budget and 
accounts to other general government bodies. 

Within three 
years from 
entry into 
force of Law 

Art. 49 Reform and 
reinforcement of 
State Accounting 
Department 
controls and 
programme of 
expenditure 
analysis and 
evaluation 

Reinforcement of expenditure 
analysis and evaluation and of 
action to reform accounting 
controls for administrative and 
accounting legitimacy and 
regularity 

a) Strengthening the structures and control 
and monitoring instruments of the State 
Accounting Department; b) pooling of the data 
banks of the State Accounting Department, 
the independent performance evaluation 
bodies, and the statistics offices of the 
ministries; c) administrative fines for failure of 
responsible managers to communicate data; d) 
gradual extension of the expenditure analysis 
and evaluation programme to other general 
government bodies; e) reordering of prior and 
ex-post controls. 

Within one 
year from 
entry into 
force of Law 
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para. 

Mandate to 
Government 

Subject and purpose Principles and guidelines Time to 

implement 

Art. 50 

 

Adoption of 
consolidated law 
on State 
accounting and 
treasury 

Adoption of consolidated law on 
State accounting and treasury 

a) simplification and rationalization of 
administrative accounting procedures; b) 
reorganization of treasury accounts for 
reconciliation with the State budget 
classification; c) rationalization of rules on 
single treasury; d) adaptation of the public 
accounting rules to the cash-basis-only 
accounts; e) amendment or abrogation of laws 
and regulations incompatible with the new 
law. 

Within three 
years from 
entry into 
force of Law 

 




