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Executive Summary 
 
This report sets out the findings of a review of the procurement procedures 
applied and the asset management arrangements in place of the Office of the 
President of Kosovo in the period 1 January to 30 September 2005.  
 
The overall conclusions of our audit of the procurement practices currently in 
use in the Office of the President are that: 
 

• There are cases of non-compliance with the relevant legal and regulatory 
requirements, in particular those specified in the current Law on Public 
Procurement (2003/17) and the Law on Public Financial Management and 
Accountability (2003/2). 

  

• Detailed testing of 13 procurement transactions has identified a wide 
range of irregularities in tendering and in payments made. They included 
the failure to apply the prescribed procurement procedure in the relevant 
regulations, initiating procurement activities without prior justification of 
needs and commitment of funds, also payments made without signed 
contract, price of the contract, invoice and purchase order available. 

 
 
The overall conclusions of our audit of asset management arrangements are that 
the Office of the President of Kosovo does not have effective procedures in place 
to: 
 

• Record the assets purchased on its behalf and protect them from 
misappropriation; 

 

• Protect its assets from inappropriate or improper use. 
 
 
The weaknesses summarized above: 
 

• Lead to the risk of significant financial loss and 
 

• Undermine the credibility of the financial statements produced by the 
Office of the President of Kosovo.  
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1. Audit Objectives 
 
The objectives of this audit were for the period audited, 1 January -30 September 
2005, to: 
 

• Review the procurement procedures applied; and 
 

• Assess the asset management arrangements in place. 
 
 
Specifically, the audit objective was to establish whether: 
 

• The procurement procedures complied with the Law on Public 
Procurement (LPP) 2003/17 in force after 09.06.2004. 

 

• The asset management arrangements in place were effective and 
complied with Administrative Instruction (AI) 2003/1.   

 
 

2. Internal control environment 
  
There is no act of establishment approved by the entity. The entity has not 
approved any internal regulation regarding segregation of duties. It does not 
possess any regulation or administrative instruction for the use of vehicles, 
inventory, and consumption of fuels or regarding job description. 
 
There is no Internal Audit Unit established in the entity.   
 
 
Conclusion  
There is a limited potential to achieve a acceptable level of internal control if 
there are no guidelines how to perform the different activities of the office etc 
issued and implemented. There is no internal audit established, or performed, 
that can review and evaluate procedures and processes to identify weaknesses. 
 
Recommendation 
The auditors recommend the entity to form an Internal Audit Unit, or to have 
internal audit performed in another way, as soon as possible in order to assess 
the functioning of the systems for internal control. It is the opinion of the 
auditors that this is urgently needed to help the management in their work to 
identify the weaknesses in the existing system and develop a functioning 
system of internal controls. 
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3. Procurement Procedures 
 
The procurement expenditure incurred by the Office of the President of Kosovo 
in the nine months (01.01 - 30.09.2005) was 3,613,630 € divided on 51 transactions.  
 
The auditors has chosen a sample of 13 transactions which covers 3,003,423 € of 
spending (83%). 
  
The issues identified during the course of our audit of procurement procedures 
have been divided into two categories. These are: 
 

• General administrative issues; and 
 

• Issues related to specific contracts. 
 
 
3.1 Procurement Procedures – General Administrative Issues 
 
Compliance with Article 7.2 of the Law on Public Procurement 2003/17 
 
Article 7.2 requires that a procurement plan is prepared and submitted to the 
Public Procurement Authority sixty days prior to the start of the financial year. 
 
This was not done. 
 
Conclusion 
The requirements of Article 7.2 of the Law on Public Procurement were not 
observed in practice. 
 
Recommendation  
The auditors recommend the management to prepare preliminary annual 
procurement plans for goods, services and works in accordance with the 
regulations in force. This way the procurement process would be more 
effective and simultaneously more qualitative management of public money. 
 

 
3.2 Issues Related to specific contracts 
 
Compliance with the Law on Public Procurement regarding specific steps in the 
procurement process. 
 
The samples taken for review are presented in the table below. The items have 
been examined on basis of different important activities/objectives to achieve in 
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the procurement process.  The result of our assessment is given in the columns. 
Each column indicates one specific test, listed below. For each column, is 
indicated with a sign whether the activity/objective is in compliance with the 
provisions of the LPP or not.  A“+” indicates that the regulations in force as per 
our opinion were followed and the objective achieved, while the sign “-“ 
indicates that a violation is occurred (the objective is not achieved). A “N/A” 
indicates that the test is not applicable. 
   

