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LOCAL GOVERNMENT DEBT CONTROL METHODS 
BY REGIONAL CHAMBERS OF AUDIT

The aim of this paper was to evaluate the system of control over local government debt exercised by the 
Regional Chambers of Audit (RCA) and to present the conclusions and expectations resulting from this 
assessment both generated by the RCA and applicable to the RCA within the scope of conducted debt 
audits. The method applied to assess legal regulations included analysis of legislative documents, i.e. 
primarily the Constitution, the Public Finance Act of 27 August 2009, Act of 7 October 1992 on Regional 
Chambers of Audit and the Regulation of the Minister of Finance of 28 December 2011 on the detailed 
manner of classifying debt titles classi ed as public debt. The analyses contained in this paper cover the 
period from 201 , when the ndividual Debt Ratio de ned in art. 2  of the Public Finance Act came into 
force, until 2018. The presented data and regulations con rm the correct functioning of the extensive 
control system in this respect. Every year, the number of negative assessments of local government debts 
decreases. However, it seems necessary to eliminate negative phenomena, such as: extending debt 
repayment period, use of unlimited types of debt titles and falsi cation of reporting data. The elimination of 
these negative phenomena may be achieved through amendments to the currently binding law regulating 
obtaining funding by local governments.
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1) 
2) 
3) 
4) due liabilities:

 –
decisions,

 – -
lic debtor.

-

The state public debt after consolidation at the end of 2017 amounted to PLN 965.84 

-

-

-
sion of the Constitution of the Republic of Poland and art. 5 sec. 1 of the Act on RCAs 

-
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-

applicable to the RCA within the scope of conducted debt audits. The method applied 

cover the years from 2014 when the Individual Debt Ratio came into force under art. 243 

Legal basis for local government debt

art. 89-94 of the Public Finance Act:
1. -

numerus clauses

previously incurred liabilities related to the issue of securities and taken out loans, 4) 

89 sec.1 of the PFA.
2. The sum of debt liabilities incurred for the purposes mentioned in art. 89 and 90 of 

the PFA.
3. -

payment of loans or redemption of securities when it intends to incur liabilities from 

4. 

5. 
-
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turity date, expressed in PLN, was not determined on the day the transaction was 
concluded - art. 93 of the PFA.

6. 

-
cluded in the provisions of art. 242 and 243 of the PFA. The art. 242 of the PFA sets 

-

-

previous years and free funds only by the amount needed to cover current expenditure 

-
ment, in which LGs could take out loans or issue securities to cover current expenditure 

abovementioned expenditure rule was not completely consistent. Permission to balance 

-

-
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No. 1181, VI term of the Sejm).

-

 –

 – -

securities issued for these purposes,
 –

revenue. 
This rule is expressed in a formula often referred to as the Individual Debt Ratio 

n n-1 n-1 n-1)/Dn-1 n-2 n-2 n-2

n-3 n-3 n-3)/Dn-3)

where:

-
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annual reports. However, these restrictions do not apply to:
 – -

est due or discounts respectively taken out or issued in connection with the imple-

 –

 –

 – redemption of securities, repayment of loan and loan instalments, with interest and 
-

-
nanced by these liabilities.

-
ferred or have been returned after their transfer, LGs cannot issue securities, take out 

of the PFA contain a number of drawbacks. One of the drawbacks of the adopted 

increases the acceptable debt limit. The fact that the calculation of the Individual Debt 

income and current expenditure carries the risk that the estimated values may be dif-

Additionally, the IDR has been criticised for the fact that it is calculated solely on the 
basis of historical data. Furthermore, the entry into force of the IDR forced some LGs 

The scope of debt control by RCA – current status
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basic functions exercised by these authorities, i.e.: supervision, consultation, control-

the control function - carried out by inspectors of the control department and employ-

-

-

-

the provisions of art. 212 sec. 1 subsec. 4 of this Act are included in the total amount of 

-

to in art. 240 a sec. 4 and art. 240b of the PFA.

violation of the law. A special procedure concerns the annulment in whole or in part of 
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-

-
rective action plan and submit this plan to RCA for opinion, within 45 days of receipt 

art. 242-244 of the PFA.

-

242-244.

that supervision exercised as control and the possibility of imperious interference in the 
activities of the supervised authorities is one of the most powerful and effective pillars 

-
ions on the possibility of repayment of a loan or redemption of securities, opinions on 

on corrective action plans.



Local Government Debt Control Methods ...

59

-

opinions results from the provision of art. 246 of the PFA. It should be noted here that, 

obtained from loans and credits. For these reasons, the assessment of the feasibility of 

from these sources, plays an important role. One should also mention opinions on the 
-

sec. 4 of the PFA.
The abovementioned opinions are issued by three-person adjudication panels, ap-

-

Table 1. Number and type of opinions regarding local government debt issued by adjudicating bodies 
of RCAs in years 2014 – 2017

Opinions regarding Total number of opinions Negative opinions
2014 2015 2016 2017 2014 2015 2016 2017

the ability to repay a loan, a loan or buy 
back securities 4 057 2 925 2 186 3 452 7 13 11 10

3 017 2 987 2 971 2 978 55 33 26 21
 1 410 1 463 2 001 2 363 25 7 19 11

 1 947 1 689 1 762 2 367 4 3 3 4

draft Multiannual Financial Forcast 3 014 2 983 2 970 2 968 72 45 33 25
the accuracy of the planned amount of debt 2 866 2 903 2 894 2 842 13 24 15 4
corrective action plan 26 23 18 6 6 5 4 1
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Weaknesses in the control and supervision system exercised by the 
RCA over local government debt

may still turn out to be ineffective because it relies solely on documents presented by 

whether the documentation is consistent with the actual state of affairs. Unfortunately, 

-

corrective action plan and ultimately may be placed into receivership.

also perform problem-related, ad-hoc audits and check the implementation of post-audit 

author of the article - expected effects, but does not completely eliminate the risk of 

-
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Expected changes in the local government debt control system

to include in the calculation of IDR all debt titles which are not loans or redemption of 
-

of the future LGs with unlimited debt.
Secondly, the period for which a debt can be incurred should be limited. Lack of 

reports.
-

Summary

-
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It seems that the introduction of minor adjustments in the system of control over local 

period for which debt may be incurred, as well as the introduction of new methods of 
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