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Executive Summary 

The Office of the Auditor General (OAG) has carried out an audit of the Annual Financial 
Statements (AFS) of the Assembly of Republic of Kosova (hereinafter Assembly) for the 
year ended 31 December 2011. 

Our audit was carried out in accordance with international auditing standards issued by 
INTOSAI and included such tests and procedures as we deemed necessary to arrive at an 
opinion on the financial statements. 

In our opinion the financial statements in all material aspects present a true and fair view 
(ISSAI 400 Unqualified Opinion)  

Compared to last year, the Assembly has paid more attention to our recommendations 
and as a result, a significant progress is achieved, especially on assets management.  

Our conclusion is that the Assembly internal control systems are properly designed to 
eliminate evident shortcomings and have operated as intended. However, the 
shortcomings presented in this report should be addressed to improve administrative 
activities.  

In order to improve the functioning of financial management system and internal 
controls, we recommend the President of the Assembly to ensure that: 

•  Current administrative policies and procedures are reviewed and analyzed, with 
particular emphasis to those in the field of procurement management; and 

• Internal Audit recommendations are properly addressed and that the Audit 
Committee provides greater support.  

The Administrative Management of Assembly has acknowledged our findings and 
conclusions presented in the audit report on the financial statements for the year 2011 
and are committed to make every effort to address all recommendations given.  
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1 Introduction  

This audit relates to the annual financial statements of the Assembly for the year ended 
31 December 2011.  

It is the responsibility of the Assembly to prepare financial statements in accordance with 
the Financial Rules 07/2011 and International Public Sector Accounting Standards 
(IPSAS) for “Financial Reporting under the Cash Basis of Accounting”. 

The Office of the Auditor General is responsible for carrying out annual regularity audits 
of the Assembly of Kosova.  

A Regularity Audit is defined as an attestation of financial accounting, involving 
examination and evaluation of Financial Statements and other financial records and 
expression of opinions on:  

• Whether the financial statements give a true and fair view of the accounts and 
financial affairs for the audit period; 

• Whether the financial records, systems and transactions comply with applicable 
laws and regulations;  

• The appropriateness of internal controls and internal audit functions; and 

• All matters arising from or relating to the audit.  

We have carried out an interim audit of the Assembly. During that stage of the audit 
process we addressed the Assembly’s handling of recommendations given earlier and the 
quality of financial management. Based on this we have given advices to the 
management. This also included advice related to the preparation of the Annual Financial 
Statements. An audit memo was submitted in December 2011. 

In order to fulfil our responsibilities for the audit of the Assembly, we have undertaken 
the following activities:  

• Reviewed the Assembly’s  Annual Financial Statements against the approved 
budget for 2011;  

• Determined whether the Assembly’s Annual Financial Statements were prepared 
in accordance with IPSAS “Financial Reporting under the Cash Basis of 
Accounting” and Financial Rule no. 07/2011;  

• Established a materiality level of revenues and expenditures, as a threshold for 
assisting in determining the type of opinion to render on the financial statements;  

• Used a combination of judgment and random sampling to select transactions for 
testing;  

• Undertaken internal control assessment and tested them as appropriate;  

• Undertaken extensive substantive testing of financial transactions;  
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• Relied on a combination of interviews, analytical reviews, document reviews, and 
physical verification to assess the validity and propriety of financial transactions; 
and 

• Assessed the quality of work of the Assembly’s Internal Audit. 

In this report we summarise this year’s audit and give a formal opinion on the Annual 
Financial Statement 2011. 

In regard with our audit opinion for the Assembly’s AFS, the international auditing 
standards set out specific criteria that govern the type opinion that can be rendered. 
These are set out more fully in Annex 1.  
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2 Audit Opinion  

In our opinion the financial statements in all material aspects present a true and fair view. 
(ISSAI 400 Unqualified Opinion). 

3 Status of Prior Years Recommendations 

On the 2010 AFS, the Assembly was rendered an Unqualified Opinion.  

Our AFS audit for 2010 resulted in 6 (six) key recommendations. The Assembly drafted 
an Action Plan emphasising that all recommendations will be addressed.  