Activities/objective  
 

a. Funds are committed before the initiation of the procurement process. 
In order to ensure that funds are available for the purchase a commitment 
shall be done prior to the procurement process starts. This objective is 
not achieved. 

 
b. The correct procurement method is applied. To ensure effectiveness and 

avoid misuse shall the correct procurement methods be applied. This 
objective is not fully achieved. 

 
c. The PPA has been notified regarding purchases >100,000 €. To make it 

possible for the PPA, as a quality control, to review or have a second 
opinion on procurements in large amounts the PPA must be informed of 
large procurements by the purchasing entity. This objective is not 
achieved. 

 
d. The PPA has approved the use of negotiated procedures without 

announcement  (regarding direct purchasing method) before the 
procurement process started. In cases of emergency or for other reasons 
the purchasing entity want to use another than ordinary method the PPA 
has to approve this approach. This objective is not achieved. 

 
e. The advertisement through public media of the purchase is done 

properly. Advertising is a way to ensure a transparent process. The tender 
should be published on different media with the goal to ensure that 
sufficient numbers of potential bidders are made aware of the tender. This 
is to ensure competition, equal treatment and nondiscrimination of 
bidders. These goals are identified and set by the law to limit the risks of 
misuse of the KCB. This objective is not fully achieved. 

 
f. The purchase order is signed and available in the files. In order to show 

a transparent process and to provide an audit trail it’s necessary to follow 
the procedure regarding the purchase order and to file it properly. This 
objective is not achieved. 
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g. The Commitment Payment Order (CPO) supporting the purchase is 

properly filed.  In order to show a transparent process and to provide an 
audit trail it’s necessary to follow the procedure regarding the CPO and to 
file it properly. This objective is not fully achieved. 

 
h. A Committee for the opening and evaluation of the bids shall be 

established for all competitive and tendering purchases and their 
reports are filed properly. The work of this committee is a very important 
activity in the procurement process. It is to ensure transparency and equal 
treatment. The reports are vital as evidences that the procurement has 
been performed in a correct way.  Without reports are there no way to 
find out if all bids were received and part of the evaluation. It is not 
possible to control that the most favorable bid has been awarded the 
contract. This objective is not achieved. 

 
i. The payment is based on a received invoice and supporting documents. 

The invoice specifies the purchased goods in price and quantity and 
makes it possible to assess if the prices etc in the invoice are the same as 
agreed in the contract. The invoice must be supported by a receiving 
report or identical document. To ensure that the agreed and correct 
amount is paid no payments should be done without an invoice. This 
objective is not fully achieved. 

 
j. The prices and other specifics are settled in the contract. To avoid 

unclearness and disputes afterwards the contracts must be very clear in 
defining the work/services to be done, to which quality, quantity, price 
and within which timeframes. Unclear provisions in the contracts risks to 
have a negative impact on the KCB. This objective is not fully achieved. 

 
k. The contract is signed before the works or goods are carried 

out/received. To ensure that the procedures are done in compliance with 
the law and in logic way the contract must be agreed on and signed before 
the works/services is started. This is also to avoid that changes in the 
contract is done based on the outcome of the works/services performed. 
This objective is not fully achieved 

 
l. The bidder with lowest price has been awarded the contract. If there are 

no specific circumstances the bid with the lowest price should be 
awarded. The specific reason shall be documented in a report. This is to 
ensure that the right bidder is awarded and to avoid misuse, which has a 
negative impact on the KCB. This objective is not fully achieved 
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No. No of 