Out of 6 (six) given recommendations, the Assembly addressed completely 3 (three) of 
them, while the other 3 (three) are partially addressed. For more detailed description of 
recommendations and their addressing see Annex 2.  
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4 Financial outturn compared to approved budget 

Analyses of the AFS Outturn against the approved budget show:  

Table 1 Sources of budgetary Funds - outturn against the budget   (in ‘€) 

Sources of Funds   Initial 
Budget 

Final1  
  Budget 

2011 
 Outturn 

2010 
 Outturn 

Total: 16,767,921 16,740,873 15,932,921 8,608,297 

Government Grant -Budget 16,767,921 16,738,328 15,931,298 8,601,715 

External Donations 0 2,545 1,623 6,582 

Table 1 shows the budgeted and spent funds in total, by sources of funds. The final 
budget compared to the initial budget differs as a result of budgetary changes during 
2011 and the inclusion of the Swiss government donations.  

Compared with the year 2010 it is noted a significant increase over the budget. This is 
due to the inclusion of funds in the amount of €7,900,000 for financing RTK. The funds 
spent from the government grant and from the donation as presented also.   

Table 2 Spending of funds by economic categories - outturn against the budget (in ‘€) 

Spending of funds broken 
down by economic 
categories 

Initial 
Budget 

Final  
  Budget 

2011 
   Outturn 

2010 
 Outturn 

Total: 16,767,921 16,740,873 15,932,921 8,608,297 

Wages and Salaries 5,881,785 5,883,929 5,722,683 4,503,117 

Goods and Services  1,404,325 1,534,415 1,414,769 1,218,448 

Utilities 221,000 164,807 163,639 202,010 

Subsidies and Transfers 7,900,000 7,905,000 7,904,999 1,892,219 

Capital Investments 1,360,811 1,252,722 726,831 792,503 

Table 2 presents the initial budget, final budget and expenditures in total and by 
economic categories.  

From the table we can see that in total, the final budget compared to initial budget, is 
lower for €27,048. By economic categories, after budget movements and after transfers 

                                                 
1 Final budget – the budget approved by the assembly which was subsequantely adjusted for by the Ministriy 
of  Finance.. 
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from one economic category to the other, the difference between the final and the initial 
budget was:     

• Wages and salaries an increase of €2,144; 

• Goods and services an increase of €130,090;  

• Subsidies and transfers an increase for €5,000;   

• Utilities a decrease of €56,193; and 

• Capital investments a decrease of €108,089.   

The table also presented the budget execution. In total, the Assembly spent 95% of the 
final budget. In all other economic categories, except the category of capital investment, 
the level of budget performance was satisfactory. 

 However the dynamics of budget execution during the year was not in accordance with 
the planning, especially in the category of capital investments and goods and services. 
About 76% of expenditures for capital investments are made in the last quarter of the 
year, while 55% of them occurred in December. For goods and services, 53% of 
expenditures are made in the last three months, while 32% of them in December. 

 Conclusion 

The Assembly’s budget is spent for the purposes set out in the start. Also, expenditures 
are classified and reported in accordance with legal requirements for financial reporting. 
However the dynamics of expenditures should be given emphasized attention in order to 
avoid time discrepancies between expenditures and the cash flow plan. 

Recommendation 1 

We recommend the President of Assembly to ensure that the Secretary General will:  

• Continuously monitor and analyse the dynamics of the cash flow in order to avoid as 
much as possible overcharging the last months of the year with payments. 

  



             11 
 

  
OFFICE OF THE AUDITOR GENERAL-St. Musine Kokollari, No. 16, Prishtina 10000, Kosova 

Tel.: +381(0) 38 25 35 /121/262-FAX: +381(0) 38 2535 122  /219 
http://oag-rks.org/ 

 

5 Financial Statements - Compliance with reporting 
framework and the quality of information 

We have identified the following:  

• The Assembly submitted its AFS in accordance with the FR no. 07/2011; 

• Financial Statements have been signed by the Chief Administrative Officer and 
Chief Financial Officer of the audited body; 

• Financial Statements are signed within the required time frame on 29/01/2012 
and Submitted to MoF; 

• Financial Statements were submitted in both Albanian and Serbian Language; and 

• Information on fixed assets, receivables, payables, contingent liabilities are 
properly disclosed and are accurate.  

Conclusion 

We can conclude that the information disclosed in the Assembly’s AFS present a fair and 
correct view in the material and quality aspect. Based on the above mentioned points, we 
can say that the Assembly managed to fulfil its obligations regarding legal requirements 
for financial reporting. 

 



12                                                                                    

 
OFFICE OF THE AUDITOR GENERAL-St. Musine Kokollari, No. 16, Prishtina 10000, Kosova 

Tel.: +381(0) 38 25 35 /121/262-FAX: +381(0) 38 2535 122  /219 
http://oag-rks.org/ 

 

6 Financial Management   

6.1 Expenditures  

6.1.1 Remunerations ( Wages and Salaries) 

In 2011, the final Budget for category of Wages and Salaries was €5,883,929 and 
expenditures were €5,722,682. The number of positions approved for 2011 was 320. From 
them 200 are employees, and 120 Assembly members. The number of employees at the 
end of 2011 was: in the Assembly’s administration 161 employees and 30 politic support 
staff. 

We have tested 63 samples, taking into account mainly the process of recruitment, 
employment termination file maintenance, we compared the wages from Payroll with 
wages according to employment contracts and the remunerations for participation in 
various committees. 

Our tests have not found any shortcomings in the wages and salaries management. 

 Conclusion 

Assembly managed to establish adequate procedures regarding the wages and salaries 
system.  

6.1.2 Procurement  

The Assembly drafted a procurement plan for 2011 in accordance with legal 
requirements. Based on this plan, the procurement officer managed to sign 94 contracts 
worth a total of €1,273,636. 

We tested 19 contracts in a total amount of €961,506. We also reviewed 20 fees from 
category of investment capital and 51 payments from goods and services category.  

In addition, we have also looked into the connections of the implemented capital projects 
with Public Investment Programme (PIP). Our testing has point out that capital projects 
carried out by Assembly have been recorded also in PIP, and reports from the system 
reconciled with KFMIS. 

The shortcomings identified during our testing are presented below: 

Unspecified Contract’s Special Terms  

In the contract for renovation of the Assembly’s facility annex, with a value of €428,403, 
the contract awarding criteria was the economically most favourable bid, while the sub-
criteria was the dynamic plan of the works performance. The contract did not specify the 
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date of commencement and completion of work as well as other special contract 
conditions. 

In addition, in other contracts related with capital investments, special conditions were 
not specified. 

Exclusion of the contract in the register of contracts signed 

The contract for update and independence of the Assembly’s Information Technology 
(AIT) system, valued at €120,000, signed in December, was not included in the signed 
contracts register, which was submitted to the PPRC. 

Bypass of administrative procedures during the procurement process 

In the procurement procedures for the pipes demolition and the supply with new pipes 
for the water gutters of the facility's annex, with a value of €9,896, the contract award 
notice was not made. Also, the contract was not signed after three working days as 
required by legal provisions. 

Criteria specified in the tender dossier not adhered to 

In procurement procedures for the supply of TV sets for the Assembly needs, the tender 
dossier required the winner to submit proof of payment of debts towards KEK. In the bid 
evaluation report was noted that three bidders haven’t met this criterion. While, during 
tests we noticed that none of the bidders presented such evidence. 

Also, at the procurement process for the supply of Information Technology equipment 
and telephones, it was required from the contract winner to submit evidence of the 
payment of debts towards KEK. During testing we have found no evidence that the same 
has paid debts to KEK. 

Further, none of the aforementioned contracts specify the deadline for supplies execution.  

Conclusion 

We can conclude that despite the progress, the procurement management is not in full 
compliance with legal provisions of the LPP and that the control system in this area needs 
further improvement. Inclusion of completion deadlines and other special specification in 
the contract is necessary to facilitate the supervision of the contracts execution.  
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Recommendation 2 

We recommend the President of Assembly to ensure that Secretary General has taken 
appropriate measures to ensure that: 

• Announcements for contract awarding are in accordance with legal requirements; 

• Contracts are signed only after the time foreseen from the announcement of the 
contract awarding;  

• Special terms are specified in all signed contracts, so that their execution supervision 
is better; and  

• Contracts are signed only with EOs that fulfils the criteria set on the tender’s dossier. 

6.1.3 Other purchases  

In the category of other purchases are included all purchases of goods and services for 
which procurement procedures are not necessary. 