procure-
ment file 

Date The 
objective of 
procurement 

Amount a b c d e f g h i j k l 

1 ZPK-POK 
27-R-2005 

12.05.2005 Design  of 
Kosovo 
President 
Residency 

1,804,010.00 - + - N/A + - - + + + + + 

2 POK-03-
2004-3 

23.02.2005 Purchase of 
official 
vehicles  

   497,282.14 - + - N/A - + + - - + + + 

3 ZPK -183 06.05.2005 Imposition 
of Customs 
duties for 
vehicles 

   398,167.52 - + - N/A - + + N/A - - - + 

4 ZPK/0504
/2005 

05.04.2005 Travel 
Services  

   131,501.29 - - - + - + + N/A - - + + 

5 ZPK - 141 25.02.2005 Consultative 
Services  

     72,980.00 - - N/A - - + + - + + + + 

6 ZPK/P/00
2/05 

15.03.2005 Vehicle 
insurance  

43,509.57 - - N/A - + + + + + - + - 

7 ZPK/0504
/2005 

05.04.2005 Hotel 
Services  

     13,575.00 - + N/A + - + + - + + - + 

8 ZPK/021/
2004 

05.02.2005 Generator       9,775.00 - + N/A N/A - + + + + + + + 

9 ZPK/003R
/2005 

22.07.2005 Travel 
Services  

       9,500.00 - + N/A + + - - + + + + + 

10 ZPK/0605
/2005 

06.05.2005 Photocopy 
machine  

    7,978.70 - - N/A - - + + + + - - + 

11 ZPK/OPK
/2005 

15.02.2005 Generator        7,475.00 - - N/A - - + _ + + + + + 

12 ZPK/069/
2005 

19.04.2005 Maintenance 
Services 

6,547.05 - - N/A - - + + - + + + + 

13 ZPK-202 
 

19.05.2005 Beverages 
for OPK 

       1,122.50 - + N/A N/A - + + - + + + + 

            
TOTAL:                                                                

  3,003,423.77             

 
 

Conclusion 
 
The number of deviations from the provisions of the Law on Public Procurement 
indicates that the management of the Office does not have sufficient control over 
the procurement process. The system of internal controls doesn’t work sufficient 
enough to avoid deviations from the provisions of the law. A functioning system 
of internal controls supports the management in their effort to safeguard the 
KCB. 
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Recommendation  
 
The auditors recommend the management of the office to establish a system of 
internal controls that ensures the procurement procedures to be carried out in 
compliance with the provisions of the law on Public Procurement.  
 
A part of the internal control is to ensure that staffs involved are 
knowledgeable about how to carry out different activities within the 
procurement process. The management can, to increase this knowledge, train 
the staff and/or issue and implement detailed guidelines how to act. The 
management should also arrange for random internal checks of performed 
purchases in order to ensure themselves that all procedures are carried out in 
an intended way. An internal audit function is usually used for this purpose.  
 
We also recommend the management to pay high attention to the 
documentation and filing of the purchases and to take prompt actions to 
improve its quality. A proper documentation of the performed purchases is the 
base for transparency in the process, which prevents the risk of fraudulent 
behavior and misuse of funds. It also makes it possible for the management to 
check that the procedures are carried out properly. The management should 
pay attention to if documents are missing in the files, this can indicate that the 
process has not been carried out in a proper way. 
 
 
 

4. Asset Management Arrangements 
 
 
4.1 Asset Register 
 
 

The President’s Office does not have a definitive statement of the assets 
purchased on its behalf, nor does it exercise effective control over those assets. 
Specifically: 
 

• The Officer of logistics maintains an asset register. The register is not 
complete.  According to our opinion the register should contain basic 
information as date for receiving the assets, name of supplier, 
specification, value and place for it storage. The Ministry of Finance issued 
an administrative instruction (Administrative Instruction 11/2005) 
regarding asset management in 2005. Even if there are no specific 
instructions how to keep asset registers issued prior this instruction it is 
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the responsibility of each budget-spending unit to perform a sound 
financial management and to comply with best practice. A part of this is to 
safe guard assets by registering them.  

 

• None of the assets examined as part of our audit carried any marks 
identifying them as property of the President’s Office (the assets examined 
included IT- equipment and office furniture). 

 

• There is no formal process for categorizing individual items of IT- 
equipment as no longer required or for regulating their disposal. An 
example is that computers have been replaced and the old ones have been 
taken out of office without decisions. 

 

• Although a stock take of assets was undertaken in January and February 
2005, clearly this could only identify the assets held as at the date of the 
stock taking, and can give no guarantee that all assets previously 
purchased are properly accounted for. Further, the stock take confirmed 
only the physical existence of the assets identified, and not their value. We 
also note that in nine cases the officers responsible for the equipment 
concerned did not sign the inventory lists prepared as a result of the stock 
take. 

 
 
Conclusion 
It is not possible to confirm that all assets purchased on behalf of the Presidents 
Office are still in its possession, or to establish a realistic valuation of those assets 
for inclusion in the annual financial statements. 
 
 
Recommendation  
The auditors recommend the office to take prompt actions to create a register 
for all its assets in accordance with relevant provisions, i.e. the Administrative 
Instruction 11/2005. The office shall also implement practical guidelines or 
routines to ensure that all assets purchased are registered in the register.  
 
 
4.2 Utilization of Assets 
 
The President’s Office does not have any formal procedures or guidelines to 
control the use of its assets.  
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The auditors have observed in this context that some employees use official 
laptops at home. Given the fact that, as noted above, these assets do not carry 
any identifying marks, there is a clear risk that they could be misappropriated.  
 