From the category of these expenditures we tested the expenses for travels abroad. 
During 2011, the Assembly spent an amount of €204,944 from this category, without 
including expenditures for tickets made through procurement. From them: €40,366 for 
accommodation, for salaries €143,012 and other travel expenses of €21,566. 

We have tested 12 samples, and our tests did not reveal any shortcomings in the 
calculation of expenditures, and the manner of their expenditure. 

 Conclusion 

Assembly made other purchases in full compliance with applicable legal framework. 
Authorization, classification, registration, calculation and reporting of expenditures on 
other purchases are made in accordance with the authorizations, the approved fees, with 
the accounting plan and the legal requirements for reporting. 

6.1.4 Subsidies and Transfers  

With the Budget Law within the budget of the Assembly, the Radio Television of Kosovo 
(RTK) was included as a program. Funds in the amount of €7,905,000, allocated for this 
program, are from the category of subsidies and transfers. During the year, from the 
category of subsidies, the Assembly spent a total of €7,904,999. From them, €7,900,000 
was paid to RTK based on budget projections approved by the Assembly, while the rest 
were donations to individual beneficiaries. 

 Our tests have not identified any shortcomings on the management process of this 
expenditure category. 
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 Conclusion 

Our conclusion is that the Assembly used subsidies and transfers in accordance with the 
preliminary approved budget projections.  

6.2 Assets 

6.2.1 Handling of capital and non capital assets    

We have also tested the assets management, including assets registers, their inventory 
and assets assessment. The Assembly has recruited one assets officer (accountant), and 
created an internal assets register which is in line with legal requirements. The assets 
officer managed to register all assets in this register. Also the accounting register (KFMIS) 
is updated. 

In the AFS, assets are presented by their net value. Capital assets over €1000 was in 
amount of €7,149,611, and non capital asset was in amount of €484,356. 

Each Assembly’s official is responsible for the issued inventory and equipment at the 
time of taking them into use, however, during physical verification we have noticed that 
registers are not updated over the years. 

 Conclusion 

Based on what is mentioned above, we conclude that the Assembly made significant 
progress in the asset management, achieving to implement our last year recommendation 
on this area of management.  

Recommendation 3 

We recommend the President of Assembly to ensure that Secretary General has taken 
appropriate measures to ensure that: 

• Registers of inventory and equipment in use by any officer of the Assembly are 
updated annually, so that each employee is aware of what is responsible for.  

6.3 Handling of debts  
Statement of outstanding liabilities to suppliers at the end of 2011 was in amount of 
€52,364. These liabilities primarily relate to services and supplies made in December. 
Most of the invoices for these services are received after the closing deadline for payment 
and the same are transferred for payment in fiscal year 2012. 
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 Conclusion 

 We conclude that the Assembly, within its possibilities, made efforts to pay all invoices 
received before the payment’s deadline, so that as less liabilities as possible are 
transferred to next year. Remaining liabilities are handled and reported in accordance 
with legal requirements for financial reporting.   

6.4 Current reporting and timeliness in the overall budget 
process 

The Assembly met the current requirements for external reporting including: 

• Budget requests; 

• Quarterly reports and nine month financial statements have been prepared in 
time and submitted to MoF;  

•  Draft procurement plan and the final procurement plan were submitted in time; 
and 

• Report on the debts is disclosed in AFS and submitted to the MoF. 

 Conclusion 

The Assembly fulfilled the requirements for current external reporting. The Assembly 
also drafted an action plan for implementing the recommendations from our last year’s 
audit. 

7 Management Control   

7.1 Internal Control Systems 

Based on the above disclosures we conclude that Assembly, in most areas of financial 
management, has good systems of internal controls. However, the shortcomings 
identified within this report show that the Assembly should review internal policies and 
existing programs. 

The Assembly has its organizational structure under which the reporting lines and 
description of duties and responsibilities of each employee are defined. Staff evaluation is 
regularly made at the end of the year in order to determine the achievement of individual 
objectives. The Assembly has also issued laws, internal instructions and decisions 
regulating several areas of financial management, and added controls to the assets and 
payments management. 
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Improved asset management, helped the Assembly in ensuring accurate information 
about capital and non capital assets. Also, increase of controls on the payments 
processing, has avoided payments that are not in accordance with the terms of contract. 

Despite the progress, the Assembly must still review the processes associated with 
planning and implementation of capital projects, procurement management and further 
strengthen the IAU and the full functioning of the AC. 

 Conclusion 

The Assembly performed well in terms of design and functioning of internal control 
systems. This will enable the completion of tasks in accordance with administrative and 
operational objectives.  

7.2 Internal Audit System  

The Assembly has employed an IA which is placed within the Office of the Secretary 
General. The IA drafted an annual audit plan for 2011. In the annual plan, the IA planned 
4 audits. This covered the periods 2010 and 2011. The IA conducted the four planned 
audits and another audit based on a special request from the Assembly’s Secretary 
General.  

Audits have covered areas such as vehicle management, procurement, buffet services and 
implementation of recommendations from the previous audits. Also, an audit was 
conducted in the Independent Oversight Committee regarding the budget, payments and 
assets management. 

In the reports, the IA uncovered several shortcomings and gave useful recommendations 
for avoiding them. 

From the audit conducted at the end of the year and which targeted at implementing the 
recommendations of IA, resulted that from a total of 33 recommendations given by the 
IA, 9 (nine) of them were partially implemented, while 9 (nine) other were not 
implemented at all. 

The Assembly has also established an Audit Committee (AC) consisting of three 
members. This committee had only two meetings in 2011 upon request from the 
Assembly’s Secretary. 

Conclusion 

During 2011, the IA functioned in a satisfactorily level. But there was no appropriate 
support from the AC. A functional AC would assist the management in addressing the 
personnel responsibilities in the internal control system implementation, and also, would 
help on addressing the recommendations given from the IAU reports. 
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Recommendation 4 

We recommend the President of Assembly to ensure that Secretary General has taken 
appropriate measures to ensure: 

• That the AC held regular meetings, according to legal requirements, in order to 
provide greater support to the IAU; and  

• Addressing of all recommendations resulted from the internal audits.  

8 Overall conclusion on the Management of the 
Assembly  

Our overall conclusion is that the Assembly made continuous efforts to establish 
functional administrative procedures in order to provide an efficient management of 
resources. These procedures are found as applicable in almost every administrative and 
financial segment, with the exception of several shortcomings that have no material 
impact. 

Information system in the Assembly has provided timely internal and external reports 
and complete and accurate information. This is from the fact that the 2011 AFS and other 
financial reports are drafted in accordance with the accounting framework and the 
current requirements for external reporting. Addressing of the recommendation on assets 
management resulted in the improvement of the situation in this field. 

However, controls during the procurement procedures have not been fully functional. 
Also, the Audit Committee had not worked at the desired level. The AC would provide 
independent oversight of IA’s plans and results and would assist the management in 
better control and management of the public finances. 

Recommendation 5 

In order to make further improvements in the implementation of financial management 
and control, we recommend the President of Assembly to ensure in particular that the 
Secretary General:  

•  Review and analyze current administrative policies and procedures, with particular 
emphasis to those in the field of procurement management, in order to achieve the 
objectives set by the new requirements of the Public Finance Management. 
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Annex I. Different types of Audit Opinions applied by 
OAG in the Annual Audit Report 2011  

(extract from ISSAI 400) 

9. An audit opinion is normally in a standard format, relating to the financial statements 
as a whole, thus avoiding the need to state at length what lies behind it but conveying 
by its nature a general understanding among readers as to its meaning. The nature of 
these words will be influenced by the legal framework for the audit, but the content of 
the opinion will need to indicate unambiguously whether it is unqualified or 
qualified and, if the latter, whether it is qualified in certain respects or is adverse 
(paragraph 14) or a disclaimer (paragraph 15) of opinion.   

10. An unqualified opinion is given when the auditor is satisfied in all material respects 
that:   

a) the financial statements have been prepared using acceptable accounting bases 
and policies which have been consistently applied;  

b) the statements comply with statutory requirements and relevant regulations;  

c) the view presented by the financial statements is consistent with the auditor's 
knowledge of the audited entity; and  

d) there is adequate disclosure of all material matters relevant to the financial 
statements. 