We also note that 41 employees are given telephone prepayment cards with a 
total value of 18,000 euros per annum. There is no formal authorization, as an 
internal policy, for this practice.  
 
Guidelines should be put in place to control the use of all official assets, 
including specifically vehicles, computer equipment, telephones and premises. 
 
 
Conclusion 
The President’s Office needs to develop internal guidelines to control the use of 
its assets. 
 
 
Recommendation  
To ensure an effective use of the assets the auditors recommend the office to 
develop and implement guidelines to control the use of its assets. 
 
 

5. Comments by the Office of the President   
 
The Office of the President has been given the possibility to comment on the 
draft audit report to eliminate the risk of misinterpretation and 
misunderstanding between the auditors and the Office of the President. 
  
The Office of the President accepts in general the conclusions and 
recommendations of the auditors. 
  
The auditors review and assessment of the comments from the Office of the 
President has lead to a few changes in the report. 
 
The comments from the Office of the President are attached as Annex 1. 
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Annex 1. 
 
 

  OFFICE OF THE PRESIDENT OF KOSOVA 

 

        Ref. no 0012 

To:  Linda Casella-Auditor General 

 

From:  Mr.sc. Mujë Ukaj-Permanent Secretary of OPK 

 

Date:  02.05.2006     OFFICE OF THE AUDITOR GENERAL 
        Date/received/sent 03.05.06 

Subject: Comment on audit draft-report  Classification code: Year:  Reg. no 

        20.2  2005    299 

 

Dear Mrs. Linda, 

 

 Thank you for the conclusions and recommendations that you have given in audit 

draft-report dated 18.04.2006 with ref. no 261 for the period January-September 2005. 

 

 We have analyzed with attention the mentioned draft-report and we came to a 

conclusion to make some comments, in order to avoid misunderstandings or real 

mistakes, which will help in more realistic finalization of this draft-report. 

 

1. General comments 

 

-The real situation which was the object of the audit at the OPK is better than the one that 

it was presented in your draft-report. 

-There is no broad non-compliance with respective legal requirements as you have 

pointed out in executive summary, but perhaps it could be for any issue. (page 1) 

-Due to the lack of internal regulations we have applied the law and regulations of MPS 

-The procurement office beside OPK was organized and it has been assigned the manager 

of Procurement Office with a request of PPRC on 26.11.2004, therefore the Procurement 

Office didn’t have time possibilities to make the procurement plan, and to implement 

with exactness all legal provision of LPP. The intensive training and the certification of 

the manager of Procurement Office took place on 22.04.2005 according to the request of 

PPRC based on LPP 2003/17. 

-As much as it concerns to the internal control, the OPK doesn’t have sufficient staff in 

professional services and it has budgetary obstacles for the enlargement of staff-

respectively internal auditor and the official of property, who will be recruited by us soon 

through a regular advertisement. 

- As much as it concerns to activities-objectives (page 4), we think that the objectives 

have been achieved satisfactorily, therefore the presented establishments “this objective 

wasn’t achieved” do not stand since they do not fit with your table on page 6 for example 

columns: e,g,i,j,k,l.   
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2. The changes that were made in the meantime 
 

-The procurement plan for 2006 was made within legal term, which was harmonized with 

the budget of the year 2006 of OPK, and PPA has approved it. 

-Now, the procurement procedures are being implemented conform LPP 

-The staff of Procurement Office attends regularly the trainings organized by PPRC, 

-The manager of Procurement Office was certified for the year 2006 and he attends the 

obligatory trainings for certification for the following year. 

-The inventory has been registered and there is adequate register for this. 

-There was a labeling of inventory with adequate labels with names and numbers 

-In the inventory lists were signed all its users. 

-It has been established the commission for the registration and assessment of assets of 

OPK. 

 

3. The effects of the audit 

 

The audit has influenced positively in the increase of efficiency in work, implementation 

of legality, economizing of budgetary means, professional graduation of workers, 

responsibility in work and segregation of work obligations in respective services of OPK. 

We are fulfilling and implementing with exactness your recommendations and we hope 

that within a very short period of time we will fulfill them entirely. 

 

The Office of the President of Kosova thanks you for the given conclusions and 

recommendations in your draft-report and it has a good will to ask for any kind of 

possible cooperation in the future in order to increase the quality and efficiency in work 

as well as to harmonize the procedures will legal provisions. 

 

Respectfully, 

 

Mr.sc. Mujë Ukaj 

 

______________ 

 