11. Emphasis of Matter. In certain circumstances the auditor may consider that the 
reader will not obtain a proper understanding of the financial statements unless 
attention is drawn to unusual or important matters. As a general principle the auditor 
issuing an unqualified opinion does not make reference to specific aspects of the 
financial statements in the opinion in case this should be misconstrued as being a 
qualification. In order to avoid giving that impression, references which are meant as 
"emphasis of matter" are contained in a separate paragraph from the opinion. 
However, the auditor should not make use of an emphasis of matter to rectify a lack 
of appropriate disclosure in the financial statements, nor as an alternative to, or a 
substitute for, qualifying the opinion.   
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12. An auditor may not be able to express an unqualified opinion when any of the 
following circumstances exist and, in the auditor's judgement, their effect is or may be 
material to the financial statements:  

a) there has been limitation on the scope of the audit;  

b) the auditor considers that the statements are incomplete or misleading or there is 
an unjustified departure from acceptable accounting standards; or   

c) there is uncertainty affecting the financial statements.  

13. Qualified Opinion. Where the auditor disagrees with or is uncertain about one or 
more particular items in the financial statements which are material but not 
fundamental to an understanding of the statements, a qualified opinion should be 
given. The wording of the opinion normally indicates a satisfactory outcome to the 
audit subject to a clear and concise statement of the matters of disagreement or 
uncertainty giving rise to the qualified opinion. It helps the users of the statements if 
the financial effect of the uncertainty or disagreement is quantified by the auditor 
although this is not always practicable or relevant.   

14. Adverse Opinion. Where the auditor is unable to form an opinion on the financial 
statements taken as a whole due to disagreement which is so fundamental that it 
undermines the position presented to the extent that an opinion which is qualified in 
certain respects would not be adequate, an adverse opinion is given. The wording of 
such an opinion makes clear that the financial statements are not fairly stated, 
specifying clearly and concisely all the matters of disagreement. Again, it is helpful if 
the financial effect on the financial statements is quantified where relevant and 
practicable.   

15. Disclaimer of Opinion. Where the auditor is unable to arrive at an opinion regarding 
the financial statements taken as a whole due to an uncertainty or scope restriction 
which is so fundamental that an opinion which is qualified in certain respects would 
not be adequate, a disclaimer is given. The wording of such a disclaimer makes clear 
that an opinion cannot be given, specifying clearly and concisely all matters of 
uncertainty.  

16. It is customary for SAIs to provide a detailed report amplifying the opinion in 
circumstances in which it has been unable to give an unqualified opinion.  

 

 



   21 
 

  
 OFFICE OF THE AUDITOR GENERAL-St. Musine Kokollari, No. 16, Prishtina 10000, Kosova 

Tel.: +381(0) 38 25 35 /121/262-FAX: +381(0) 38 2535 122  /219 
http://oag-rks.org/ 

 

Annex II: Prior year recommendations 

Audit 
Component 

Recommendation  given  Recommendation 
fully 
implemented 

Partly addressed  Not addressed 

III. Status of prior 
year 
recommendations  

Special attention is paid to 
addressing recommendations 
given in order to improve the 
financial management.  

Yes    

IV. Budget 
expenditures 
compared to 
approved budget   

Analyses of reasons for project 
execution delays and taking 
measures for their addressing.  

 Despite all efforts made, the status 
remains same as last year.  

 

V. 3 Expenditures  
     3. 1  Purchases 
through 
procurements  

Analyses and requires of 
accountability regarding 
procurement processes, special 
attention is paid to the LPP 
requirements. To create a 
supervised and transparent 
procurement, to draft clear 
technical specifications and to 
prevent payment of services that 
are not in the line with the 
contract terms.  

  Payments controls have not allowed 
payments on contrary to contracts, 
also, technical specifications were 
clearer. But, several legal 
requirements remain totally un 
respected.  
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V. 3 
      3.5 Capital 
and non capital 
assets  

To create a complete assets 
register, with complete data in 
accordance with legal framework.  

Yes   

VI. 1 Internal 
control systems   

To improve the functioning of the 
internal control systems by 
eliminating all weaknesses.  

Yes   

VI. 2 Internal 
audit   

To provide continuous support 
for IAU, and at the same time, 
more activities of current year are 
included in the audit plan.   

 Audit activities are focused more on 
the current period, as for the support, 
more remains to be done. The AC 
held only 2 meetings during the year, 
while, several IA recommendations 
remain unaddressed.  

 

 


